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INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


VOLUME XIII 


WEDNESDAY, FEBRUARY 14, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington , DC. 

The Committee met at 10:20 a.m., in room 216 of the Hart Sen- 
ate Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 

OPENING COMMENTS OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. The Committee will come to order. 

Mr. Jennings, Ms. Dickey, please stand to take the oath. 

[Whereupon, Alston Jennings, Sr., Former Partner at the Wright, 
Lindsey & Jennings Law Firm; and Helen Dickey, Database Ad- 
ministrator at the White House, Former Staff Assistant in the So- 
cial Office; were called as witnesses and, having first been duly 
sworn, were examined and testified as follows:] 

The Chairman. Mr. Jennings, you have a statement that you 
would like to make to the Committee before we start? 

Mr. Jennings. Yes, sir, I do. 

The Chairman. We would be pleased to receive that statement. 

Mr. Jennings. I will make it as brief as possible. 

The Chairman. Take your time. 

SWORN TESTIMONY OF ALSTON JENNINGS, SR. 

FORMER PARTNER, WRIGHT, LINDSEY & JENNINGS 

Mr. Jennings. I have no firsthand knowledge whatsoever con- 
cerning Whitewater. I do not know and have never met or talked 
to James B. McDougal or Susan McDougal. I have never had any 
contact or connection whatsoever with Madison Guaranty or Madi- 
son Financial before September 2, 1987, when I filed a lawsuit 
against them on behalf of Seth Ward. 

I have no firsthand knowledge of any matters concerning the 
White House Travel Office, the suicide of Vince Foster, any rela- 
tionship between any lawyer at the Rose Law Firm and Madison 
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or any billing records with regard to representation of Madison by 
the Rose Firm. 

I had never represented Mr. Ward before he employed me in 
1987, to pursue his claim against Madison. I accepted that employ- 
ment, filed and tried the lawsuit and recovered a judgment in Mr. 
Ward’s favor. 

Sometime in 1989, while the judgment in favor of Mr. Ward was 
being appealed to the Court of Appeals of the State of Arkansas, 
I cannot fix an exact date from memory, the RTC became a party 
to the litigation and requested that, since we had represented the 
FDIC and FSLIC, my firm and I no longer represent Mr. Ward, so 
I withdrew and have not represented him as his attorney since that 
time. I have remained a friend of Mr. Ward, and, as such, I give 
him advice from time to time. 

I do not know why I’m here. 

The Chairman. Ms. Dickey, do you have any statement that you 
would like to make? 

SWORN TESTIMONY OF HELEN DICKEY 
WHITE HOUSE DATABASE ADMINISTRATOR 
FORMER STAFF ASSISTANT IN THE SOCIAL OFFICE 

Ms. Dickey. I do not. 

The Chairman. Mr. Giuffra. 

Mr. GlUFFRA. Thank you, Mr. Chairman. 

Good morning, Mr. Jennings. 

Mr. Jennings. Good morning. 

Mr. Giuffra. You are a partner at the Wright, Lindsey & Jen- 
nings Law Firm? 

Mr. Jennings. I am not at the present time. I was. 

Mr. Giuffra. You were. 

Mr. Jennings. Yes. 

Mr. Giuffra. You were counsel to Seth Ward in connection with 
the Ward v. Madison lawsuit? 

Mr. Jennings. Yes, sir. 

Mr. Giuffra. Am I correct that Mr. Webster Hubbell recom- 
mended that Mr. Ward retain your firm? 

Mr. Jennings. I believe I’ve previously testified that that was my 
impression that he had, although I wasn’t sure that was the case. 

Mr. Giuffra. Mr. Hubbell was Mr. Ward’s son-in-law? 

Mr. Jennings. Yes. Is still. 

Mr. Giuffra. I think that’s right. Do you know why Mr. Ward 
did not retain the Rose Law Firm? 

Mr. Jennings. I was told by Mr. Ward that Mr. Hubbell advised 
him that he had a conflict of interest because of representation of 
Madison by the Rose Law Firm. 

Mr. Giuffra. Now, sir, could you briefly describe Seth Ward’s 
claim in the Ward v. Madison case. 

Mr. Jennings. Mr. Ward had contacted the IDC with regard to 
certain property. Originally, as I understand it, the contact was to 
see if the IDC would grant an easement across some of the prop- 
erty so that some property that Madison owned south of there 
would no longer be landlocked. 

After ascertaining that the easement would not be granted but 
that the property was for sale, Mr. Ward then reported that to Mr. 
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McDougal. All of this now is what Mr. Ward has told me, you un- 
derstand. I had nothing to do with any of this. Mr. McDougal asked 
him what they wanted for it, he said $3 million. And Mr. McDougal 
said that’s too much. 

Mr. Ward reported back to the IDC that McDougal wasn’t inter- 
ested at that price. Later, a lesser price was named of $1,750,000, 
as I recall, which Mr. Ward took to Mr. McDougal and said this 
is really a good deal, the property is worth more than that, and Mr. 
McDougal said would you join with me with Madison in buying the 
property, and Mr. Ward said yes. In fact, he said if you don’t want 
the deal, I’m going to take it myself. 

Mr. GlUFFRA. Then did Mr. Ward enter into an agreement with 
Mr. McDougal with regard to certain commissions that would be 
payable to Mr. Ward on the land as it was sold? 

Mr. Jennings. Yes, sir. 

Mr. GlUFFRA. Mr. Ward was to receive 10 percent commission on 
commercial land and 4 percent on sales of residential property? 

Mr. JENNINGS. I think that is correct. 

Mr. GlUFFRA. Now at some point later, there was a dispute as 
to how much money Mr. Ward was owed on those commissions; is 
that correct? 

Mr. Jennings. That’s correct. 

Mr. GlUFFRA. I think that both Madison and Ward agreed that 
Mr. Ward was owed at least $300,000? 

Mr. Jennings. That was what the testimony reflected. 

Mr. GlUFFRA. And the issue in contention was whether Mr. Ward 
was owed more than $300,000? 

Mr. JENNINGS. That’s the lawsuit as I presented it. 

Mr. Giuffra. Madison claimed in its defense that a property 
called Holman Acres represented Mr. Ward’s commission? 

Mr. Jennings. I don’t believe that’s accurate, but I think that 
somebody might interpret some of the testimony of Mr. Latham to 
be to that effect. I did not so interpret it, but in any event, the jury 
didn’t buy that theory, if that was a theory. 

Mr. GlUFFRA. Now during the litigation of the Ward v. Madison 
case, were you aware as to whether Mrs. Clinton had performed 
any services in connection with the IDC Castle Grande project? 

Mr. JENNINGS. I have no knowledge if— absolutely no knowledge 
if that was the fact. 

Mr. Giuffra. Were you aware during the trial that Mrs. Clinton 
had drafted a May 1, 1986 option agreement giving Madison the 
right to purchase the so-called Holman Acres parcel? 

Mr. Jennings. I was not aware of it if it is a fact. 

Mr. Giuffra. You know Mrs. Clinton reasonably well? 

Mr. Jennings. Yes, I do. 

Mr. Giuffra. You have litigated a number of cases with Mrs. 
Clinton? 

Mr. Jennings. Three, I believe. 

Mr. Giuffra. You consider Mrs. Clinton to be a fine attorney? 

Mr. Jennings. Yes, I do. 

Mr. Giuffra. Since Mr. Clinton became President in January 
1993, you’ve been to the White House on two occasions; right? 

Mr. Jennings. Actually, I believe it’s three. 

Mr. Giuffra. Three? 
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Mr. Jennings. Yes. 

Mr. GlUFFRA. Were these visits all after the death of Vince Fos- 
ter, which was July 20, 1993? 

Mr. Jennings. No, one of them is bound to have been before the 
death of Vince Foster because I saw Vince Foster at the White 
House on that occasion. 

Mr. GlUFFRA. Then there were two visits after Vince Foster’s 
death? 

Mr. Jennings. That’s correct. 

Mr. GlUFFRA. During the second visit and the first after Mr. Fos- 
ter’s death, you met with Mrs. Clinton; is that right? 

Mr. Jennings. Yes, sir. 

Mr. GlUFFRA. And the purpose of that visit was to see the White 
House? 

Mr. JENNINGS. Well, primarily, and say hello to Mrs. Clinton. 

Mr. GlUFFRA. During that visit, did you discuss with Mrs. Clin- 
ton anything relating to the Ward v. Madison case? 

Mr. Jennings. I did not. 

Mr. GlUFFRA. Later on in August 1995, did you receive a phone 
call from a man named David Kendall? 

Mr. JENNINGS. I can’t remember whether I did or one of my part- 
ners did. 

Mr. GlUFFRA. That would be Mr. Tisdale? 

Mr. Jennings. That’s correct. 

Mr. GlUFFRA. But you ended up having a telephone conversation 
with Mr. Kendall? 

Mr. JENNINGS. I am not sure whether I did or not. We may have 
communicated through Mr. Tisdale. It’s possible that I did but I do 
not specifically recall the conversation. 

Mr. GlUFFRA. Did you have an understanding that Mr. Kendall 
was the Clintons’ attorney with regard to the Whitewater/Madison 
matters? 

Mr. Jennings. I knew he was an attorney for the Clintons, yes. 

Mr. GlUFFRA. Personal attorney for the Clintons? 

Mr. Jennings. Yes. 

Mr. GlUFFRA. Now was it your understanding that Mr. Kendall 
wished to speak to you about a writing or some book or article that 
was to be published that claimed that Mrs. Clinton was not a good 
attorney? 

Mr. Jennings. That was the general idea, yes. 

Mr. GlUFFRA. Mr. Kendall wanted to speak to you to sort of re- 
fute the claims that were going to be made in this book? 

Mr. Jennings. That’s my understanding, yes. 

Mr. GlUFFRA. And 

Mr. JENNINGS. I didn’t know whether it was a book or what it 
was. He suggested through Mr. Tisdale that they had anticipated 
some attack on the First Lady concerning her ability as a lawyer, 
and I, of course, having had experience, said I would be happy to 
furnish information to them. 

Mr. GlUFFRA. Did Mr. Kendall ask you to take any steps in terms 
of refuting these charges? 

Mr. Jennings. I don’t recall that he asked me to. I did take 
some. 

Mr. GlUFFRA. What steps did you take, sir? 
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Mr. Jennings. I contacted people that I knew that had experi- 
ence with Mrs. Clinton as a lawyer and people who were very 
knowledgeable litigators themselves to see what their opinion was 
of Mrs. Clinton. 

Mr. GlUFFRA. During these initial contacts with David Kendall, 
do you have any understanding as to why Mr. Kendall was the per- 
son who was contacting you and not someone from the White 
House staff? 

Mr. Jennings. I understood that he was an attorney for the 
President and the First Lady. 

Mr. GlUFFRA. But he was the attorney — did you understand for 
Whitewater and Madison matters or just 

Mr. JENNINGS. I don’t know whether his representation is limited 
to that or not, I’m sorry. 

Mr. GlUFFRA. Did there come a time when Mr. Kendall asked you 
to come to Washington to meet with the First Lady? 

Mr. JENNINGS. Again, I don’t know whether he asked me to or 
whether I volunteered to, but the meeting did come about. 

Mr. GlUFFRA. Now on the date that you went to the White House 
and met with Mrs. Clinton, you first went to Mr. Kendall’s office 
at the law firm of Williams & Connolly? 

Mr. Jennings. That’s correct. 

Mr. GlUFFRA. Then you went to the White House to meet with 
Mrs. Clinton? 

Mr. Jennings. Mr. Kendall and I went to the White House to- 
gether, yes. 

Mr. GlUFFRA. If we could put up on the Elmo a document we re- 
ceived from the White House, this is S 20085. This is something 
called a Waves Log, White House Visitors Log, and it indicates that 
Mr. Kendall arrived at the White House on August 9, 1995, at ap- 
proximately 3:57 p.m. and he was to visit the First Lady. This par- 
ticular entry indicates that you arrived on the 10th at the same 
time, 3:57 p.m., to visit with the First Lady. 

We received a letter last night, this was to Mr. Dinh of the Spe- 
cial Committee, from Miriam Nimitz. Let’s put up on the Elmo the 
document bearing Bates number S 20557. This record indicates 
that you visited with Mrs. Clinton on the 9th of August and not 
the 10th of August. We were advised by the White House late last 
night that the first record we obtained was from the computer 
database and, in fact, there was a glitch in the electronic record- 
keeping which resulted in the appearance of the August 10th entry 
and that the correct inference that should be drawn and the infer- 
ence that the White House is drawing is that you went with Mr. 
Kendall on August 9th and you both went to the White House on 
that date. Do you have any reason to question that? 

Mr. Jennings. None whatsoever. When they asked me about a 
visit on the 10th in my deposition, I believe I told them that since 
they had a record, that I couldn’t quarrel with that date, and I cer- 
tainly don’t quarrel with it now, because I have no independent 
recollection of the date. I recall the visit but I don’t recall the date. 

Mr. GlUFFRA. The White House, it seem the Committee — every- 
one seems to be settling on August 9th as the correct time based 
on the records. 

Mr. Jennings. That suits me fine. 
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Mr. GlUFFRA. Now, sir, prior to the meeting, did you prepare a 
memo discussing certain cases that you had participated in with 
Mrs. Clinton? 

Mr. Jennings. I believe that I prepared a memo that listed three 
cases in which we had been adversaries, two cases in which I had 
appeared in court while she was also appearing, although we were 
not adversaries, and I believe I listed three names of individuals, 
lawyers, and a judge who would state that Mrs. Clinton was a very 
able trial lawyer. 

Mr. Giuffra. Where was this meeting held with Mrs. Clinton 
and Mr. Kendall, where at the White House? 

Mr. Jennings. The only thing I remember is that the room we 
were in was identified as either — I thought it was identified as the 
War Room during the Administration of President Roosevelt. I now 
have reason to believe that perhaps he really said it was — I was 
really told it was the Map Room during the World War II. That’s 
the only thing I know about it. 

Mr. Giuffra. This meeting lasted approximately 20 minutes to 
a half hour? 

Mr. Jennings. That’s my recollection. I wouldn’t want to say that 
that was not — was entirely — it could have been more or less. I don’t 
remember that. 

Mr. Giuffra. To the best of your recollection, sir, what do you 
recall discussing with Mrs. Clinton during this meeting? 

Mr. Jennings. I remember discussing the cases that we had 
tried against each other. I remember specifically discussing the pe- 
riod of a week that we took depositions in London. Other than that, 
I think our discussion was just a social visit. 

Mr. Giuffra. Was Mr. Kendall taking notes during this meeting? 

Mr. Jennings. I haven’t the slightest idea. I don’t think so. 

Mr. GlUFFRA. And again, do you have any understanding as to 
why Mr. Kendall was present at the meeting instead of perhaps a 
press person from the White House? 

Mr. Jennings. That was their choice. 

Mr. Giuffra. Now during the meeting, was there any discussion 
of Mr. Ward? 

Mr. Jennings. None whatsoever. 

Mr. Giuffra. No discussion of the Ward v. Madison case? 

Mr. Jennings. Not at all. 

Mr. GlUFFRA. Do you recall any discussion of Madison Guaranty? 
Mr. Jennings. None. 

Mr. Giuffra. Do you recall any discussion of the Whitewater De- 
velopment Corporation? 

Mr. Jennings. None. 

Mr. Giuffra. Do you recall any discussion of an RTC IG report 
which had been released on August 4, 1995, pertaining to Rose 
Law Firm’s legal work for Madison Guaranty? 

Mr. Jennings. Absolutely not. The purpose of the visit was to 
discuss Mrs. Clinton’s abilities as a lawyer, and that was what we 
talked about. 

Mr. Giuffra. Now do you recall, sir, that in August 1995, there 
were hearings going on in this room with regard to the Whitewater 
matter. 

Mr. Jennings. I’m sure there were but I don’t recall it. 
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Mr. GlUFFRA. Don’t recall that. Do you recall any discussion of 
those hearings during your meeting with Mrs. Clinton? 

Mr. Jennings. I do not. 

Mr. GlUFFRA. Do you recall saying anything to Mrs. Clinton 
about Whitewater, or this Committee’s investigation, or the Inde- 
pendent Counsel? 

Mr. Jennings. Oh, I am sure I said something to Mrs. Clinton 
about knowing that she was taking a lot of hits that she didn’t de- 
serve and hoping she would keep a stiff upper lip or some words 
to that effect. 

Mr. GlUFFRA. Did Mrs. Clinton say anything to you in reply? 

Mr. JENNINGS. She said that she could handle it, something to 
that effect. I mean, she was — you know, she thanked me for being 
concerned but she didn’t express any concern. 

Mr. GlUFFRA. Now after the meeting, did you go back to Mr. Ken- 
dall’s office? 

Mr. Jennings. I don’t believe so. Well, yeah, I think maybe I did. 

Mr. GlUFFRA. During the entire time you were with Mr. Kendall, 
did he say anything to you about the Madison Guaranty matter? 

Mr. Jennings. Not that I recall. 

Mr. GlUFFRA. Did he ask you any questions about Mr. Ward? 

Mr. Jennings. Not that I recall. 

Mr. GlUFFRA. Now, you’re aware, sir, that on January 4, 1996, 
certain billing records relating to Rose’s representation of Madison 
Guaranty were found in the White House residence? 

Mr. Jennings. Well, if you mean am I aware, I have seen news- 
paper stories to that effect, yes. 

Mr. GlUFFRA. Following the discovery of those meetings, did Mr. 
Kendall make efforts to meet with Mr. Ward? 

Mr. Jennings. You said “those meetings.” 

Mr. GlUFFRA. Excuse me. Following the discovery of those billing 
records in January 1996, did Mr. Kendall take steps to visit with 
Mr. Ward? 

Mr. JENNINGS. According to the note, a telephone call from my 
secretary to Mr. Tisdale’s secretary, on January 5, 1996, I advised 
Mr. Tisdale’s secretary, my secretary probably did, that I had a 
meeting with Mr. Kendall and Mr. Ward on my calendar for Janu- 
ary 11. 

Mr. GlUFFRA. And Mr. Kendall came to Little Rock to meet with 
Mr. Ward? 

Mr. Jennings. He did. 

Mr. GlUFFRA. What do you recall about the meeting between Mr. 
Kendall and Mr. Ward on January 11, 1996? 

Mr. Jennings. I recall that they discussed the matter of contacts 
with Mrs. Clinton and asked Mr. Ward about contacts with Mrs. 
Clinton. 

Mr. GlUFFRA. What do you recall Mr. Ward saying to Mr. Ken- 
dall about contacts that Mr. Ward had with Mrs. Clinton back in 
1985 and 1986? 

Mr. Jennings. He said he had no recollection. 

Mr. GlUFFRA. Did Mr. Kendall show Mr. Ward copies of Rose 
Law Firm billing records relating to Madison Guaranty? 
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Mr. Jennings. He showed him copies of something. I did not pay 
much attention to what they were. They very probably were billing 
records. 

Mr. Giuffra. Even after seeing those billing records, Mr. Ward 
did not have any recollection of these conversations? 

Mr. Jennings. Said he just didn’t recall. 

Mr. Giuffra. Mr. Ward, in all fairness, is an elderly gentleman 
at this point? 

Mr. Jennings. We both are. 

[Laughter.] 

Mr. Giuffra. And these matters happened 10 years ago. 

Let’s put up on the Elmo a document bearing Bates number 
S 20561. This is another White House entry log. This indicates that 
Susan Thomases, who has testified previously before the Commit- 
tee, visited the White House at 3:00 p.m. on August 9th. Do you 
know Susan Thomases? 

Mr. Jennings. Yes, I know her. No, wait a minute. No, I don’t. 
Is she from California? 

Mr. Giuffra. She’s from New York City, actually. 

Mr. JENNINGS. Yes, I know the Thomases, yes. 

Mr. Giuffra. She’s a lawyer in New York City. 

Mr. Jennings. Is she? I don’t know, go ahead. 

Mr. Giuffra. But you’ve met her in the past? 

Mr. Jennings. I’m sure I have, yes. 

Mr. Giuffra. Now, you were at the White House at approxi- 
mately 4:00 p.m. on the 9th and the entry records indicate that Ms. 
Thomases was there at 3:00 p.m. on the 9th. Do you recall seeing 
Ms. Thomases at all? 

Mr. Jennings. No, I do not. 

Mr. Giuffra. Did Mrs. Clinton mention that Ms. Thomases was 
at the White House on the 9th? 

Mr. Jennings. Not to me. 

Mr. Giuffra. Ms. Dickey, just some questions for you. Now, you 
lived at the White House in the residence up on the third floor, I 
believe, from January 1993 until November 1994. 

Ms. Dickey. That’s right. 

Mr. Giuffra. You were working for a time as a Staff Assistant 
in the Social Office and later you were a Database Administrator? 

Ms. Dickey. That’s right. 

Mr. Giuffra. Would you sometimes use the Exercise Room on 
the third floor? 

Ms. Dickey. Yes. 

Mr. Giuffra. Let’s put up on the Elmo the map of the third floor 
of the White House. Room 319 is something called the Book Room? 

Ms. Dickey. That’s right. 

Mr. Giuffra. , Could you just describe the Book Room for the 
Committee. 

Ms. Dickey. To the best of my recollection, the Book Room was 
used to — it had bookshelves on the walls and it stored books and 
I know that the videos were stored there. I know there were tables 
in the center. I don’t recall what was on those tables. 

Mr. Giuffra. In January and February of 1993, you catalogued 
some of the videos that were in the Book Room? 

Ms. Dickey. That’s right. 




1653 


Mr. Giuffra. Who was the person at the White House who pri- 
marily used the Book Room? 

Ms. Dickey. I know that Capricia Marshall used it and I know 
that Carolyn Huber used it. 

Mr. Giuffra. Do you recall anyone else at the White House 
using the Book Room? 

Ms. DICKEY. I know people had access to the Book Room. I don't 
know of anyone else that used it on a regular basis. 

Mr. Giuffra. Mrs. Clinton's office was right next to the Book 
Room, is that right? 

Ms. Dickey. That's right. 

Mr. Giuffra. And in order to go to the Exercise Room, you would 
pass through the Book Room? 

Ms. Dickey. That's right. 

Mr. Giuffra. In July and August of 1995, I would like to direct 
your attention to that period because that's the period in which Ms. 
Huber has testified that — in fact, she found them in August 1995, 
found the Rose Law Firm billing records, but during the period of 
July and August 1995, you were frequently on the third floor of the 
White House residence? 

Ms. Dickey. That's right. 

Mr. Giuffra. You would sometimes go there in the evenings, on 
weekdays, and sometimes on weekends during the day? 

Ms. Dickey. That's right. 

Mr. Giuffra. You were sometimes helping a woman by the name 
of I think it’s Barbara Feinman? 

Ms. Dickey. That's right. 

Mr. Giuffra. Who was helping Mrs. Clinton with her book? 

Ms. Dickey. Right. 

Mr. Giuffra. And Ms. Feinman was working out of Mrs. Clin- 
ton's office at that point? 

Ms. Dickey. That's right. 

Mr. Giuffra. You would sometimes enter the residence to visit 
Chelsea and her friends? 

Ms. Dickey. Yes. 

Mr. Giuffra. Do you recall entering the Book Room at any time 
during July and August of 1995? 

Ms. Dickey. I have no independent recollection of that. I think 
I testified earlier that I did not go in there. However, yesterday 
April Springfield, who was an Intern for the Social Office, received 
a subpoena and came up and was a little upset about it, and, you 
know, started going over in her mind what had happened, and she 
told me that on her first day, which was August 6, that I — she was 
a little nervous about being on the third floor and I gave her a tour 
which included the Exercise Room, but I do not remember that. 

Mr. Giuffra. You were up on the third floor of the White House 
in July and August of 1995. Who did you see enter the Book Room 
during that time? 

Ms. Dickey. No one that I remember. 

Mr. GIUFFRA. You've previously seen these Rose Law Firm billing 
records that were found at the White House? 

Ms. Dickey. Yes, I have. 

Mr. Giuffra. They were shown to you at your deposition? 

Ms. Dickey. That's right. 
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Mr. Giuffra. Now prior to your deposition, had you ever seen 
these billing records at the White House? 

Ms. Dickey. Not that I remember. 

Mr. Giuffra. So you never saw the billing records in the Book 
Room? 

Ms. Dickey. Not that I remember. 

Mr. Giuffra. You never saw these billing records anyplace else 
in the entire White House complex? 

Ms. Dickey. Not that I remember. 

Mr. Giuffra. Mr. Jennings, when you were at the White House 
on August 9th, you never saw these billing records; correct? 

Mr. Jennings. No, sir, I did not. 

Mr. Giuffra. Mr. Jennings, if we could go back to the Ward v. 
Madison case, am I correct that there were three agreements that 
Mr. Ward entered into with Madison, three iterations? 

Mr. Jennings. There were three separate documents, yes. 

Mr. Giuffra. The first agreement did not correctly state the oral 
agreement that had been reached by Mr. McDougal and Mr. Ward; 
is that right? 

Mr. Jennings. According to Mr. Ward, they did not. 

Mr. Giuffra. If we could put up on the Elmo Senate 30383 to 
84, this was the second letter agreement, which was dated Septem- 
ber 24, 1985. This represents the agreement between McDougal 
and Ward with regard to the IDC property and what Mr. Ward’s 
compensation would be; correct? 

Mr. Jennings. I can’t tell for sure because I can’t read it. If this 
is the second 

Mr. Giuffra. Someone is going to bring you a copy. 

Mr. Jennings. Thank you. 

This appears to me to have been the second agreement and was 
not the one that we sued on. 

Mr. Giuffra. Now let’s put up the third agreement, which is also 
dated September 24, 1995. What, sir, was the difference between 
the two letters? 

Mr. Jennings. If I may have a copy, I can’t read that. 

Mr. Giuffra. We’re having someone bring it right down to you. 

Mr. Jennings. I understand. Thank you, sir. 

It appears at first glance that the principal difference was that 
it makes reference to the 22 V 2 acres located in the part of the 
northeast quadrant and so forth. 

Mr. Giuffra. That’s the Holman Acres property? 

Mr. Jennings. Correct. 

Mr. Giuffra. Who typed this third agreement, do you know? 

Mr. Jennings. I do not know. I know from the testimony of Sue 
Strayhorn that she typed the first one at the request of Mr. Ward 
and I believe that’s Mr. Ward’s recollection. I do not know who 
typed the second or third one. I have information secondhand that 
this one was probably typed, this one or the second one was prob- 
ably typed by — excuse me, was probably typed by Mr. Hubbell’s 
secretary. 

Mr. Giuffra. That was something you’d been told by Mr. Ward? 

Mr. Jennings. No. I hadn’t been told at the time. This is some- 
thing that I learned within, you know, the last month or so. I didn’t 
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have any idea at the time of the lawsuit who had typed the last, 
the third document. 

Mr. GlUFFRA. Let’s put the option up on the Elmo, which is S 170 
through S 174. 

Mr. Jennings. I’m fairly familiar with that document. 

Mr. Giuffra. Were you aware there were two versions of the op- 
tion agreement, one reflected 6 V 2 acres and then the second version 
of the option agreement reflected the entirety of the Holman Acres 
property? 

Mr. JENNINGS. I learned that for the first time when my deposi- 
tion was taken, I was quite surprised by that. 

Mr. Giuffra. The option was never exercised; correct? 

Mr. Jennings. Was not. 

Mr. Giuffra. Did you consider the option to be an important 
piece of evidence at trial? 

Mr. Jennings. Absolutely not. 

Mr. Giuffra. Why did you not consider the option to be an im- 
portant piece of evidence at trial? 

Mr. Jennings. I was trying the lawsuit on the basis of a docu- 
ment specifically that had been signed by Seth Ward and Mr. 
McDougal, and I considered that to set forth the terms of the 
agreement and was trying the lawsuit to find out how much money 
Mr. Ward was entitled to on the basis of that agreement. 

Mr. Giuffra. What do you recall was Mr. Latham’s testimony at 
the trial with regard to the Holman Acres parcel? 

Mr. JENNINGS. I think he testified that for some reason, an op- 
tion that was not ever exercised represented payment to Mr. Ward 
of his commissions, and I consider that to be patently absurd. 

Mr. Giuffra. Now isn’t the reason the option was important to 
Latham was because there had been a promissory note that had 
been entered into by Madison and Mr. Ward for $300,000 with re- 
gard to the commissions? 

Mr. Jennings. I don’t know why the option was important to Mr. 
Latham. I know that there was never any contention at the trial 
that Mr. Ward was not owed at least $300,000 in commissions. 

Mr. Giuffra. The question was whether he was also entitled to 
the land as well as the $300,000. 

Mr. JENNINGS. None that I had any — you know, I did not recog- 
nize any such contention if it was made. 

Mr. Giuffra. At the trial, did anyone from Madison put forward 
any evidence supporting Mr. Latham’s theory with regard to the 
option agreement? 

Mr. Jennings. No, nobody did. 

Mr. Giuffra. There was no supporting evidence as to what the 
intent of the option was? 

Mr. Jennings. Absolutely none. 

Mr. Giuffra. Madison chd not present any witnesses relevant to 
this particular theory with regard to the option at trial? 

Mr. Jennings. Did not. 

Mr. Giuffra. Mrs. Clinton was never asked to testify; correct? 

Mr. Jennings. Oh, no. Of course not. That is correct. 

Mr. Giuffra. No one knew that she was the person who had 
drafted the option until recently? 
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Mr. Jennings. I had no knowledge at that time who had drafted 
the option. 

Mr. Giuffra. Had Seth Ward ever indicated to you that Mrs. 
Clinton had drafted the option during the trial? 

Mr. Jennings. No, and he expressed surprise recently when 
press reported that she had. 

Mr. Giuffra. Do you recall, during the course of your prepara- 
tion for trial, investigating who had prepared the option? 

Mr. Jennings. I’m sorry? 

Mr. Giuffra. Did you investigate during the trial, in preparing 
for trial, who had prepared the option? 

Mr. Jennings. No, sir. The option was not of any importance to 
me. I was suing on the basis of a document that had been signed 
by Mr. McDougal and Mr. Ward. Nobody has ever said that that 
isn’t Mr. McDougal’s testimony — I mean, signature. In fact, the tes- 
timony is that it is his signature and nobody ever contested that. 

Mr. Giuffra. Was there any discussion of the option during the 
meeting between Mr. Kendall and Mr. Ward in January 1996? 

Mr. Jennings. Not to my recollection, no. 

Mr. Giuffra. There was no discussion of the option when you 
met with Mrs. Clinton? 

Mr. Jennings. Absolutely not. 

Mr. Giuffra. And it’s your testimony that the meeting with Mrs. 
Clinton on August 9th strictly concerned her abilities as a lawyer 
and was intended to deal with this issue of refuting the claim that 
somehow her abilities as a lawyer were not up to snuff, the claim 
that was being made in this book? 

Mr. Jennings. Obviously, sir, I cannot testify from memory that 
nothing else was talked about with Mrs. Clinton, but I can tell you 
that we did not talk in any way about Whitewater or Madison or 
Mr. Ward’s lawsuit or anything of that nature. 

Mr. Giuffra. Thank you very much, sir. 

Mr. Jennings. You’re welcome, sir. 

The Chairman. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Good morning, Mr. Jennings. Good morning, 
Ms. Dickey. 

Ms. Dickey. Hello. 

Mr. Ben-Veniste. Mr. Jennings, let me go back to the circum- 
stances as you understand them in connection with the acquisition 
of the IDC property. If I understand your testimony, this property 
was considered to be extremely valuable and was the subject of 
hard arm’s length bargaining between buyer and seller? 

Mr. Jennings. Well, even more than that, it was also with the 
banks that had mortgages on the property. I think there were three 
different banks who had mortgages on the property in excess of the 
amount of the sales price. 

Mr. Giuffra. So that when you say “in excess of the amount of 
the sales price,” the sales price being $1.75 million? 

Mr. Jennings. Right. 

Mr. Ben-Veniste. And the mortgages which had been loaned by 
various institutions, not Madison Guaranty Savings & Loan but 
other institutions on this property totaled somewhere in the range 
of $3 million, if I understood? 
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Mr. Jennings. I believe that’s the reason the $3 million figure 
was first mentioned, they were trying to get the banks out and in 
the clear, but I do not have actual knowledge of the amount of 
those loans, but I know they were in excess of $1,750,000. 

Mr. BEN-VENISTE. So the lenders and possibly the banks which 
were secured by the property itself took a loss in connection with 
the sale of this property to Madison? 

Mr. Jennings. That’s certainly my understanding. 

Mr. Ben-Veniste. Do you have any understanding, did Mr. Ward 
ever tell you that Mrs. Clinton had anything whatsoever to do with 
the acquisition of the property? 

Mr. Jennings. He did not tell me any such thing. 

Mr. Ben-Veniste. How was this property referred to by you and 
Mr. Ward and, indeed, during the trial of the case between Mr. 
Ward and Madison Guaranty where you represented Mr. Ward? 
Was it referred to as IDC? 

Mr. Jennings. Yes, sir. 

Mr. Ben-Veniste. Was it ever referred to as Castle Grande? 

Mr. Jennings. Castle Grande was a very small part of the pur- 
chase. It is my understanding that it was a trailer park, it was res- 
idential, and nobody referred to the entire transaction as Castle 
Grande, 

Mr. Ben-Veniste. In the trial which occurred in 1989, was it? 

Mr. Jennings. No, sir, it was 1988. 

Mr. Ben-Veniste. In August 1988? 

Mr. Jennings. August 30 and 31, 1988. 

Mr. Ben-Veniste. Thank you. In the trial of the case, the prop- 
erty which was underlying the dispute between the parties was re- 
ferred to as IDC; is that correct? 

Mr. Jennings. That is correct, I have reviewed that transcript. 
Naturally, I didn’t memorize it, but I don’t believe there was any 
reference to Castle Grande, other than that it was a small part of 
the transaction. 

Mr. Ben-Veniste. Would you provide us with your understand- 
ing of Mr. Ward’s participation in the negotiations for the purchase 
of the property at this bargain price, or what was considered a bar- 
gain price at the time, and his subsequent involvement. 

Mr. JENNINGS. Well, as I’ve said, he was asked by Mr. McDougal 
to see if he could get from the IDC an easement through the prop- 
erty because Madison, or McDougal, owned some property south of 
there that was landlocked. He went to Mr. Everett Tucker, who 
was a friend of his, and asked Mr. Tucker if the IDC would give 
an easement. Mr. Tucker said no, but we will sell you the property. 
So Mr. Ward said what do you want for it, and Mr. Tucker said 
$3 million. Mr. Ward went back to Mr. McDougal and said they 
won’t give you an easement but they will sell the property to you 
for $3 million. Mr. McDougal said that’s too much. Not interested. 

Mr. Ward reported back to Mr. Tucker and Mr. Tucker said well, 
maybe we can do better on the price. He finally said we’ll sell it 
for $1.75 million. Mr. Ward went back to Mr. McDougal and said 
this is a bargain. Since I am an employee and I contacted Mr. 
Tucker at your request, I feel duty bound to let you buy the prop- 
erty if you want to. If you don’t, I’ll buy it myself. 

Mr. Ben-Veniste. What happened thereafter? 
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Mr. Jennings. Well, Mr. McDougal said he wanted to buy it, and 
he told Mr. Ward that he couldn’t handle the entire transaction 
and asked Mr. Ward if he would take part of it. Mr. Ward said he 
would be glad to. 

Mr. Ben-Veniste. And that resulted eventually in the agreement 
that you refer to as between Mr. Ward and Mr. McDougal? 

Mr. Jennings. Yes, sir. As I recall the documentation, there was 
a deed to the south half — not exactly half, but the property south 
of 145th Street, a deed to Mr. Ward for the property north of 145th 
Street, an option executed between Mr. Ward and Mr. McDougal 
on behalf of Madison for Madison to buy from Mr. Ward the prop- 
erty that had been deeded to him. 

Mr. Ben-Veniste. Later, there was an option agreement entered 
into but not exercised as you’ve testified? 

Mr. Jennings. That’s correct, sir. That had nothing to do with 
the original transaction. 

Mr. Ben-Veniste. Tell us what your understanding of that op- 
tion was in the context of what had gone on between the parties. 

Mr. Jennings. I will have to tell you what happened and then 
if you want to know how I interpret that, I will be happy to do it. 
What happened was that Mr. Ward, and I believe the exact date 
was March 31, 1986, borrowed $400,000 from Madison. He had 
been requesting payment of his commissions and he had been told 
that Madison didn’t have the money to pay them. 

He had some need, he had some transaction he wanted to enter 
into that he needed money for, and also since it was generally 
agreed that he was entitled to, at least, $300,000 for his commis- 
sions, he borrowed $400,000. 

The deal that he had planned to make with the $100,000 of that 
fell through, so he paid them back the $100,000, leaving a balance 
on the note of $300,000. My best recollection also is that some of 
the proceeds of that note were used to pay an earlier note that Mr. 
Ward had given to Madison. 

Then later — this would have been according to the date on the 
option, I believe it was May 1 

Mr. BEN-VENISTE. It was dated May 1st, but if you will — see, it 
is notarized as of the 5th, I believe. 

Mr. Jennings. OK. In any event, Mr. McDougal wanted to be in 
the position to buy that property for $400,000 if — it had been mort- 
gaged to secure the $400,000 loan, which is now $300,000, if Mr. 
Ward elected to pay off the note and satisfy the mortgage, then Mr. 
McDougal, as I understand it, still wanted to be in the position to 
acquire that property for $400,000 if he could get it. That’s why he 
asked for the option. 

Mr. Ben-Veniste. Now at the trial of Ward v. Madison in which 
you represented Mr. Ward, the question has come up as to whether 
this option agreement was somehow an important question in the 
trial. You have explained the reason why you understood the option 
was entered into. Was there any interest whatsoever in who draft- 
ed that option agreement at the trial? 

Mr. Jennings. Absolutely not. 

Mr. Ben-Veniste. You chuckle. Does the law in Arkansas pro- 
vide for a Parole Evidence Rule? 
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Mr. Jennings. Yes, sir, it does. When Mr. Latham testified as to 
his understanding about what the agreement was, I objected on the 
ground that he was attempting to vary the terms of a written 
agreement by parole evidence, which is absolutely improper, and 
the judge, and don’t ask me why, he overruled the objection, but 
in the instructions to the jury by the court, there was never any 
instruction with regard to any variation of the terms of the written 
agreement by parole. 

Mr. Ben-Veniste. The Parole Evidence Rule applies to an exe- 
cuted document and essentially forecloses oral testimony about the 
agreement? 

Mr. Jennings. Any testimony that is designed to question the 
terms of the agreement or vary the terms of the agreement based 
upon parole is inadmissible. 

Mr. Ben-Veniste. And in that regard, the subject of the court’s 
ruling was with respect to the initial September 24th agreement. 
I take it no one attempted to advance some parole evidence with 
respect to the option agreement? 

Mr. Jennings. They had interpreted Mr. Latham’s testimony to 
the effect, to mean that the agreement with regard to Holman 
Acres took the place of the agreement with regard to commissions. 
And that certainly wasn’t what the written agreement said, and 
nobody other than Mr. Latham even suggested that Mr. McDougal 
and Mr. Ward hadn’t agreed to what the written agreement said 
that they had agreed to. 

Mr. Ben-Veniste. This Holman Acres was considered to be the 
most valuable portion of the IDC property? 

Mr. Jennings. Well, in the sense that the total transaction was 
a million and three-quarters, and the parties valued Holman Acres 
at $400,000, so it’s 

Mr. Ben-Veniste. Acre for acre almost? 

Mr. Jennings. It was what, 23 percent of the value of the entire 
transaction. That’s the only answer I can give you. There was no 
other single piece of property that I know of that was — oh, yes, I 
take that back, excuse me. My recollection is bad. The sewer and 
water system was valued at much higher than $400,000. 

Mr. Ben-Veniste. Because there was a commercial enterprise on 
that property? 

Mr. Jennings. That’s correct. My recollection is that it was sold 
for $1.2 million, just that one piece, and I don’t think they ever col- 
lected $1.2 million, but that was the sales price. 

Mr. Ben-Veniste. So a small portion of the $1.75 total purchase 
price was sold for $1.2 million? 

Mr. Jennings. Well, now again, was it a small portion? I don’t 
know how much property it involved, but it was certainly a valu- 
able commercial operation. 

Mr. Ben-Veniste. OK. So let’s continue on with the option agree- 
ment, because much has been made in these proceedings of the 
option agreement and the fact that Mrs. Clinton apparently spent 
something under 2 hours in connection with drafting it. If you no- 
tice, there are two versions of the option agreement. 

Mr. Jennings. Well, I didn’t realize that until my deposition was 
taken, but I now know that that’s true. 
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Mr. Ben-Veniste. Let me refer, if we could have put before you 
the deposition of Mr. Ward, which was taken pretrial in the Ward 
v. Madison case in 1988. At page 83, line 23. Actually go up to 21: 

Question: I have two resolutions and two different pieces of property. 

Answer: The resolutions they wrote had the wrong legal descriptions. After it was 
put together, I called that to Don Denton’s attention, and he had Document 063 pre- 
pared, and it was signed by John Latham. 

Mr. Jennings. I’m sorry, that is not what I have before me, I do 
not believe. What page was it? 

Mr. Ben-Veniste. It’s page 83. 

Mr. Jennings. Oh, 83, OK. Let me go back on that. 

Mr. Ben-Veniste. Again, it would start at line 21, the question. 

Mr. Jennings. I notice that deposition was apparently attended 
by Mr. Rowe of my firm. I don’t believe I was present. 

Mr. Ben-Veniste. Right. 

So Mr. Ward gave these answers to the following questions at 
that time. 

Question: So what happened was they put the wrong property description in the 
resolution? 

Answer: That’s right. 

Question: And Mr. Denton substituted the first two pages, which you and some- 
body initialed. Is that John Latham? I can’t tell. Jim McDougal? I see “S.W.”; I as- 
sume those are your initials? 

Answer: It would be John Latham, I guess. 

Then it goes on, but the wrong property was designated in the 
original option agreement, and according to Mr. Ward, Don Denton, 
prepared the final executed agreement. Do you know who Mr. Don 
Denton is? 

Mr. Jennings. I do. 

Mr. Ben-Veniste. Who is Don Denton? 

Mr. Jennings. Mr. Don Denton was an employee of the Union 
National Bank at a time when Mr. Ward was doing business with 
Union National and Mr. Ward knew him through that relationship, 
and Mr. Denton was the one who suggested to Mr. Ward that Mr. 
McDougal might be interested in hiring Mr. Ward. 

Mr. Ward at that time was retired and Mr. Denton thought that 
maybe he would like to get a little additional income, I guess, so 
Mr. Denton introduced Mr. Ward to Mr. McDougal, who Mr. Ward 
had never previously met. 

Mr. Ben-Veniste. My point in this is that the first draft of this 
option agreement which bore the designation small “g,” which in 
turn has been identified here as the Rose Firm designation for Mrs. 
Clinton’s then-secretary was the initial draft dated the 1st, then it 
was superseded by a document apparently prepared by Mr. Denton, 
and that document was the one that was signed and notarized and 
was the document that was presented. Mr. Jennings is that consist- 
ent with everything you know? 

Mr. Jennings. Yes, sir, that’s consistent. 

Mr. Ben-Veniste. So that 

Mr. Jennings. Except that I had forgotten about the first one en- 
tirely. 

Mr. Ben-Veniste. If I understand your testimony, the option 
agreement itself was not a big issue at the trial, the explanation 
that Mr. Ward provided was accepted by the jury on the larger is- 
sues in the case, the court did not disturb that verdict, I take it? 
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Mr. JENNINGS. That’s correct. Actually, Mr. Ward testified that 
he was entitled to $391,640, or $840, and the jury returned a ver- 
dict for $391,645, or $845, so they gave him $5 more than he said 
he was entitled to. I don’t want to retry that lawsuit. I’m satisfied 
with the results. 

Mr. Ben-Veniste. I imagine. Let me ask you, and this is quite 
a serious question. Did anything come to your attention during the 
course of that trial or your representation of Mr. Ward which sug- 
gested in any way, shape or form that anyone at the Rose Law 
Firm, much less Mrs. Clinton, had done anything improper or inap- 
propriate in the representation of Madison? 

Mr. Jennings. Absolutely not. I was only aware that the Rose 
Firm in some connection had represented Madison, and that was 
the reason that Mr. Ward didn’t go up to the Rose Firm to file his 
lawsuit, but any information whatsoever about what they had done 
in connection with their representation was unknown to me, and 
I certainly know of nothing that they had done that was improper. 

Mr. Ben-Veniste. If I understand your testimony, the question 
about who drafted the option agreement was completely irrelevant 
to the issues at trial in Ward v. Madison , and further, that any ef- 
fort to present evidence, should it have been relevant, regarding 
the drafting of the agreement would have been barred by the Pa- 
role Evidence Rule? 

Mr. Jennings. Yes, and I would have hoped that the court would 
have so ruled, but as far as I know, there was never any effort on 
the part of anybody at the trial itself to present evidence with re- 
gard to who drafted the option agreement. This was from a deposi- 
tion which I didn’t attend, but as far as the transcript of the trial 
is concerned, there was no evidence at any time about who drafted 
the option agreement so far as I can remember. 

Mr. Ben-Veniste. Let me turn to the question of your more re- 
cent contacts, now we’ll zoom fast forward into the 1990’s and your 
visit to the White House in August of last year. 

Mr. Jennings. Yes, sir. 

Mr. Ben-Veniste. There has been a report in The Washington 
Post with regard to what was said by you in your deposition. Did 
you discuss your deposition with anyone from the press? 

Mr. JENNINGS. I certainly did not, and, in fact, I wrote to Mr. 
Dinh and expressed shock that the press had information about 
what I had said in my deposition when I had not yet been fur- 
nished a copy of it. 

Mr. Ben-Veniste. I don’t think — did you copy us in that letter? 
I don’t think we have a copy of it. 

Mr. JENNINGS. I’m afraid that I didn’t, but I 

Mr. Ben-Veniste. Do you have a copy of that letter? 

Mr. Jennings. Yes, I do. Just a second. 

This was faxed to Mr. Dinh on February 9, 1996, and it does not 
show that I copied anybody else. 

Mr. Ben-Veniste. May we borrow your file copy to make a copy 
of that? 

Mr. Jennings. You most certainly can. May I read what I said, 
very briefly? 

Mr. Ben-Veniste. Sure. 
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Mr. Jennings. It said, “Dear Mr. Dinh: Based upon a news story 
in today's Arkansas Democrat-Gazette,” that would have been on 
the 9th of February, “and a telephone call that I received this 
morning from a reporter, it is apparent that the press has access 
to information concerning which I testified in my deposition. Since 
I do not have a transcript of my deposition, it is shocking to me 
that the press already has it. 

“I respectfully request that I be provided with a copy of the tran- 
script of my deposition in ample time for me to review it before my 
scheduled appearance before the Committee on Thursday, Feb- 
ruary 15, 1996. I believe I was advised that I was entitled to have 
a transcript 4 days before an appearance before the Committee. I 
could be mistaken about that, but that is certainly my impression.” 

I received a telephone call from Mr. Dinh apologizing to me for 
this having been made public before I had a copy and assuring me 
that I would have a copy promptly and that he would attempt to 
determine the leak. 

Mr. Ben-Veniste. If we may have a copy of that, we would ask 
that it be made. 

Mr. Jennings. I might add that I received my copy of the tran- 
script about noon on Saturday, which would have been the 10th, 
I guess. And that was the first time that I had received it, and I 
did not discuss — very deliberately did not discuss what I had testi- 
fied to with anyone. 

Mr. Ben-Veniste. Mr. Chairman, may we make this letter a part 
of the record? 

The Chairman. Certainly. 

Mr. Ben-Veniste. Of importance is the fact that the news story 
that I referred to, which is dated February 9, 1996, there is a sug- 
gestion that your visit to Washington had something to do with the 
appearance in the first instance of billing records. The article is 
headlined, “First Lady Met Arkansas Figure’s Lawyer,” I guess 
that was you, “In Month That Billing Records Appeared,” drawing 
some sort of connection between the fact that you came up for the 
purposes you’ve testified about 

Mr. Jennings. I know that’s bound to have been Susan Schmidt. 
Excuse me. Go ahead. 

Mr. Ben-Veniste. The connection that is drawn here is because 
you were in the White House in August, and because Ms. Huber 
recollected that that’s the first time she came in contact with the 
billing records so far as she recollected in her testimony here, that 
somehow your appearance at the White House was associated with 
the initial discovery of those billing records. 

Mr. JENNINGS. That is absolutely absurd. That did not happen, 
had no connection whatsoever. 

Mr. Ben-Veniste. Now there did come a time when in January 
1996, subsequent to the time the billing records were discovered, 
that Mr. Kendall met with Mr. Ward in Arkansas. 

Mr. Jennings. Yes, sir. 

Mr. Ben-Veniste. Was that the first time that you saw these 
billing records? 

Mr. Jennings. I am not even sure that I saw the billing records 
at that time because I didn’t examine what Mr. Kendall was show- 
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in g to Mr. Ward, but I assume that that’s what it was. If that’s 
what it was, that’s certainly the first time I had ever seen them. 

Mr. Ben-Veniste. Now, I have not read Mr. Ward’s deposition 
which was taken in Arkansas on Monday of this week, but in that 
deposition he had very little recollection of conversations with Mrs. 
Clinton back in 1985 and 1986. In your meeting with Mr. Kendall 
and Mr. Ward, was Mr. Ward’s recollection any clearer? 

Mr. Jennings. No, sir. That is consistent with what I heard him 
tell Mr. Kendall. 

Mr. Ben-Veniste. Ms. Dickey, if I understand your testimony, 
you saw no billing records at any time, so far as you know, when 
you were at the West Wing of the White House? 

Ms. Dickey. I was in the East Wing of the White House. 

Mr. Ben-Veniste. In the East Wing. 

Ms. Dickey. East Wing. In my office. And I never recall having 
seen those records. 

Mr. Ben-Veniste. Thank you. 

Senator Simon. 

OPENING COMMENTS OF SENATOR PAUL SIMON 

Senator Simon. Yes, I just wanted to get one question to you, Mr. 
Jennings. First of all, I thought your comment at the end of your 
statement, “I don’t know why I’m here,” was significant. Frankly, 
there are two of us here today who are in that situation. 

Senator Dodd. Three. 

Senator Simon. Three, all right. Maybe more. 

Mr. Jennings. If I may interrupt, at least you’re being paid for 
being here, sir. 

[Laughter.] 

Senator SIMON. My staff did a little biography of you and said 
you are a highly-respected lawyer in Arkansas, and if you will for- 
give me, you have a few years on you. Do you have any reflection 
on what we’re doing here? 

Mr. Jennings. Do I have any 

Senator Simon. Yeah, reflection, on this whole process. 

Mr. Jennings. Well, let me say that as the process has been re- 
ported, and I’m not talking about what has actually happened, but 
as it has been reported, there has been a great deal of inaccuracy 
in the reporting of what is happening here and what has happened 
with regard to all of this. For one thing, Mr. Seth Ward has been 
shamefully mistreated in the press. Mr. Seth Ward has not done 
anything illegal, and according to the jury, he was entitled to every 
penny that he didn’t get, because later the RTC was able to attack 
collaterally that judgment; it wound up in a settlement by which 
Mr. Ward paid back some of what he had won in the lawsuit. 

It has been published over and over again that Mr. Ward was 
indebted to Madison, that he didn’t pay in amounts over half a mil- 
lion dollars. That is absolutely untrue. He paid every penny that 
he owed Madison. 

In this lawsuit, and I don’t know about Illinois, although I went 
to school at Northwestern, in this lawsuit, if there was any indebt- 
edness of Mr. Ward to Madison, when he sued Madison under Ar- 
kansas law, Madison was required to counterclaim for any amount 
that they claimed that Mr. Ward owed them. 
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As a matter of fact, in our complaint, we said that Mr. Ward 
owed Madison $93,000 on a note, plus interest. When the verdict 
was rendered, it was stipulated that Madison was entitled to collect 
and have deducted from any judgment in favor of Mr. Ward the 
$93,000 plus interest, which was done, and that represented full 
and total payment by Mr. Ward of any amount of money that he 
owed to Madison. 

Likewise, after the RTC collaterally attacked the judgment and 
finally entered into a settlement, they entered into a release in 
which the RTC has released Mr. Ward from any claims whatsoever 
on behalf of Madison, RTC, or anybody else. 

Another thing that has greatly distressed me is that it has been 
reported that Mr. Ward’s transaction cost Madison $41/2 million 
and was a factor in Madison becoming insolvent. I would love to 
see the arithmetic on that, because the evidence in the lawsuit was 
that property that was purchased for $1,750,000, was sold for 
$3,600,000 and some. That is the reason that Mr. Ward was enti- 
tled to commissions in excess of $300,000. That’s repeated, every 
story says that Mr. Ward broke Madison. The truth of the matter 
is that in 1986 when Mr. McDougal left, and I presume was asked 
to leave Madison, the Federal Home Loan Bank, as I understand 
it, took over the governing of the day-to-day operation, nobody con- 
tended that this one particular transaction had broken Madison. 

I certainly respect the Senate as a body and I certainly respect 
the right of the Senate and all of its Members to investigate this 
matter, I don’t question that, and I think it’s appropriate, but I do 
think that this investigation ought to be directed strictly at getting 
to the truth. 

Senator Simon. I know the light is on, but you mentioned specifi- 
cally Mr. Ward, his reputation being harmed. Do you think it is 
possible in the process that we have also harmed the reputation, 
just as Mr. Ward’s reputation has wrongfully been harmed, harmed 
the reputation of Mrs. Clinton and other people in the process? 

Mr. Jennings. Yes, that is my opinion. My wife thinks you are 
harming my reputation by having me here. 

Senator SlMON. Well, and your wife may be correct. 

Mr. Jennings. I realize that. 

Senator Simon. We are taking, and I don’t mean to pick on you, 
Ms. Dickey, but we are bringing in secretaries, we are frightening 
people, people are piling up big legal bills, and I have to ask myself 
what is the purpose of it all. And if there is no real national pur- 
pose to be served, then it seems to me we ought to close up shop 
and issue our report to the Senate. 

I thank my colleague for yielding. 

The Chairman. Mr. Jennings, first of all, we thank you for your 
cooperation and we certainly take note for the record of your co- 
operation. I want to tell you that so we hope that your wife or no 
one else gets anything other than the fact that your appearance 
here is in an attempt to give the Committee an opportunity to gain 
facts so that we can complete a picture, and that’s our job. What- 
ever that picture turns out, we’re not in the business of attempting 
to put up a false picture, but to get the facts so the American peo- 
ple and the Congress have them. That’s what our purpose here is. 
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And let the record reflect that you have been most cooperative at 
every stage, and we are deeply appreciative. 

Mr. Jennings. Thank you. 

The CHAIRMAN. Let me ask you this because I hear and I respect 
your views as it relates to the characterizations that do or do not 
fairly impinge upon Mr. Ward. The fact of the matter is, though, 
he did come to a settlement with the RTC, is that not correct? 

Mr. Jennings. Yes, he did. 

The Chairman. And he agreed to pay them back a substantial 
amount of money; is that correct? 

Mr. Jennings. $335,000 is my recollection. 

The Chairman. The reason he agreed to pay them back their 
$335,000 is why? 

Mr. Jennings. Well, for one thing, Mr. Ward had fallen out of 
a second-story window when he was trying to fix the downspout on 
a house and had suffered a very severe injury. He broke several 
vertebra, he has very serious residual injuries. And he thought and 
his lawyer then, Tom Ray, thought that not only was this continu- 
ing litigation potentially injurious, further injurious to his health, 
but that before he got through he was going to spend more money 
on attorney fees than what was in dispute and that the best inter- 
est of Mr. Ward was to get the thing behind him. 

The Chairman. Well, OK, but the fact of the matter is that he 
entered into a settlement and paid back $335,000 and there are 
those who contend, the RTC and others, that he had no legitimate 
claim to those moneys. 

Now, I understand we work out settlements for different reasons 
and I understand why people may agree to handle litigation, but 
that’s a substantial sum of money. And the fact remains, and we 
will demonstrate to you, and I don’t think that maybe you had all 
of this information, we will show you rather quickly and vividly 
how it is that that entire process, the Castle Grande/IDC process, 
was estimated to cost the taxpayers $3.8 million. 

It doesn’t mean that along the way that some people may or may 
not have made some money and that various processes at that time 
did not cost money, and let me tell you, that has been very clearly 
substantiated. Even the RTC Pillsbury Report refers to this in 
some detail, and you probably don’t have all of that, and I under- 
stand that. 

Let me just assure you of one thing, and I certainly don’t think 
that your appearance at any one place should be characterized as 
anything other than, for example, your appearance here today, as 
an effort to be cooperative. And you have never sought to delay, I 
want the record to indicate that, so if your wife is watching or 
friends are watching, Mr. Jennings has always been cooperative 
with this Committee in terms of everything, I’ve been advised, and 
we want people to note that. 

But why the interest as it relates to your appearance at the 
White House on or about August 9, I guess, 1995, because that 
happens to be a day that Mr. Kendall was there, and you have ex- 
plained and Mr. Kendall is deeply involved in the matter of at- 
tempting to gain facts and represent the Clintons as it relates to 
Whitewater and Whitewater-related matters. That is the same day, 
so you were there, Mr. Kendall was there. I think it’s appropriate 
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for us to ask what the circumstances are and were. And you’ve tes- 
tified and you’ve shed light on that. 

Mr. Jennings. I agree absolutely. I have no question about that. 

The Chairman. So in other words, when you say you don’t know 
what you’re doing here, and let me just add, someone else that we 
know that was there who was a close adviser in this matter, in the 
related matters that we’re looking at, Susan Thomases was there, 
and then 

Mr. Jennings. May I correct something that I said? 

The Chairman. Yes. I am not saying, by the way, and that’s why 
we asked if you met and you said you did not meet her on that day, 
and I accept that, but that is why we pursue the line of questions. 
It’s not that we’re just drawing it out and we’ve tried to bring peo- 
ple in to give them a difficult time or to impugn their reputations, 
and I just want to share that with you. We have an indication that 
Susan Thomases was there 

Senator, please. I really attempt to accord everybody the right to 
ask their questions, to make their presentations, as long as we’re 
not abusive of a witness, I have allowed both sides and everyone 
to try to have a fair berth. I am not trying with exactitude to split 
hairs and everything. Sometimes people may make reference to one 
party and a thing that may be off. 

I am just trying to say and assure Mr. Jennings and the public 
that we’re not just bringing people in to harass them or to go over 
old things. We’re trying to get the facts. 

Mr. Jennings, in your testimony you’ve helped us. 

Mr. Jennings. I hope so. 

The Chairman. You have. Some people may have been looking 
to see what the implications were. I am trying to say, because I 
think we have a White House record that indicates Ms. Susan 
Thomases was there on or about that period of time on August 4th, 
earlier there was an RTC report that came about. Then we had Ms. 
Huber come in and testify that it was sometime during August, 
late July or early August, she thought it was in August, that she 
found the billing records. 

And we know that you were there then, and I think it’s a logical 
thing to ask, did these things come up, did you discuss them, et 
cetera. You have given your testimony. I believe you. I absolutely 
believe you. I have no reason not to. But I don’t think it’s fair — 
and others say this is ridiculous, there’s no connection, why should 
we be bringing witnesses in. There is a reason, and we’re attempt- 
ing to get the facts. And if the facts clearly indicate that there was 
no connection, then that should be known. 

Mr. Jennings. I agree. 

The Chairman. We will attempt to do that. I hope we have reas- 
sured you and that is why I took the time to go through some of 
these things with you. 

Mr. Jennings. I have something that I need to say. It’s Patsy 
Thomasson that I know. If that’s somebody different from Susan, 
I misspoke. 

The Chairman. That is someone different and let the record indi- 
cate you did not indicate that you saw Susan Thomases on that 
day. We have reason to believe she was in the White House and 
no one says she was at this meeting. That’s why we raised it. 
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Patsy Thomasson is someone that you know back from Arkansas, 
days in Arkansas? 

Mr. Jennings. Right. If I had seen Susan Thomases, I wouldn’t 
have known who she was. One other thing I would like to say, with 
the permission of the Chair. 

The Chairman. Certainly. 

Mr. Jennings. If indeed Madison lost $3.8 million, and I accept 
your statement on that, it was not Mr. Ward’s fault. 

The Chairman. Well, I think it is the operation of the bank itself 
and the manner 

Senator Dodd. May he explain that a little bit? I was going to 
raise that issue. I think it is a very, very important point because 
the implications have been that Mr. Ward was responsible for that. 
Now, Mr. McDougal, that’s another matter, but I would like Mr. 
Jennings to explain why he believes that to be the case. 

Mr. Jennings. Well, because the property sold for $3.8 or $3.6 
million. It was purchased for $1.75 million. Now, I wouldn’t dispute 
the fact that Mr. McDougal could take those facts and transfer 
them into a loss, but I don’t think Mr. Ward would ever have con- 
sidered that the transaction would produce any loss. And as a mat- 
ter of fact, the testimony, undisputed, was that Madison could not 
have made this purchase except for Mr. Ward, that he had the con- 
nections with the banks and with the IDC to bring about this deal. 

Second, Mr. Latham testified on cross-examination at the trial 
that this was obviously a good deal for Madison. And that’s why 
it seems — it’s very difficult for me to see that anybody can blame 
Mr. Ward for any loss that Madison suffered. 

Senator Dodd. Very important point, Mr. Chairman. I think you 
will probably agree there is a distinction, I don’t think that was 
drawn very well before, the implications that Mr. Ward was re- 
sponsible, and I appreciate your response to that question. 

The Chairman. We’re not going to get into a back and forth on 
it but we will put up later on some — I don’t even think we have 
to do that. I think the record as it relates to the manner in which — 
I have characterized the operation of the bank as a real criminal 
enterprise and I think at some point in time, that’s exactly what 
it became. Whether it was because McDougal figured out that he 
couldn’t save it and let’s do what we have to or whatnot, but it cer- 
tainly is something that defies, I think, description as to anything 
less than. It was just run in a blatant manner, without regard for 
taxpayers. 

Senator Dodd. I am not arguing that. Mr. Ward, his role, and 
I think he gets lumped into that everytime. 

The Chairman. Let me say this to my friend and colleague. The 
repayment of the $335,000, and I heard Mr. Jennings, obviously 
there was, and I think if you look at the transactions themselves 
and begin to examine them, there was very real exposure on his 
part. You don’t advise your client to settle for the amount of money 
that they are looking for, but 

Senator Dodd. Could he respond to that a little bit? Is that 

Mr. Jennings. Beg your pardon? 

The Chairman. He has, really, he has, and it’s on my time. I 
want to try and move through it. 
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Ms. Dickey, this is a very delicate area. It concerns the questions 
with respect to Mr. Foster’s death, the Minority and the Majority 
have agreed, in the interest of attempting to calm down some of 
the speculation that has taken place, to ask you if in your own 
words, because there have been statements made and assertions 
made, and some made publicly, that when you learned of Mr. Fos- 
ter’s death, that you contacted the Governor’s Mansion to inform 
someone of that. I don’t know who that was or wasn’t. And then 
came the question of timing, what time you may have done that. 

You have advised us as to that. I want people to know that, but 
in order to put this question as best we can and to get and ascer- 
tain the facts, we have decided, Senator Sarbanes and myself, that 
we would ask you to describe in your own words as best you can 
how you learned about this, about what time you learned about it, 
and then if you did make a subsequent notification to somebody, 
what time did you make that. I hope you don’t find that offensive. 

Ms. Dickey. That’s fine. 

The Chairman. We want to try to clarify. Would you tell us? 

Ms. Dickey. Certainly. 

The Chairman. Thank you. 

Ms. DICKEY. I watched the President on Larry King Live the 
night of July 20, 1993, in the Solarium of the White House on the 
third floor. When that program was over, the doorman who works 
in the Usher’s office, whose name is John Fanning, came up to the 
Solarium and informed me that Vince Foster had in fact committed 
suicide and his body had been found. To the best of my recollection, 
that was around 10:00 Eastern Time on the night of July 20. 

Vince Foster was very close to our family, lived next door to them 
in Little Rock. It was a very personal thing for me. I immediately 
started to cry and became hysterical, went down to the second floor 
to see if the President was there. He was not there. I made a phone 
call to my mother, who was in Virginia. I made a phone call to my 
father, who was in Atlanta, Georgia. 

I then went back up to the third floor. I don’t know how much 
time I spent there. I went back down to the second floor, found the 
President there. He told me that he had shot himself in a park. I 
went back upstairs to the third floor. I don’t know how much time 
had elapsed. I found out at 10:00 p.m. My best recollection is that 
I did not make the second series of phone calls until at least 10:20. 
I then called Ann Stock, who is the Social Secretary and my boss 
at the time. I called Ann McCoy, who I reported to at the Gov- 
ernor’s Mansion, who had been a friend for a long time who also 
knew Mr. Foster, and lived down the street. And then I did call the 
Governor’s Mansion. 

The Chairman. So it was well after 10:00 p.m.? 

Ms. Dickey. My best estimation that I called the Governor’s 
Mansion was 10:30 p.m. 

The Chairman. I apologize to you for bringing this up, but the 
Majority and the Minority thought that it was important. We 
thought it was important to get a clarification and we’re not going 
to go any further. 

Senator Sarbanes. 
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OPENING COMMENTS OF SENATOR PAUL S. SARBANES 

Senator Sarbanes. Mr. Chairman, I would like to just go one 
step further. 

The Chairman. Certainly. 

Senator Sarbanes. It has been asserted by some that when you 
called the Governor’s Mansion in Little Rock, there was a dif- 
ference in the time and you have now said it was after the Larry 
King show and, therefore, after 10:00 p.m. 

It has also been asserted that you told them that Vince Foster 
had gone to his car in the parking lot and shot 

Ms. Dickey. That’s absolutely not true. 

Senator Sarbanes. Not true, OK. 

Ms. Dickey. I never heard that, I never would have said that be- 
cause that was not the facts as I knew them at that time. I am 
absolutely positive of the timing of this. 

The Chairman. I think that’s the key element, and I don’t wish 
to keep that aspect going any longer, nor did any of us personally 
want to bring it up but it’s the kind of thing that I think we have 
an obligation, when we have a witness who has testified and who 
is here to testify and who has given us this information by way of 
deposition, that it is important to try to clarify that situation as 
much as possible. So we attempt to deal with some of these rumors 
that may have been circulating. I think to that extent we have 
done that. 

I thank you, Ms. Dickey. 

Ms. Dickey. Thank you. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. If Senator Dodd would indulge me for just a 
moment. 

Senator Dodd. Certainly. 

Senator Sarbanes. Mr. Chairman, I’m concerned about this as- 
sertion that Susan Thomases was there that day. She may or may 
not have been, but the record I’m looking at doesn’t demonstrate 
that. And I would like to pursue that. Now maybe we should put 
it up on the screen, because my understanding is that the record 
indicates that she had, as it were, an appointment or had been put 
on the list, but she was never issued a badge and there’s no time 
of arrival or place of arrival for her, so that’s the first point. 

Second, this would indicate that the place she was going to, in 
any event, was in the Old Executive Office Building, and not in the 
White House residence, but 

The Chairman. Senator, I never said the White House residence, 
number one, and I was explaining to Mr. Jennings that there were 
a number of occasions and people who were there, including him- 
self, including Mr. Kendall, that gave rise to us including a report 
that Susan Thomases was there. I didn’t say — we asked if he met. 
He said no. 

Senator Sarbanes. I wasn’t focusing so much on your comments 
as I was the questioning of Mr. Jennings earlier in which it was 
asserted to him as a premise that Susan Thomases was there that 
day and did he see her. 

The Chairman. But he has indicated quite clearly that he did not 
see her. Nor would he 
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Senator SARBANES. I’m raising the question, on what basis do we 
make the assertion that she was there. And if it’s on the basis of 
this record, I don’t think this record demonstrates that, and I guess 
I should ask Counsel about it, since they put — is this the basis on 
which we’re making the assertion? 

The Chairman. No, nobody is making — this record is an indica- 
tion, speaks for itself and it has Ms. Thomases’ name down there, 
“Susan Thomases,” “visitee,” it says “Curry, on,” and it gives a 
time. Seems to me it’s about 9:58, August 9th. Do you have a time 
there? 

Senator Sarbanes. 3:00, 1500. Go all the way over, Mr. Chair- 
man, to badge. There was no badge issued and there’s no time of 
arrival. 

The Chairman. I don’t know if every time Susan Thomases went 
in, she had to sign in, whether she had a badge. I mean, I don’t 
want to get into characterizations, but we know that she had the 
ability to come and to go just about any time. I don’t know what 
the purpose of this is, if it’s to suggest that possibly this record 
that shows she was there, that she may not have been there, 
then — and we asked to ascertain from Mr. Jennings whether he 
met her. He said no. We accept that. 

Now, you know, if the White House is deficient in keeping its 
records, then that’s part of this. 

Senator Sarbanes. No, there is not a deficiency in the record. 
What this record shows, and I think that we need to be clear about 
that, is that she was put on the list to come, but it doesn’t show 
that she came. They have no time of arrival for her. There may be 
other evidence that would show somehow she did come, but on the 
basis of this record, I don’t think it can be asserted that she was 
there. That’s the only point I’m making. 

The Chairman. Fine. 

Senator Sarbanes. I think it’s an important point. 

The Chairman. We were attempting to ascertain whether or not 
Mr. Jennings did see her, and he said he didn’t see her. As a mat- 
ter of fact, I think thereafter, because there was some confusion as 
it related to a name that’s very similar and that I have at times 
and I think others have at times have confused Patsy Thomasson, 
and Mr. Jennings corrected that and said, by the way, he doesn’t 
know Thomases, he was thinking of Patsy Thomasson. 

Senator Sarbanes. Mr. Jennings, when did you hear from Mr. 
Kendall about these questions that were being raised about Mrs. 
Clinton’s legal abilities? Do you recall? 

Mr. Jennings. Sometime before August 9th, and I would assume 
that it was shortly before August 9th. 

Senator Sarbanes. Now after you got the call, you then made 
some inquiries to others about her legal abilities? 

Mr. Jennings. Yes, I reviewed a card index in our office to re- 
fresh my recollection about the three cases that I recalled that I 
had had with Mrs. Clinton on the other side. I got some further de- 
tails about that. Then I — well, actually one of my partners re- 
minded me that she had been in a case that he and I had been in, 
although not as an adversary. And there was one other matter 
that, again, she was not an adversary, but it involved a question 
of a dispute within a corporation between stockholders, and I rep- 
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resented one stockholder and she appeared in that, but not on the 
other side from me, and I frankly don’t really remember what, but 
I was impressed with the way she handled herself in court. 

Senator Sarbanes. Now, you thought on your own personal im- 
pression that she was a fine lawyer; is that correct? 

Mr. Jennings. Yes. 

Senator Sarbanes. What did you hear from others as you in- 
quired of others as to your opinion? 

Mr. JENNINGS. They confirmed my opinion. 

Senator Sarbanes. Senator Dodd. 

Senator Dodd. Well, Mr. Ben-Veniste wanted to raise a question. 

Mr. Ben-Veniste. Let me just ask one further question. Maybe 
Ms. Dickey can help us with this, that the record that we have 
with respect to Susan Thomases reflects that there is a request for 
a visitor being Susan Thomases by a person named Curry. Do you 
know someone named Curry? 

Ms. Dickey. Yes, I do. 

Mr. Ben-Veniste. Who would that be? 

Ms. Dickey. Betty Curry, Secretary for the President. 

Mr. Ben-Veniste. There is no indication of a badge number 
being issued or any other information that would suggest that Ms. 
Thomases, indeed, entered the White House grounds on that day, 
the 9th. What we have, Mr. Chairman, in other respects is a log 
of all individuals who came to the residence during the period in 
question, which would include the 9th, and Ms. Thomases’ name 
does not appear on that log or does not appear on any record re- 
flecting that she entered the residence. 

So prior electronic records reflecting entrance and departure 
would indicate that at least there is a record made when Ms. 
Thomases, among I suspect a large other segment of the popu- 
lation, comes to the White House, and there is no such record 
available, so that the implication in this newspaper — in the ques- 
tion that was raised that Mr. Kendall was there, the First Lady 
was there, Ms. Thomases was there, is just not an accurate impli- 
cation and premise for the question, based on the records that we 
have before us. 

Now, Mr. Jennings, let me ask you to further elucidate on the 
issue of losses to Madison. In 1986, Seth Ward entered into the op- 
tion agreement that is reflected in the document that we have 
shown you. 

In 1986, the Rose Law Firm withdrew from any further represen- 
tation subsequent to that event of Madison Guaranty. When, to the 
best of your knowledge, were the losses incurred that comprised 
this $4 million? 

Mr. Jennings. I don’t know, but I would assume that they oc- 
curred after the option was entered into. 

Mr. Ben-Veniste. So the idea of associating the Rose Law Firm, 
much less the First Lady, with an institution that lost $4 million 
would be somewhat unfair if, in fact, the losses occurred subse- 
quent to any representation by the Rose Firm? 

Mr. Jennings. I would agree with that. 

Senator Sarbanes. Senator Dodd. 
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OPENING COMMENTS OF SENATOR CHRISTOPHER J. DODD 

Senator Dodd. Well, just very briefly, Mr. Chairman, and it goes 
really back to issues that have been raised previously, but I note 
back in August and September of last year, and it looks like The 
New York Post and Newsday stories that appeared, lengthy stories, 
“Did Mr. Foster Kill Himself in the White House Parking Lot” is 
the headline of this one story back in August, a wire service story 
in September, just a month later, sort of reflecting that same line 
of inquiry. 

Ms. Dickey, you’ve been here now 2 hours. You have been asked 
about four questions. You were never deposed; is that correct? 

Ms. Dickey. No, I was deposed on Monday. 

Senator Dodd. Oh, you were? 

Ms. Dickey. Yes, I was. 

Senator Dodd. By this Committee? 

Ms. Dickey. By Mr. Dinh and Mr. Portnoy. 

Senator Dodd. My point being, and Mr. Chairman, if I could 
have the attention of the Chairman just for a second here, my point 
here with Ms. Dickey, she’s been here a couple of hours, apparently 
was deposed earlier 

The Chairman. Senator, excuse me, I apologize. 

Senator Dodd. The point Fm trying to make, Mr. Chairman, Ms. 
Dickey has been here a couple of hours, she has been asked about 
four questions. Issues were raised back in August, in fact, in two 
papers in my colleague’s State, The New York Post and Newsday, 
going to the question of whether Mr. Foster committed suicide in 
the White House parking lot and so forth. Here it is 7 or 8 months 
later, almost a simple phone call could have really answered these 
questions. 

The Chairman. Senator — no, no, let me 

Senator Dodd. Here we are for 2 hours having a witness here, 
three or four questions that could have been answered weeks ago 
and resolved. 

The Chairman. Senator, the Committee, in its own mind and its 
staff, has resolved that. 

Senator Dodd. What’s the point of having Ms. Dickey here? 

The Chairman. Let me attempt, and let’s get it out then. It was 
at the request of the Minority that this issue was raised so that 
in a public forum it could get the kind of attention necessary to at- 
tempt to answer that question, notwithstanding that there have 
been statements, et cetera, put out, and the Minority raised this 
and thought it would be appropriate and should be done, so I did 
not bring this up on my own. 

I brought it up at their suggestion, since she was here, to try to 
cap that, to end that kind of speculation that might be getting the 
juices of the media going and inflamed certain people. In addition, 
I guess it’s fair to say that there have been literally thousands of 
letters written to various Members of the Committee, to the Com- 
mittee, phone calls, et cetera, saying by the way, there is this testi- 
mony, I guess there are tapes and whatnot that go around that say 
at 4:00 or 5:00 or at some time, that Ms. Dickey called Little Rock 
and therefore this whole story about how Mr. Foster died and when 
they learned of it was a contrivance. 
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We did not spend a great deal of time, and I think he’s right, 
Senator Sarbanes suggested that we attempt to deal with this 
thing in a public way. So I think that what we have attempted to 
do is to bring some facts, and less of this wild speculation, the kind 
of thing that fuels the fire, and that is why I agreed with Senator 
Sarbanes to do it in exactly the manner that we did. I hope it was 
appropriate. It was not intended to be inflammatory. And again, it 
came as a suggestion from the Minority, from your side. 

Senator Dodd. Mr. Chairman, I wasn’t privy to any of those con- 
versations. It seems to me that frankly, as I say, first of all, the 
billing records a simple call, and say look, did you see them or not. 
If she did, you want to get her up and talk about it. If she says 
I don’t know what you’re talking about, then it’s a very simple mat- 
ter for the Chairman or someone else to say we have made an in- 
quiry, staff has, Ms. Dickey says she has no knowledge to it, swear, 
do anything I want. But I appreciate wanting to get it on the 
record. Here are stories in August and September of last year rais- 
ing the speculation. 

Obviously when it’s in the media, then it breeds even more spec- 
ulation, so that what you get is then the story builds on itself. It’s 
a simple enough matter, it seems, when that’s out there to then 
call someone, talk to someone, bring someone before the Commit- 
tee, maybe someone agreed to that. If they did, that’s their busi- 
ness, I’ll be glad to hear about it. 

But even just the Chairman saying look, we have spoken with 
Ms. Dickey regarding these allegations, there is nothing to them. 
She says it was absolutely untrue, she made the call sometime 
around 10:30, that’s the end of it. But instead we have the person 
sit here. Just the implications, as we know, of the witness at that 
red-carpeted table here, just has its own dynamic to it. 

Now if the Minority or others insisted upon her being here, then 
I’ll stand corrected. 

Senator SARBANES. Would the Senator yield on that point? 

Senator Dodd. I’d be happy to. 

Senator Sarbanes. Let me just trace the history. Ms. Dickey was 
asked in her deposition about this question involving Vince Foster. 
Now that’s technically outside the scope of our inquiry. But it was 
asked in the deposition by Majority Counsel. 

It seemed to me that it having been explored in the deposition, 
and since she was here it was important to get the salient facts out 
on the public record because we have had this problem of leaks, se- 
lective leaks as it were, from depositions. So certain aspects of mat- 
ters get leaked to the press and then you get stories that do not 
accurately reflect the deposition, so we discussed it with the Chair- 
man and agreed that we would in effect get the basic and salient 
facts from Ms. Dickey, since she was here today. 

Now, your point about the Book Room and whether that could 
have been done in another way, I think is a valid point but we got 
into this matter on a limited basis, since it’s outside the scope, but 
since she was here, in order to try to deal with that speculation. 
I was particularly concerned that it be dealt with since in her depo- 
sition, Majority Counsel questioned her about this issue. 

Therefore, I had to consider the possibility that in some way or 
other, that deposition would get leaked in some sort of selective 
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way, and it seemed to me important therefore to get the facts out 
on the public record, since Ms. Dickey was here, and that’s what 
the Chairman sought to do earlier. 

The Chairman. I think if anything, Senator, it’s a good faith ef- 
fort on the part of the Committee in a bipartisan way to try to deal 
with something that was as speculative and could be as provocative 
as it was, and since Ms. Dickey was here. By the way, let me also 
say, both the Majority and the Minority are attempting to work out 
a manner — and I would hope that by the end of today if not by to- 
morrow morning, we are talking about a proposal as to how to deal 
with and speed the process in terms of those people who had access 
to the Book Room. Ms. Dickey was one of those who was there, et 
cetera. 

Indeed, we believe that we can accomplish a great deal of that 
by way of interrogatories where necessary. We have already pro- 
posed a methodology, and I think we are very close to working out 
a manner by which to facilitate this. So I would mention that to 
my colleague, we are in the process of working that out. 

Senator Dodd. Counsel, did you want to make some comments 
on that? 

Mr. Ben-Veniste. Only in terms of the fullness of the record on 
this issue. After this article appeared, Mr. Chairman, we obtained 
Ms. Dickey's affidavit. Do you recall, Ms. Dickey, submitting an af- 
fidavit in September 1995 to us? 

Ms. Dickey. Yes, I do. 

Mr. Ben-Veniste. And that affidavit was consistent with your 
testimony here today? 

Ms. Dickey. Yes, it was. 

Mr. Ben-Veniste. In terms of the time that you made this call. 
The whole thing arose because a couple of former Arkansas State 
troopers submitted affidavits that suggested that the call was much 
earlier, at 6:30 p.m., and that was the purported basis upon which 
we had this headline story, “Foster Shot in White House Parking 
Lot,” and so forth, or “Foster Committed Suicide in White House 
Parking Lot.” As a result of those affidavits, we then asked for the 
time records and the work records of the troopers in question, and 
then the attorney for the troopers said well, maybe the troopers 
didn’t want to testify after all. 

That’s where the record stood with Ms. Dickey’s affidavit, the 
lack of any documentation provided by the troopers to support this 
allegation of an earlier call to Arkansas at the time that Ms. Dick- 
ey was questioned and as Senator Sarbanes says, the Majority re- 
visited this issue. So I think that sets out the chronology, Senator. 

Senator Dodd. Well, I appreciate that. Again, as I say, I was not 
aware that we had asked for it. But in cases where we can move 
this along, I’m sounding like a broken record, I know, to the Chair- 
man, but here it is, no votes until the 26th. Just to move this proc- 
ess along, because just a couple of witnesses today and then as I 
say, a lot of this can be answered. I just think we ought to try and 
answer it if we can, put it in the record, and again, I respect those 
who want to have people come forward for various reasons, but it 
seems to me we can avoid that, then we ought to try to do that. 

The Chairman. Senator, in an attempt to do just that, staff went 
down to Little Rock to interview witnesses, and the deposition of 
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Seth Ward, which was taken on Monday, February 12th, will be 
made available in the printed depositions. That deposition was 
videotaped. We will work out an appropriate manner for those who 
would want to see the tape. I think it runs some 2 V 2 hours. If any 
are interested, we will work it out under the supervision of the 
Committee here after we adjourn. 

Senator Sarbanes. And Mr. Chairman, I think for the record we 
ought to make the observation that the reason Mr. Seth Ward was 
interviewed in this way is because his health is not good and it was 
determined by both the Majority and the Minority that it was ap- 
propriate to receive his testimony in this fashion and not to impose 
upon him a trip to Washington and the strain and stress connected 
therewith. He's in frail health, I understand. 

The Chairman. That is correct, I understand he’s had a number 
of procedures, I think Mr. Jennings has indicated that, and so it 
was in an effort to move the process and to accommodate, recogniz- 
ing his physical condition that we did this. 

Senator Faircloth. 

OPENING COMMENTS OF SENATOR LAUCH FAIRCLOTH 

Senator Faircloth. Thank you, Mr. Chairman. 

Mr. Jennings, one of the problems I have with this, so much of 
the things we hear here and have heard over the weeks just simply 
don’t make good sense. I mean, we say the dates, we say the hours, 
we say the times, but yet when you look at it as a whole, it just 
doesn’t make good sense. 

Now, you flew to Washington in August for a 20-minute visit, 
you said, with Mrs. Clinton? 

Mr. Jennings. My testimony was and is that I do not recall 
whether I had other business in Washington at that time. 

Senator Faircloth. You did have other business? 

Mr. Jennings. No, sir, I say I do not recall whether or not I did. 
I do not recall if that trip was made solely for the purpose of visit- 
ing with Mrs. Clinton and Mr. Kendall. 

Senator Faircloth. You mean as recently as August you don’t 
remember what you did in Washington, whether you came for a 20- 
to 30-minute visit, as you testified, with Mrs. Clinton or you had 
other business? You come to Washington that often? 

Mr. Jennings. I come quite frequently. 

Senator Faircloth. You don’t know whether you came to see her 
or whether you came for other business? 

Mr. Jennings. I know I came to see her. Whether I also had 
other business, I simply do not recall. 

Senator Faircloth. Well, you join a long list of Clinton friends 
when you don’t recall. Who paid for the trip? 

Mr. JENNINGS. I do not recall that. I know I didn’t. 

Senator Faircloth. The purpose of this trip, so we heard earlier, 
was to testify or to say that Mrs. Clinton was a very competent and 
fine lawyer. Is that not right? 

Mr. Jennings. That’s the reason I talked to Mrs. Clinton, yes. 

Senator Faircloth. Did you write a memo or anything to sub- 
stantiate this? 
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Mr. Jennings. I wrote a one-page memo, as I have testified, in 
which I listed the cases that I had had an opportunity to either op- 
pose Mrs. Clinton or to be in court when she was in court. 

Senator Faircloth. Do we have a copy of that? Would you make 
a copy of it available to us? 

Mr. Jennings. I don’t have a copy of it. I assume Mr. Kendall 
does, or I don’t know whether he kept it or not. 

Senator Faircloth. So certainly you said in this memo, and tes- 
timony, that Mrs. Clinton is a good lawyer? 

Mr. JENNINGS. I listed the cases I had tried with her that served 
the basis of my opinion about her capabilities as an attorney. 

Senator Faircloth. All right. She was variously referred to as 
one of the top 100 in the country and whatever. 

Mr. Jennings. I’ve heard that. 

Senator Faircloth. But what I really don’t understand is this, 
how this shrewd, smart, top-notch lawyer did not detect that these 
deals were sham deals that were being moved back and forth. Now 
it didn’t take the bank regulators long to figure out that it was. 
And don’t tell me there were not — you’re talking about 10 percent 
real estate deals. Ten percent is an extraordinarily high real estate 
deal 

Mr. Jennings. Well, you know 

Senator Faircloth. — commission. 

Mr. JENNINGS. I had nothing to do with that transaction. 

Senator Faircloth. Wait a minute, so here Mrs. Clinton did not 
figure out it was a sham deal with these unbelievably high real es- 
tate commissions, and there were sales to insiders. I mean, this is 
what I’m trying to get to, the common sense of it. Why would Jim 
McDougal want to pay Seth Ward $120,000 to make a sale to Jim 
Guy Tucker, who he is with every day, his close friend? 

As I understand it, Mr. McDougal and Senator Fulbright were 
close friends, but he paid $77,000 and some commission. 

Immediately the bank regulators picked up on this and said it 
is a sham deal. Why would a lawyer as smart as Mrs. Clinton, who 
was right in the middle of it, not have figured out that the Castle 
Grande was a sham deal? 

Mr. Jennings. I don’t know what Mrs. Clinton knew, if anything, 
about the deal. I don’t know anything about what Mrs. Clinton 
may have known. This took place 

Senator Faircloth. I know you don’t. 

Mr. JENNINGS. — before I ever had any connection with the mat- 
ter at all. 

Senator Faircloth. I understand that, but you said she was a 
smart lawyer and capable lawyer. You are a smart lawyer. You live 
in Little Rock. Would you not have picked this up as a sham deal 
if you had been on the inside? 

Mr. Jennings. If I had thought it was a sham deal, I never 
would have represented Mr. Ward and brought the lawsuit. I had 
a piece of paper indicating to me that was the deal, it was signed 
by Mr. McDougal. Nobody ever questioned that it was signed by 
him. In fact, it was admitted and undisputed it was signed by him. 
I had no reason to worry about why the deal came into existence, 
but I knew it was made and I brought a suit on it. 
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Senator FAIRCLOTH. You didn’t question why Seth Ward would — 
I mean, McDougal would be willing to pay $120,000 commission on 
a sale to Jim Guy Tucker? 

Mr. JENNINGS. I had no idea of what sales had been made at the 
time I filed the lawsuit, and when I found out 

Senator Faircloth. You mean you filed a lawsuit without know- 
ing what the commissions were supposed to be on? 

Mr. Jennings. I Filed the lawsuit upon the representation by Mr. 
Seth Ward that he was entitled under the agreement to in excess 
of $300,000. 

Senator Faircloth. What did he bring you to show you that he 
was entitled to $300,000? 

Mr. Jennings. He didn’t bring me anything at that time. 

Senator FAIRCLOTH. What if he had said $800,000, would you 
have filed it for that? 

Mr. JENNINGS. Probably. I subsequently, by way of discovery 

Senator Faircloth. You File lawsuits pretty easy then, $300, 
$800, if he says I want to sue him, you sue him? 

Mr. Jennings. I file lawsuits when I think a client has a meri- 
torious cause of action and I figure we will Find out later what the 
details are and that’s what we did, and it’s stipulated in the law- 
suit by answer to interrogatories that they made sales totaling 
$3,600,000 and then we got details about it. I didn’t have all that 
information at the time I Filed the lawsuit. 

Senator Faircloth. When you looked at the details, that didn’t 
bring a lot of suspicion to you? 

Mr. Jennings. Not the least. 

Senator Faircloth. You were more interested in the lawsuit 
than you were in the reality of why McDougal would have paid a 
commission on these sales to his close friends? 

Mr. Jennings. I didn’t care why Mr. McDougal entered into that 
agreement. I only knew that he had entered into it. 

Senator FAIRCLOTH. But in your heart of hearts, you knew it was 
a fake deal? 

Mr. Jennings. I didn’t know any such thing. 

Senator Faircloth. Do you toss out $120,000 commissions when 
you sell a piece of land to your close friends? 

Mr. JENNINGS. I don’t sell land to my close friends or anybody 
else, and if somebody was 

Senator Faircloth. Mr. Jennings, you and I are old enough to 
know 

Senator Dodd. If we could give him a chance to answer. 

Senator Faircloth. — to come to the reality — now, he brought 
you a deal. You said you didn’t even look at it. You said it was 
$300,000. If he had said $800,000, you probably would have Filed 
it. There isn’t a man in the world that has your business experi- 
ence or mine that doesn’t look at that list of commissions and sales 
to close friends and know that no reasonable businessman would 
have paid 10 percent commission to sell a piece of his property to 
his close friend. There’s no reason for it, it doesn’t make sense. I 
thank you. 

Mr. Jennings. I might have looked at that and wondered why a 
businessman would pay a million — $1,200,000 for a sewer system, 
but I didn’t know anything about it or what its value was. And I 
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didn’t have that document until after we had engaged in discovery 
in the lawsuit, but when I finally did see it, I didn’t see anything 
strange about it. 

Senator Faircloth. I don’t see how you got to be your age and 
don’t see anything strange about that. 

Mr. JENNINGS. You may not understand it, but that is the fact. 

Senator Faircloth. If I looked at that and didn’t see anything 
strange about it, I wouldn’t admit it. 

Mr. Jennings. Well, that’s certainly your privilege. 

Senator Faircloth. That’s all. 

The Chairman. Mr. Giuffra. 

Mr. Giuffra. If we can put up on the Elmo pages 124 and 125 
of Mr. Ward’s deposition, and probably this is an appropriate time 
to read it in the record. 

Now it’s your understanding, Mr. Jennings, that there was a $2 
million profit that was earned in connection with the sale of these 
properties by Madison? 

Mr. Jennings. In round figures. No, I was not under the impres- 
sion that at the final windup that that was earned, but I was 
under the impression there had been sales totaling an amount that 
would have been about a $2 million profit. 

Mr. Giuffra. Over what was paid by Mr. Ward and by Madison 
Financial to the IDC? 

Mr. Jennings. Yes, sir, exactly. 

Mr. Giuffra. At his deposition 

Senator Sarbanes. Why don’t we provide Mr. Jennings with a 
copy of the deposition. 

Mr. Ben-Veniste. I suggest he might want to start looking at 
page 123 rather than 125. 

Mr. Jennings. OK. Can you give me a page and line, please? 

Mr. Giuffra. We’ll start at page 122 because I think this is prob- 
ably important to get on the record. 

Mr. Jennings. I’ve got it. 

Mr. Giuffra. This is Mr. Cole. 

Question: And I take it, sir, if you take the $3.7 million total sales and subtract 
the sales price of $1.75 million, you’re left with roughly $2 million in profit; is that 
correct? 

Answer : Yes, sir. 

Mr. Jennings. I’m sorry, could you give me a line? 

Mr. Giuffra. This is between line 8 and 11 on page 122. Do you 
have it, sir? 

Senator Sarbanes. Why don’t we just indicate and then let Mr. 
Jennings read through it on his own and then come back to the 
questioning. That might be better. Mr. Jennings, why don’t you 
take a moment or two and just read — how much of it are you going 
to cover? 

Mr. Giuffra. I was going to just do the last page, but when Mr. 
Ben-Veniste indicated he wanted us to go earlier, I am happy to 
do that in the interest of completeness. And if we could stop the 
clock, perhaps? 

Senator Sarbanes. Mr. Jennings, why don’t you read through 
pages 121, 122, 123 and on over to the next page. 

Mr. Jennings. All right, sir. 
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Senator Sarbanes. This is Seth Ward's deposition. Obviously, 
you are not familiar with it. So I think you should take some time 
to familiarize yourself. 

[Witness reviewed the document.] 

Mr. Jennings. OK. 

Mr. Giuffra. Senator, I think it may be helpful to read it, the 
whole passage. 

Senator Sarbanes. Line 8 on page 122? 

Mr. Giuffra. Correct. 

Senator Sarbanes. Do you have that, Mr. Jennings? 

Mr. Jennings. Yes, sir. 

Mr. Giuffra. Let me start at the beginning, and this is Mr. Cole: 

Question: And I take it, sir, if you take that $3.75 million total sales and subtract 
the sales price of $1.75 million, you’re left with roughly $2 million in profit. 

Answer: Yes, sir. 

Question: And under your agreement with Madison, that’s profit that Madison 
and Mr. McDougal was able to obtain, that they had not purchased the option from 
you and had you sold the property you would have had that profit; is that correct? 

Answer : That’s correct. 

Question: And finally, the transactions that are listed there, and there are about 
a dozen of them including Fulbright, Jim Guy Tucker, Davis Fitzhugh, who nego- 
tiated those sales? Who arranged those sales of the property? 

Answer: As far as I know, McDougal did. 

Question: Did you have anything to do with that? 

Answer: No, sir. 

Question: And did you have anything to do with setting the sales prices of those 
parcels? 

Answer: No, sir, I did not. 

Question: Did you have anything to do with setting the terms of the financing that 
Mr. McDougal provided to those buyers? 

Answer: I knew nothing of it whatsoever. 

Question: And so your only role was that you felt you were entitled to a 10 percent 
commission on those sales? 

Answer: And the principal being applied to my note. 

Question: And that was the dispute that you had with Madison in your lawsuit 
at a later time, as to whether you were entitled to the 

Answer: That’s correct. 

Question: So if I’m understanding your testimony, Mr. Ward, when you sold Madi- 
son Guaranty the option on this property, the $35,000, you gave 

Just so everyone understands, Mr. Jennings. Mr. Ward had given 
Madison an option on the 650 acres, the north portion of the prop- 
erty, the IDC property, and he was paid $35,000 by Madison for 
that option. 

Mr. Jennings. He was, after the lawsuit. 

Mr. Giuffra. I’ll continue: 

The $35,000, you gave up the right to profits on the sales, but you retained the 
right to earn your commissions; is that correct? 

Answer : Not entirely. The principal amount they sold for would be applied to my 
note and then I get 10 percent commission. 

Question: Right. You would get 10 percent commission on the sale. Did you, when 
you initially entered into this agreement with Mr. McDougal, Mr. Ward, did you feel 
you were engaging in a sham or an illegal transaction? 

Answer: No, I did not. I had no reason to think that. 

Question: And 

Answer: If I had, I wouldn’t have done it. 

Question: And there have been some reports which, including in the hearings that 
we’ve been conducting in the Senate, that this IDC property ultimately caused 
losses to Madison Guaranty Savings & Loan of some $4 million. Did you play any 
part in the transactions that are described here that might have resulted in those 
loan losses? 

Answer: No, sir, I did not. 
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Examination by Mr. Giuffra: 

Question: The $2 million profit Mr. Cole referred to, that was — you don’t know 
whether that’s a real profit that was earned by Madison Guaranty, do you? 

Answer: I don’t know. 

Question: Because if Madison Guaranty sold the properties to the various pur- 
chasers at inflated prices, and then fully financed those sales, they would not be 
real sales of property? 

Answer: I wasn’t involved in the sales or the sale price or how it was transacted. 

Question: So you don’t know whether the $2 million profit that Mr. Cole just re- 
ferred to was an illusory profit? 

Answer: I have no idea. 

Question: You don’t know whether that was 

Answer: Looking back from what I’ve read, in retrospect, I’d say that I assume 
the deals weren’t on the up-and-up. 

That’s the end of the deposition. 

Now, Mr. Jennings, if we could just briefly, go through the Castle 
Grande transaction, if we could put up chart number 1, which I 
think you have a copy of at your table. That one you have in your 
hand is chart number 1, in your right hand. You have it right 
there. That’s on the screen right now. 

If we could just briefly go through this transaction, sir, the way 
it was structured was that Mr. Ward would get the north portion 
of the property and Madison Financial would get the south portion 
of the property; is that right? 

Mr. Jennings. That’s my understanding, yes. 

Mr. Giuffra. The north portion of the property consisted of 650 
acres plus the sewer and water utility; is that right? 

Mr. Jennings. That’s my understanding, yes. 

Mr. GIUFFRA. Now, Mr. Ward paid for his portion of the property 
with a $1.15 million nonrecourse loan from Madison; right? 

Mr. Jennings. That is my recollection, yes. 

Mr. Giuffra. Mr. Ward was bearing no risk in this transaction? 

Mr. Jennings. That is correct. 

Mr. Giuffra. So that if he defaulted on his loans, the only re- 
course that Madison would have would be to obtain the property 
back from him? 

Mr. Jennings. Mortgaged the property to them in security for 
the loan, yes. 

Mr. Giuffra. So his personal assets were safe if he were to de- 
fault? 

Mr. JENNINGS. If he were to default, the property would belong 
to Madison. 

Mr. Giuffra. And Madison Financial then paid $600,000 for the 
400 acres of the south portion of the property? 

Mr. Jennings. That is correct. 

Mr. Giuffra. If we could put up chart number 2, rather quickly 
after the closing of this transaction, which was October 4, 1985, 
Madison and Mr. Ward sold these properties. Throughout the hear- 
ings in the last several weeks, we have had discussion of these var- 
ious transactions. 

Senator Faircloth just recently went through some of the trans- 
actions and the commissions that were earned by Mr. Ward and 
that were the basis for the Ward v. Madison lawsuit. These sales 
involved a transaction to Master Developer, a $472,000 sale, upon 
which Mr. Ward sought in your case a $47,200 commission, an- 
other sale to Mr. Fitzhugh for $500,000, for which Mr. Ward sought 
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a $50,000 commission, another sale to Mr. Tucker, for which Mr. 
Ward sought a $12,500 commission, another sale to Mr. Kuca for 
which Mr. Ward sought a $12,000 commission, another sale to Mr. 
Fulbright for $770,600, for which Ward sought a $77,000 commis- 
sion, and then a $1.2 million transaction for which Mr. Seth Ward 
sought a $120,000 commission. 

Now if we could put up on the Elmo the commission account due 
Seth Ward that’s dated July 1, 1986. Mr. Jennings, this was an ex- 
hibit at the trial, this document? 

Mr. Jennings. I guess it was. 

Mr. GlUFFRA. This was a document that Mr. Ward prepared? 

Mr. Jennings. I believe that’s correct. 

Mr. GlUFFRA. So that what Mr. Ward essentially did was he to- 
taled up the sales prices that were generated by Mr. McDougal and 
then believed that he was entitled to 10 percent of the sales price? 

Mr. Jennings. I would assume that’s correct. 

Mr. GlUFFRA. If we could put up chart number 3. Were you 
aware, sir, at the time you were litigating this case that the sales 
that I just identified, the Fitzhugh sale, the Tucker sale, the Mas- 
ter Developer sale, the Kuca sale, the Fulbright sale, and the Cas- 
tle Sewer & Water sale were all financed by Madison Guaranty? 

Mr. Jennings. I’m sure at the trial I was aware of that. 

Mr. GlUFFRA. In fact, with the exception of the Fulbright sale, 
they were all fully financed by Madison Guaranty? 

Mr. Jennings. I may have been aware of that at the trial. 

Mr. GlUFFRA. These were not transactions in which the pur- 
chaser of the property put down any money? 

Mr. Jennings. I assume that’s correct. 

Mr. GlUFFRA. Would you consider those to be real sales of prop- 
erty, if no money is being put down, and in fact these were all 
nonrecourse loans? 

Mr. JENNINGS. At the time I’d have certainly assumed that any 
transaction with Senator Fulbright was not a sham transaction. 

Mr. GlUFFRA. But the other five transactions, sir. 

Mr. Jennings. And any transaction — I understood that Mr. Jim 
Guy Tucker was involved in the sewer and water utility sale 
through some corporation, I may be mistaken about that, but that 
was my information, and I would not think that that was a sham 
transaction. 

Mr. Giuffra. Did you investigate during the course of the Ward 
v. Madison trial in seeking the commissions whether those sales, 
the subsequent sales upon which Mr. Ward was seeking his com- 
missions, whether those were sham sales or not? 

Mr. Jennings. I accepted the answer to interrogatory by counsel 
for Madison that there had been sales totaling $3,600,000 and 
some, and I didn’t question that. 

Mr. Giuffra. Who was the counsel for Madison, sir? 

Mr. Jennings. A Ms. Shirley Bartlett and a Ms. Lyn Pruitt. 

Mr. Giuffra. Now, sir, if the sales had been sham sales, OK, and 
that had been a defense that was raised at the trial, that would 
have affected Mr. Ward’s right to those commissions; correct? 

Mr. JENNINGS. If that had been raised at the trial and if the jury 
had found that that was true, then they would not have been enti- 
tled to return the verdict they did. 
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Mr. Giuffra. After you left the case, you had to recuse yourself 
after the collateral proceeding started in the appeal; right? 

Mr. Jennings. Yes. 

Mr. Giuffra. Did you follow the case thereafter? 

Mr. Jennings. Certainly. 

Mr. Giuffra. Were you aware of the fact that when the RTC 
took over the case, that an issue was raised and a defense was as- 
serted on behalf of Madison, and actually the RTC, that Mr. Ward, 
an unclean hands defense was asserted? 

Mr. Jennings. That what? 

Mr. Giuffra. That an unclean hands defense was asserted. 

Mr. JENNINGS. My understanding was that the collateral attack 
by the RTC was made because they cited a lawsuit that held that 
a transaction with a savings and loan that was not approved by the 
board of directors was invalid. And it wouldn’t have made any dif- 
ference whether it was a sham or not, it was the mere fact, as I 
understood it, that they contended that the board of directors had 
not approved the transaction and therefore it could not be enforced. 
That defense was never raised in the trial 

Mr. Giuffra. That you handled? 

Mr. Jennings. That I handled. 

Mr. Giuffra. But after the fact, wasn’t there also a defense that 
was raised with regard to whether the initial transaction was set 
up in order to evade an investment limitation that limited the 
amount of money to 6 percent that Madison Guaranty could invest 
in Madison Financial? 

Mr. Jennings. It was my understanding that the reason for the 
transaction or one of the reasons for the transaction being struc- 
tured as it was was because Madison Financial could not handle 
the whole deal with loans from Madison. 

Mr. Giuffra. Let me just read something from the Pillsbury Re- 
port on pages 53 and 54. Now the theory — 

The investment in Castle Grande has been questioned on numerous grounds, but 
most of these have nothing to do with the Rose Law Firm. The acquisition of Castle 
Grande did, however, involve the Rose Law Firm to some extent. The acquisition 
can be questioned on the theory that Ward, having given Madison Financial an op- 
tion on the land and having placed no money of his own at risk, was really a straw 
man purchaser from Madison Financial pursuant to a scheme to circumvent Arkan- 
sas law. 

The Chairman. All right. Look, let me do this. This Report has 
been referred to, there are times when it is absolutely appropriate 
to do that. I think Mr. Jennings has answered to the best of his 
ability as it relates to this. This is a report that he may have heard 
about but there are things that — it’s been referred to before. It 
speaks for itself and Mr. Jennings is not here to attempt to give 
testimony that he knows that the transactions that took place were 
or were not sham. He’s here to testify as to the knowledge that he 
had, the representation that he gave, et cetera. 

So let’s stop. Let’s finish it up because we’ve gone over and then 
we’re going to turn it to the Minority. This is a very special day, 
all right? This is Valentine’s Day, in that spirit I want to try to get 
out of here. Come on. Let’s go. 

Mr. Giuffra. The Chairman is a true romantic. 
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During your representation of Mr. Ward, did the issue of whether 
the initial transaction violated this Direct Investment Limitation 
Rule ever come up? 

Mr. Jennings. Not to my recollection. 

Mr. GlUFFRA. No further questions. 

The Chairman. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Well, let me start, Mr. Chairman, by bringing 
to Mr. Jennings’ attention the conclusion further on in the report 
issued by Pillsbury Madison & Sutro from the same document Mr. 
Giuffra was reading from, at page 76 where it says, “There is no 
evidence that the Rose Law Firm had any hand in these loans and 
it is hard to imagine that any competent lawyer would have rec- 
ommended this course of action.” 

Let me draw your attention to the transactions that have been 
placed on this Elmo machine, the financing of Castle Grande sales 
by Madison Guaranty. Let’s put that back up. And let’s start with 
the integrity of the heading on that chart. Do you have that chart 
in front of you? 

Mr. Jennings. Yes, sir, yes. 

Mr. Ben-Veniste. Now, I’m talking about the one that lists six 
transactions. First of all, were these Castle Grande sales? 

Mr. Jennings. No, I do not believe any of those were Castle 
Grande sales. 

Mr. Ben-Veniste. So what would you call these transactions if 
not IDC? Would there be any other generic designation you could 
give to them? 

Mr. Jennings. They appear to me to be commercial transactions. 

Mr. Ben-Veniste. So whoever put Castle Grande on there wasn’t 
being accurate on this chart? 

Mr. Jennings. That’s correct. 

Mr. Ben-Veniste. Let’s go to the fundamental fairness of the 
points that were elucidated here earlier. Do you have any reason 
to believe that the Rose Law Firm, much less Hillary Clinton, was 
involved in either the negotiations or the documentation or the 
closing of any of these — let’s leave that chart up, if you don’t 
mind — the negotiations, the documentation, legal advice relating to 
any of these transactions? 

Mr. JENNINGS. I have no reason to believe that she or any mem- 
ber of the Rose Firm was so involved. 

Mr. Ben-Veniste. Nor do we have any documentation to suggest 
that. How do you get from the Rose Law Firm had nothing to do 
with these transactions, no knowledge of them, no work on them, 
to the fact that Mrs. Clinton being a good lawyer should have 
known that these were all shams? 

Mr. Jennings. I believe I previously testified I have no idea what 
Mrs. Clinton knew or didn’t know. 

Mr. Ben-Veniste. In the absence of any evidence that would sug- 
gest to you that Mrs. Clinton had any knowledge of these trans- 
actions, whether they’re shams or they’re not, and you’ve voiced 
your opinion certainly with respect to some of them, how could any 
reasonable person come to the conclusion that she should have 
known that there was something improper? 

Mr. Jennings. I don’t think you could. I don’t think a reasonable 
person could. 


1684 


Mr. Ben-Veniste. Now with respect to Mr. Ward's deposition tes- 
timony, I would like to call your attention to page 116 on the issue 
of the nonrecourse loan. If we can put that up, we can follow along. 

Mr. Jennings. OK. I have the right one. Page 116? 

Mr. Ben-Veniste. Right. 

Mr. Jennings. I now have that. 

Mr. Ben-Veniste. At the very top of the page. And this is the 
discussion under oath in Mr. Ward’s deposition earlier this week 
about the nonrecourse nature of the loan. 

Answer: Well, it was nonrecourse but the property was worth — certainly worth the 
collateral. 

Question: Now, did you have the financial wherewithal back in 1985 to purchase 
the entire property yourself? 

Answer: Yes. 

Question: Did you go to any banks to try to find out whether you could get a loan 
for the full purchase price of the entire thing, which would have been about $1.75 
million? 

Answer: No, it was $1.7 million. 

Question: I know. $1.7 million. Did you ever try to see whether you could get a 
loan for $1.7 million? 

Answer: I knew I could. 

Question: From another bank? 

Answer: Yes. 

Question: Did you speak to any other banks about getting a loan for $1.7 million? 

Answer: Yes. 

Question: Which banks did you speak to? 

Answer: I don't know that this is germane, but I'll answer your question, Union 
Bank. 

Question: And they were willing to give you a loan? 

Answer: Why sure. I had good credit with them. I would have had no trouble fi- 
nancing a million or 2 million. 

Question: Did you go to Madison because they offered better terms than 

Answer: No, I didn’t go to Madison because they offered me better terms. I told 
you why I went to Madison. 

Question: Were the terms identical that were being offered by other banks? 

Answer: No, they weren’t identical. 

Question: Which terms were better? 

Answer: I went to Madison because, as I told you, I was going to buy it all by 
myself, but I wanted to run it by McDougal. And I’ll reiterate what I told you pre- 
viously. When I told him, he said, “Well, at that price, maybe we could share it.” 
And I asked him what he had in mind. And he told me. 

Now, is that consistent with your understanding in terms of the 
recourse nature? 

Mr. Jennings. Totally. 

Mr. Ben-Veniste. Indeed, there wasn’t any foreclosure against 
Mr. Ward? 

Mr. Jennings. Oh, no. 

Mr. Ben-Veniste. And indeed the nonrecourse nature of the loan 
was never an issue, was it? 

Mr. Jennings. Not to my knowledge. 

Mr. Ben-Veniste. Because it had been bought at bargain base- 
ment prices and it was disposed of by Mr. Ward for a profit? 

Mr. Jennings. Well, it wasn’t disposed of by Mr. Ward, it was 
disposed of by Mr. McDougal. Mr. McDougal had a meeting with 
Mr. Ward on February 25, as I recall, 1986, in which he advised 
Mr. Ward that the sales had now reached a point where only 
$70,000 of indebtedness was left on Mr. Ward’s note, and that he 
was going to mark that note for $1.1 million, .15, whatever, paid 
in full and wanted Mr. Ward to execute a note to him for the bal- 
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ance of $70,000 that Mr. McDougal said was still owed on the origi- 
nal note. 

Mr. Ward did execute that note, and at that time it was rep- 
resented to Mr. Ward that the reason that they were crediting the 
note down to $70,000 was that they had sold the Castle Water & 
Sewer and applied $450,000 of that sale price to his note and that 
they had applied the $680,400 of the sale to Senator Fulbright 
against his note which made a total of $1,103,000, I guess it would 
be $1,130,400 left, and they were computing it on a $2 million note 
and I guess that included interest. And that would leave a balance 
due of $70,000. 

Mr. Ben-Veniste. Now was there any indication from anything 
that you heard from Mr. Ward about those transactions that would 
suggest that Mrs. Clinton was in any way, shape or form involved 
in those transactions, much less “right in the middle of it”? 

Mr. Jennings. Not at all. In fact, Mr. Ward wasn't involved in 
the transactions. 

Mr. Ben-Veniste. The commission agreement that you referred 
to was the subject of the lawsuit, Mr. Ward contended that he had 
a commission agreement which entitled him to be paid on the basis 
of the sales that were made because of the role Mr. Ward had had 
in finding the property and negotiating the purchase price? 

Mr. Jennings. That's correct. 

Mr. Ben-Veniste. And the jury and the judge agreed with that 
position; correct? 

Mr. Jennings. Well, I don’t know whether the judge did, but 

Mr. Ben-Veniste. The judge didn’t overrule it after the jury had 
spoken? 

Mr. JENNINGS. He certainly did not. 

Mr. Ben-Veniste. The judge has that right in Arkansas, does he 
not, to set a jury verdict aside on the basis 

Mr. Jennings. Oh, yes, he denied that motion. 

Mr. Ben-Veniste. Mr. Chairman, we would yield back the time. 

The Chairman. Senator Faircloth. 

Senator Faircloth. I just have one question, Mr. Jennings. How 
many times did you come to Washington last year, in 1995? 

Mr. Jennings. I don’t know. 

Senator Faircloth. Make a guess. 

Mr. Jennings. I’m not going to guess because I don’t know. 

Senator Faircloth. Three times, 30 times? 

Mr. Jennings. I made a guess at the time when my deposition 
was taken which turned out to be wrong and I am not doing any 
more guessing. 

Senator Faircloth. All right, Mr. Chairman. Wait a minute. Let 
me ask one more question. You don’t know who paid for the trip 
when you met with Mrs. Clinton? 

Mr. JENNINGS. I do not. I assume that my firm paid for it. 
Whether they after that charged it to any client for whom I was 
coming to Washington, I do not know. 

Senator Faircloth. Thank you, Mr. Chairman. 

The Chairman. I want to thank the witnesses for their testimony 
and for their cooperation, and Ms. Dickey, you, for putting hope- 
fully an end to that kind of speculative situation that existed. I’m 
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sorry that we had to bring it up but we did feel it would be better 
to end it. And I think you probably feel better that we did it. 

Ms. Dickey. I hope it’s ended. 

The Chairman. Thank you. 

Mr. Jennings, thank you. 

We stand in recess until 10:00 a.m. tomorrow. 

Senator Sarbanes. What’s our program for tomorrow? 

The Chairman. At 10:00 tomorrow morning. 

Senator Sarbanes. Who will we be hearing from? 

Mr. Jennings. Are we excused? These materials that have been 
furnished to me for me to look at, shall I leave those here? 

The Chairman. You can or you can take them as a memento. 

Mr. Jennings. I was wondering about Mr. Ward’s deposition. 

The Chairman. You can take that, certainly. 

Mr. Jennings. The rest I don’t believe I need. 

[Whereupon, at 12:25 p.m., the hearing was concluded.] 

[Appendix supplied for the record follows:] 
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September 24. 1985 


Mr. Jim. McDcugal, President 
Madison Financial Competition 
15 th and Mam 

little Rccx, Arkansas ‘2201 
Dear Jim: 

This letter is to set firth our agreement concerning the 
property ccrrsr.cr.ly referred to as all the land owned by 
the Industrial Development Company cf Little Rock, 

Cn or about the 12th day cf September, 1985, Madison 
Guaranty Savings and loan Association agreed to acquire 
all cf Industrial Development Company of Little Rock's 
property except the Timex 3uildir.g. In the agreement, 
Madison has me right to assign its rigr.ts to that 
agreement to any entity or individual. As part of our 
agreement, 2 nave agreed to take title to all cf tne 
assets and proper-*** norm, of 145th Street, the water and 
sewer improvements, and the water and sewage treatment 
por.us scum, of 145th Street. Madisor. Guaranty Savings 
and loan Association will agree to lend me cn a non- 
recourse basis the purchase price secured only by a 
mortgage of m.cse parcels and tne sewer and waterworks. 

Madison Guaranty will have an option for at least 2 T 2 
days to purcnase tne property from me at any time for 
the amount of tne note plus all accrued interest. It is 
tne intention of bo tn Madison and myself to attempt to 
develop all of the property acquired from I.D.C., and 
sell it as quicxly as possible. If there is any pur- 
cnase of tne property or any portion thereof during tne 
I" I day period, the sale price will be mutually approved 
by me and Madison Fir.an-ial I corpora tier. . The proceeds 
c : any sale will be applied toward the promissory note, 

less a ten percent commission to be paid to me if me 
property is sold by me, or at Madison's discretion, the 
particular piece cf property may be deeded back to 
Madison prior to the execution of the sales transaction. 
If it is sold by anyone else, then the proceeds will go 
to Madison Guaranty, less the commission to the otner 
seller, and a four percent commission to me. 

It is also agreed, in addition to the salary I am. 
receiving from Madison Guaranty, cn all property 

acquired from I.D.C. sold cither by me or by Madison 
Guaranty after the exercise of Madison's option, or on 
that portion of tne property already acquired by Madison 
from I.D.C. , I shall receive a ten percent commission on 
said sale if it is sold cy me. and four percent 
commission if it is r ' d cy anyone else. 
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* 4 •' 

Jim McDcugal 

e!*fe#r 7f, 1*3 5 


uring the term of the option period. All of the net 
evenues cf the watervcr xs and sewer department shall he 
orvarded directly to Madison Guaranty for application 
oward the note. 

would appreciate your acxnowledging and agreeing tc 
the terms of this letter agreement. 



McJougal , Pres. rent 
Macisor. Financial tr rpcrat. 
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3 e cr Ward 
43 river Ridge 

little ?— c x , Arkansas ~ 1 10 7 
Segtemrer 14, 19S5 


Mr. lanes 3. McGcucil , President 
Madiscn 3ir.ir.cial Corporation 
16tr. _r.d Main 5 treats 
little P.ocx, Arxar.sas ’ 1 2 C 1 

leer Mr. McCcucal : 

set ::rt r. ::r az--e.-.er.t concerning ere cr-perty 
et tr as all tne .arc owned 'ey ere Tr.dus trill 



Ir. cr amt tr.e 11 tr. dav : : 3 e: tatre* . 1-31. Mail sr r. Guaranty 
5avir.es ar.i Icar. Association agreec. tr acrjir; cf tr.e Tr.dustria- 

Gevelcprar.o Company ; ; kittle :-.ccx ' a property except ere rmr.es 
ar.i ov.ltir.r tc--.cr.ly rarirrti :c as oho Tires Cuiliir.r Tr. tr.e 
arr«i;7.er.t >iai - ic: .-.as tr* r*. .y ; * t: its n:-‘:ti tr if: 1 - 

tax* title tr a _ 1 rf tr.e assets rf tr.e ar rrener.tirr.ee property 
tr.at is located immediately r.crtr. c: 145 tr. Street, tr.e water ar.i 
newer improvements , ar.i tr.e sever treattr.er.t pcr.ds , mcl riir.g tr.e 
tr.e Ircated scutr. rf 1 4 f in 3__e*t. Mail sc r. Guar ar.ty 5avir.es ar.i 
Lear. Assrciatirr. will acres tr .*r.d ts tr.e pcrcrase trite sir 
tr.is property secured ry a mortgage :: those parte.s and tr.s 
sewer ar.i water werxs. Madiscr. Guaranty will ray S23,TCC.TT tr 
me tr nave ar. option for at -east T73 days from tr.e date : : 
acquisition tr purcrase tr.e trrterty from me at ar.y time, tr. 
vr.els cr ir. tart, for at least tr.e pro rata amount cf tr.e rote 
plus all accrued interest; except cr.e parrel desenred as follows: 


PLAINTIFFS 
EXHIBIT > 

fHi?? * 


Approximately IT 1/2 acres 
as tMe Hcrtneast Quadrant 
Highway 63 and 14 5tr. Stree 
desenred ir. tne attached 
a part of this agreement . 


Treated and referred 
f the Ir.tercr.arge e: 
Here specifically 
egal descnpticn wr.i 


13 


It is tne inter. tier, cf both Madison and myself to attempt tr 
develop all the property acquired from I.D.C. and sell it as 
cuicxly as possible. T f tne prepeity or any portion therect is 
sold during tr.e 27 T day period, the sale price will be mutua-.y 
approved by me and Madison T ir.ar.r lal Corporation. The proce™di 
cf the sale will ce applied toward tr.e promissory note, less 
13i sales commission to oe paid to me. At Madison's discretion. 


SEN 33CS4. 
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Mr. Janes 3. McCcucal 
September 14, 1?9S 
Pace -1- 


a-v particular piece si property .may be deeded back to Madison 
prior :: me executicn of a sales transaction. 

It is else acreed, i.n addition to the salary 1 am receiving 
from Mad i sen financial Corporation , I will receive lit sales 
commission cr. all property sold, recardless wnc sells it, except 
residential property that will be located scuth zi I45th Street, 

;r, whim rase I will receive 4 1 icmaissicr. if sc Id by any ether 
person. 

Iun.tr t.te ten zi the cp tier, period, all zi the net revenues 
of the water werxs and sewer department snail re forwarded 
directly tc Madison Cuararty for applioaticr. toward the note, 
unless sum facilities are soli socner. Madison financial 
Ccrpcrar.cn will also :e responsible for all taxes, special 
aosessne.tts. dues, insurance premiums, etc. d urine the period : : 
this sttior. . 

Z would appreciate your acxncwledri.tr and agreeing to the 
terms : : me letter or agreement. 


2 mcenely, 
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Addendum to Agreement 3e:veen 
Set.*. Ward and James 3. McDcugai 
September I 4 , 1365 


(little Sock Scut* Industrie. 1 Park, N£ Corner 53-15 ; ; 143 — ) 
1ZGAL D£2C2U?C IDN - 

Part of Tracts 27 i 23, Hclnan Acres, Pulaski County , Arkansas . 
mere particularly described as: iiartmc at tne intersection : : 

tne ncrtr. nght-cf -way line cast 14 5 tn Street and the west ncr.r- 
cf-way line cf Dmeer. Drive, said :c:nt al3c being the Southeast 
ccrner : f tne B irc.t- Brocks , me. property * tner.ee N o dec. 21 
tin . £ alone the west rigr.t-co -way of Dir.een Drive 373 . 12 ft. :: 
the Northeast corner of said Birch-Brooks , Inc . property and tne 
point of oegmrir.c ; thence N* 33 dec. 5 3 tin. 33 sec. w^ along tne 
ncrtr. line of said -iron-Br^cks, I no . property 3C3. 30 ft. to the 
Ncrtr.west ocrr.er tne tec f , the toe 3 7 tec. 13 tin . 3 2 sec. w along 
tne vest line of *uid Bircr. - . ticks , Inc. property 133.13 ft. tt a 
pemt or. the ncrtr. r iz.tt-c: - -<•/ line cf 1' . 3. Bigr.vay Nc . 53-15": 
tner.ee N 23 dag. 3 3 am. 12 sec. W , aloac saj.c north nrr.t-cf-wav 
line, 111.57 ft. tt a point: theros N 3 ? dec. 3 3 tin . 4 0 3 ec. W 
and continuing alor.c said r.crtr ngnt-cf-way line, 5 30. = " :t. to 
a point: tner.es N 54 dec. 21 tin. 12 sec. w ar.d continuing a lent 
said r.crtr. right-of-way line 111.13 ft. to a point or. tne east 
rignt-of -way line of said *J . 3. Higrr-ay No. 55-157; thence N 2 


: j -ss . 


_ a_ tr.c tne scut r. 


prtperty -me tf tne Semens- Allis, Inc . property and said scutr. 
line extended Westerly, 1131.21 ft. tt a point tn tne vest rirr.t - 
o : --ay ime tf Imeer. Drive: tner.es 3 2 Deg, II .cm. w altr.g said 

vest ngnt-cf-way -me 312.35 ft. to a point: tr.er.os Scutr.vesterly 
and continuing along said west ngnt-cf-way line, temc tne art 
of a 715.56 ft. radius curve to tne rigr.t, havmc a chord tearing 
-no tistar.oe of 5 3 deg. 21 cm. w, 133.12 ft. tc a point; tr.er.os 
5 15 tec. 11 tin . W and continuing alert said test right-of-way 
lino, IC.2 ft. tc a point; trance Soutr.wester ly and continuing 
alone said west ngnt-cf-way line, temc the arc tf a 715.73 ft. 
radius curve to the left having a more tearing and distar.ee cf 3 
3 deg. 21 mm. W, 13 3.23 ft. tc a point: tr.erte 3 2 dec. 21 mm. 

W anc continuing along said west n or o -o_ -way line, 25.33 ft. to 
the point cf beginning, containing 22.5649 acres more or less. 
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OPTION TC PURCHASE REAL -STATT 


This Option granted this lac day o£ May, 1986, by SETH ward 
and YVONNE ANNA wa RO, his wife <co liectively -Grantor*), to 
MADISON FINANCIAL CORPORATION ("Optionee*), 

W-I-T-N-E-S-S-E-T-H: 

1. GRANT OF OPTION . In cons ideration of Optionee’s 
payment to the Grantor of One Thousand Dollars (SI, 000. 00), and 
other good and valuable consideration, the receipt and adequacy 
of which is hereby acknowledged. Grantor hereby grants to 
Optionee an exclusive and irrevocable Option to Purchase the 
following described property together with all buildings and 
improvements thereon, situated in the City of Little Rock, 
Pulaski County, Arkansas, to-wit: 


A tract of land located in the HE 1/4 SW 1/4 
Section 24, T-l-S, R-12-W, Pulaski County, 
Arkansas, more particularly described as: 
Starting at an iron pin marking the 
intersection of the North right-of-way line 
of East 145th Street and the West 
right-of-way line of Oineen Drive; thence 
S39 • 44' 40* E along said North right-of-way 
line, 22 . 75 ft.; thence Southeasterly and 
continuing along said North right-of-way 
line, being the are of a 2,913 ft. radius 
curve to the right having an are distance of 
359.07 ft.; thence S78* 43* 20*E and ' 
continuing along said North right-of-way 
line, 2724.44 ft. to the point of beginning 
of the tract of land described herein; 
thence N 11* 14* 40* E and perpendicular to 
said North right-of-way line, 522.72 ft. to 
a point; thence S78* 45" 20*E and parallel 
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with said North right-of-way line. 555.56 
ft. to a pome; enence Sil* 14* 40*w * n d 
perpendicular to said North right-of-way 
line 522.72 ft. to a poiae on said North 
right-of-way line; thence H79 # 45* 20* w 
along said North right-of-way, 555.56 ft. to 
the point of beginning, containing 
290,402.22 sq. ft. or 6.6667 acres more or 
less. 

2. PURCHASE PRICE . The purchase* price for the property 
hereinabove described, together with all improvements thereon, 
shall be Four Hundred Thousand Dollars (5400,000.00). 

3. EXPIRATION DATE . This Option shall expire at 6:00 
o'clock, P.Jf. , Central Time, on August 1, 1996. 

4. PAIIORZ TO CXZRCISZ OPTION . If Optionee dees not 
exercise this Option as herein provided, all sums paid by him 
hereunder shall be retained by the Grantor free of all claims of 
Optionee, and neither party shall have any further rights or 
claims against the other. 

5. EXZRCISZ OF OPTION . This Option shall be exercised by 
Optionee's delivering to the Grantor written notice of such 
-exercise on or before the expiration date, or any extension 
thereof, or by Optionee's mailing such written notice of 
exercise by certified mail to Grantor at least two days before 
the expiration date, or any extension thereof; and such notice, 
if so mailed, shall be deemed valid and effective whether or not 
it actually is delivered to Grantor prior to the expiration 
date, or any extension thereof. 


- 2 - 
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S. CIOSIMG ftgCU:3£M£KTS . In the event of Optionee’s 
exercise of this Option: 

4. Closing will occur within 30 days after the 
exercise of this Option, which date may be extended by 
mutual agreement; 

b. The Grantor shall deliver at closing to Optionee, 
or his nominee, a general warranty deed conveying good and 
marketable title in fee simple to the aforesaid premises, 
free and clear of all liens, encumbrances and tenancies, 
except those for streets and utilities and tenancies which 
may be disclosed by Grantor to Optionee prior to the 
granting of this Option; 

c. Taxes and assessments, if any, due on or before 
the closing date shall be paid by Grantor. Taxes and 
assessments, if any, for 1986 shall be prorated as of the 
closing date; 

d. Grantor, at Grantor's sole expense, shall furnish 
Optionee, within 30 days after exereise of the Option, a 
complete abstract certified to a current date, or at 
Grantor's option, a commitment for an owner's title 
insurance policy convertible at closing to an owner's policy 
issued on ALTA rorm 8, 1970, reflecting merchantable title 
satisfactory to Optionee's attorney. In the event an 
abstract is furnished and an examination of title to said 

- 3 - 0190g 
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property shall disclose that the a am* is not pood and 
marketable, and i.' the cause of such unmarkatabi licy shall 
not be removed by Grantor prior to the date fixed for closing, 
then Grantor may exercise his option to furnish Optionee a 
policy of title insurance satisfactory to Optionee. If 
marketable title cannot be conveyed at closing, any monies paid 
by Optionee on account of the purchase price of said property, 
including any sums paid as consideration for the granting of 
this Option, shall be refunded to Optionee; 

e. The risk of loss, damage, condemnation, or 
destruction of the premises or improvements thereon by fire, 
or otherwise, until closing shall be on Grantor; 

f. Revenue stamps to be placed on the Deed shall be 
at the expense of Grantor. 

7. PAYMENT or PURCHASZ PRICE . At Closing, Optionee will 
pay Grantor in cash an amount equal to the purchase price set 
out in accordance with Paragraph 2 hereof. 

8. NOTICES . Any notices required hereunder shall be 
effective if given to the parties hereto at the following 
addresses, or such other address as either party may 
subsequently designate in writing: 

OPTIONEE:. Madison Financial Corporation 

1308 South Main 
Little Rock, Arkansas 72201 

GRANTOR: Seth Ward 

16th k Main 

Little Rock, Arkansas 72201 


-4- 
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9 . ASSIGNMENT . This Option. before or after its exercise, 
may be assigned by Optionee without the prior written consent of 
Grantor. 



OPTIONEE: 

MADISON FINANCIAL CORPORATION 


n O-rfe i- 
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Latham. And I don 
happened was they put 
5f"resolution? 
right. 

. Dentcn substituted 
somebody initialled. Is that 
McDougal? I can see •S.W.* 
nitials? 

It would be John Latham. I guess. 

/ / 

Well, whose idea was it for them to take an option to tht 




you know why he wanted to dg^ehat? 

•ah. I think we discussed it earlier this morning. 

He wanted the property? 

Sure he did. Choice property. 

Do you know what property this description belongs to -- 
uhrhuh. 

-X^onN^he resolution? what property Is it?\ 

That ^rop^xty that we deeded back to Madison the day we 


loaed. When we 


the property, they sold Ao — it had th 


Strauss bnildinSsOn 

The property that w^s sold to David Fitzhugh? 

Uh-huh. 

other words, they intended to take an option on Tracts 
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EOWAHO L. «»lGHr 
11903 - 1977 ) 

ROBERT 5 LINOSCY 
11 9 ♦ 3- 1 99 1 1 
ISAAC a SCOTT. JR 
JOHN G. UlE 
GOffOON 1 RATHER. JR 
TERRY l_ MATKtWJ 
OAVIO M ROWELL 
POGSR A GLASGOW 

c qouglas suporo. jr 

PATRICK J. GOSS 
ALSTON jENNINCS. JR 
JOHN A TISOALC 
KATNLYN CRAVES 
w SamuCL JONES mi 
JOHN william srivcy III 
LEE J. MULOROW 
N M NORTON JR 
COGAR J. TYUR 
CHARLES c price 
Charles r Coleman 
JAMES J. GLOVER 
COwiN L LOWTHCR ..R 

severlt sassett scmapper 

CHARLES L SCHLUMSERGCR 

sammv e <_ taylor 

WALTER e. MAY 
anna hiRaj Gibson 
GREGORY T JONES 
H. KEITH MORRISON 


WRIGHT. LINDSEY & JENNINGS 

ATTORNEYS AT LAW 

200 WEST CAPITOL AVENUE 
SUITE 2200 

LITTLE ROCK. ARKANSAS 7220 1-3699 

(301) 37t-O8O0 


rax I SOU 37B-9AA2 


OR COUNSEL 
ALSTON jCNNINGS 
ROnalO a may 

February 9, 1996 


bettina e brownstein 

WALTER MCSRAOOEN 
ROCER O. HO«( 

NANCY SELLHOUSE MAY 

jOnn o oavis 

JUOY Simmons henry 

KIMBERLY WOOO TUCKER 

MARK U KRYOR 

ray R COX JR 

NARRV S HURST JR 

troy a price 

PATRICIA SlEVCRS LEWALLEN 

JAMES M MOOOY JR 

KATNRYN A PRYOR 

X MARK OAVIS 

CLAIRE SNOWS HANCOCK 

KEVIN W KENnEQy 

MARK a, ROGERS 

JERRY X SALLINGS 

RRCO M PCRKINS III 

WILLIAM STUART JACKSON 

MlCNAEL 0 BARNES 

STEPHEN R LANCASTER 

JUOY M ROBINSON 

BETSY MCACHAM 

AINSLEY H LANG 

KYLE R WILSON 

SON s MCKINNEY 

MICNELC U SIMMONS 

KRISTI M MOOOY 


Viet D. Dinh 

Associate Special Counsel 
Committee on Banking 
Washington, D.C. 20510-6075 


BY FACSIMILE 
202-228-0020 


Dear Mr. Dinh: 


Based upon a news story in today's Arkansas Democrat-Gazette and 
a telephone call that I received this morning from a reporter, it 
is apparent that the press has access to information concerning 
which I testified in my deposition. Since I do not have a 
transcript of my deposition, it is shocking to me that the press 
already has it. 


I respectfully request that I be provided with a copy of the 
transcript of my deposition in ample time for me to review it 
before my scheduled appearance before the Committee on Thursday, 
February 15, 1996. I believe that I was advised that I was 
entitled to have a transcript four days before an appearance 
before the Committee. I could be mistaken about that, but that 
is certainly my impression. 


Yours very truly, 

WRIGHT, LINDSEY & JENNINGS 
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First Lady Met Arkansas Figure’s Lawyer 
In Month That Billing Records Appeared 


By Susan Schmidt 



Last August, first lady Hillary Rod- 
ham Qintoo met at the White House 
residence with a Little Rock lawyer 
who was representing a mam figure in 
a controversial Arkansas real estate 
deal that Clinton had worked on as a 
private attorney. It was around that 
tune that long-subpoenaed legal billing 
records detailing her work on the pro- 
ject mysteriously turned tip oo a table 
tn the White House residence. 

White House logs obtained by the 
Senate Whitewater committee show 
that on Aug. 10. attorney Alston Jen- 
nings visited the first lady in the White 
House residence. Jennings's dients in- 
clude Seth Ward, an Arkansas busi- 
nessman whom hank regulators have 
identified as a "straw'’ purchaser in the 
thousand-acre Castle Grande project 
near Little Rock. Called a ‘sham* by 
bank examiners, the mid-1980s project 
caused miUioas of dollars in losses to 
Madison Guaranty Savings & Loan, a 
former client of Clinton and her law 
firm. 

Clinton's meeting with Jennings— 
which the White House and her private 
lawyer declined to discuss yesterday— 
was discovered as Senate investigators 
attempt to reconstruct movements in 
and out of the White House residence 
during the period when her billing re- 
cords suddenly appeared in a smafl ar- 
ea known as the ‘book room.' 

Sought under subpoena for more 
than two years, the records include de- 
tails of Clinton's work on the Castle 
Grande project— a matter she had said 
m a sworn statement she could not re- 
member and recently has said she 
knew under another name. 

Since the records surfaced, the Sen- 
ate committee has homed in on Clin- 
ton's billings for work she did with 
Ward, a Madison officer, on the Castle 
Grande transactions. 

Jennings’s White House visit last 
year occurred less than a week after 

the inspector general of the Resolution 
Trust Corp. issued a 40- volume report 
examining work done by Clinton s for- 
mer firm, the Rone Law Firm of Little 
Rock, on behalf of the federal govern- 
ment. The RTC was examining wheth- 
er the firm had undisclosed conflicts of 
interest when it was hired to represent 
federal agencies. 

That report focused in large meas- 
ure on Rose’s work for Madison on the 
Castle Grande project. It mentioned 
Ward’s role m the project and gave 
sketchy details that were then avail- 
able about Hillary Clinton's work oo 
the real estate deal. 

The inspector general concluded 
that Rose had numerous undisclosed 
conflict* of interest— including its 
work fnr Madison on Cattle Grande 


and other work it had done for the 
thrift— when the firm w»* hard by the 
government to sue Madison's auditors 
to cry to recover taxpayer funds lost as 
a result of Madison's failure. 

The White House last night referred 
questions about Jennings's vtst to Da- 
vid E. Kendall, private attorney for the 
Chnions. but he declined to comment. 
Tve got nothing to say,’ Kendall said. 
Tve just got nothing to say. f have no 
comment If I'm doing legal work I 
don't comment* 

Jennings, readied at his Little Rock 
office yesterday, saxi his visit to the 
White House did not concern Castle 
Grande but declined to comment fur- 
ther. In a deposition with committee 
Lawyers this week, he said Kendall had 
asked him to meet with him and Hillary 
Clinton at the White House. They did 
not discuss Ward, he said. 

The billing records surfaced last 
month in the East Wing office of Caro- 
lyn Huber, the Clintons' director of cor- 
respondence. Huber told the Senate 
panel that sometime during the first 
two weeks of August she went to the 
book room to box up louddmado and 
memorabilia to take to her own office 
for filing. 

She said she picked up the sheaf of 

billing documents, in pbm view on a ta- 
ble. thinking they were to be filed. Hub- 
er. a former office manager at the Rose 
firm, testified that she recognized them 
as billing records, but she did not look at 
them or realize they were the Madraon 
records that had been subpoenaed by 
Whitewater independent counsel Ken- 
neth W. Starr and other government in- 
vestigators. 

Huber said she took the bo* to her 
office, stuck it under a table and didn't 
get around to looking through it uitil 
Jan. 4 of tha year. 

Yesterday, Kendall and special 
White House counsel Jane Sherburne 
were called before the Senate commit- 
tee to testify about the discovery of 
those records. Under questioning, both 
acknowledged that they realized that 
the 116-page document— and the cir- 
cumstances of its discovery after two 
years — would be of great interest to 
Starr and the committee. 

Sherburne said she raised the issue 
of whether Starr would want to finger- 
print the document and questioned 
whether they should turn it over to 
Stare immediately before photocopying 

it. 

After a discussion, she. Kendal! and 
a lawyer for Huber deeded to examine 
and copy the documents and to notify 
Stare and the Senate committee the 
following dav. 

Republicans cootended they had 
knowingly made it more difficult to ob- 
tain fingerprints irom the records. It ts 
not known ai this point whether Sure > 


office haa obtained any identifiable 
prints from the billing records. 

*We may oerer know preasefy bow 
the documents got there,* Kendall told 
the panel This may be another of the 
thaningless mysteries of Whitewater.* 

Xendall and Sherburne also de- 
safed Hnber as deeply shakes and up- 
set rfter finding the records. Sherburne 
sad ki a deposition with committee law- 
yer* that “Ms. Huber said to me that 
die was really upset and she just ibdn t 
know if she had done the right thing. 



JANE SHERBURNE 

... Usti fits about discovery of rtcorxLs 


And I said, *What do you mean by that?* 
And she said. 1 didn't know what to do 
when I found these today and maybe I 
should have just thrown them out.' And 
1 said . . . Tou did the right thing.' * 

Also yesterday, the committee re- 
leased the two-year-old handwritten 
meeting notes of former White House 
cofnmunxatxxis director Mark Ceann. 
reflecting the intense damage-control 
efforts to contain the Whitewater story, 
which stemmed from the CSatons' part- 
nership in a real estate venture with the 
owner of Madison Guaranty. 

At the meeting. White House aides 
had discussed sending someone to Ar- 
kansas to talk to Beverfy Bassett Schaf- 
fer. the lormer state securities comnu> 
oooer who had pubtidy insisted that she 
feh no political pressure to act in wavs 
that would benefit Madison despite Hil- 
lary Clinton’s role in representing the 
thrift before her agency. They decided 
against ft after deputy chief of staff Har- 
old lekea said he feared such a move 
was bound to “come out* publicly 

Staff writer Bill McAllister 
contributed to this rrport 

FOR MORE INFORMATION 

To rtad a (hronology of H7n//fi,i/e» 
events, sre Digital Ink, The Post's 
online terrier To learn about 
Digital Ink. call 202-3J4-17-UJ 


Acquisition of Castle Grande Property from IDC 
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The Financing of Castle Grande Sales 
by Madison Guaranty 
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INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


THURSDAY, FEBRUARY 15, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington , DC. 

The Committee met at 10:10 a.m., in room 216 of the Hart Sen- 
ate Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 

OPENING COMMENTS OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. The Committee will come to order. 

We have a procedure that the Majority and the Minority both 
have agreed to in order to expedite the hearings, and cut down on 
the number of witnesses and the number of depositions. 

We have agreed to a procedure for narrowing down the number 
of people who may have had or possibly could have had access to 
the Book Room where Ms. Huber found the billing records. We 
have, by way of that agreement, issued interrogatories to assist the 
Committee in determining if any of the people who may have had 
access indeed saw them, had access to them, knows of anyone who 
may have had them, knows how they got there. 

This will speed up the work of the Committee and help us find 
out who placed the billing records in the Book Room. I haven’t de- 
cided whether those questions should be released, although there 
is nothing secret about them. 

But there are questions such as whether the White House over- 
night guests were ever in the room, and if so, who or what did they 
see, did any of the guests see, handle or discuss the Rose Law Firm 
billing records while in the White House, and did these guests see, 
handle or discuss the Rose Law Firm billing records prior to their 
discovery on January 4th. 

As I said, these interrogatories were prepared and sent out last 
evening. I think there were 38, and we won’t disclose names at this 
time because I think it would just create some unnecessary specu- 
lation. Nothing should be attributed to the fact that we sent out 
interrogatories — these people were in the White House during this 
period of time. So it is an effort to, again, narrow and determine 
if they have any knowledge with respect to the billing records. 
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The Majority and the Minority both agreed. It is a housekeeping 
detail, and I thought that I would share it with you. 

Now that Senator Sarbanes is here, I think we can proceed. Mr. 
Gearan, do you have any statement that you would like to make 
for the record? 

SWORN TESTIMONY OF MARK D. GEARAN 
DIRECTOR, PEACE CORPS 

FORMER WHITE HOUSE DIRECTOR OF COMMUNICATIONS 

Mr. Gearan. Mr. Chairman, I do not. I am here to answer any 
questions you may have. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Mr. Gearan, do you have before you a set of documents with the 
Bates numbers S 20564 through S 20585? Do you have those? 

Mr. Gearan. Yes, just 1 minute, Mr. Chertoff. These were just 
given to me. Are they all together here, S 20564 through? 

Mr. Chertoff. Through S 20585. 

Mr. Gearan. Yes. 

Mr. Chertoff. And these are your handwritten notes with the 
redactions? 

Mr. Gearan. If these are the notes I had at my deposition Mon- 
day evening, these are all my notes, yes. 

Mr. Chertoff. They are in your handwriting? 

Mr. Gearan. Yes. 

Mr. Chertoff. When did you first turn them over to the White 
House or to the Senate? 

Mr. Gearan. Well, they were turned over by the White House. 
My understanding, they were turned over by the White House to 
the Senate Committee. 

Mr. Chertoff. When did you turn them over to the White 
House? 

Mr. Gearan. I turned them over to the White House on the 31st 
of January. 

Mr. Chertoff. Of what year? 

Mr. Gearan. This year, sir. 

Mr. Chertoff. They were not turned over in 1994 to the White 
House? 

Mr. Gearan. Correct, sir. 

Mr. Chertoff. They were not turned over in 1995 to the White 
House? 

Mr. Gearan. Not until January 31. 

Mr. Chertoff. They were not turned over in 1994 to the White 
House? 

Mr. Gearan. No, they were not. 

Mr. Chertoff. Were they turned over in 1995? 

Mr. Gearan. Yes, sir — I am sorry, 1996, correct. 

Mr. Chertoff. Listen. They were not turned over in 1994; right? 

Mr. Gearan. Correct. 

Mr. Chertoff. They were not turned over in 1995; right? 

Mr. Gearan. If I might, Mr. Chertoff 

Mr. Chertoff. Please Mr. Gearan, it is a very simple question. 
Did you turn these notes over to anyone in the White House for 
production to anybody in 1995, yes or no? 
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Mr. Gearan. In 1995 these were in the White House, and I left 
the White House in August 1995. 

Mr. Chertoff. Where were they in the White House? 

Mr. Gearan. They were in my office. 

Mr. Chertoff. Did you turn them over to anybody who was re- 
sponsible to produce documents to the Senate or to the Independ- 
ent Counsel, or to any other investigative body, in 1995? 

Mr. Gearan. No, I did not. They were inadvertently taken to my 
office at the Peace Corps. 

Mr. Chertoff. But even before they were taken, they were in 
your office in the White House; right? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. While they were in your office in the White 
House, you didn’t turn them over to anybody for purposes of mak- 
ing any kind of production to any investigative body or agency; is 
that correct? 

Mr. Gearan. Mr. Chertoff, when I was in the White House, for 
the purposes of production to this Committee or the Independent 
Counsel or anyone, that production was responsive to the individ- 
ual request that I was given at that point in time. 

Mr. Chertoff. There was a point in time in 1994, 1995, that you 
looked at these notes and you made a decision they were not called 
for by any request for production? 

Mr. Gearan. These were files that I had segregated in my office 
for the purposes of the relevant authorities that were looking into 
this matter. And I did not produce them at that time in consulta- 
tion with my counsel as they were not responsive. 

Mr. Chertoff. OK, so you made it just — because we are — you 
raised the issue of inadvertence. You are telling us sometime in 
1984 and 1985 before you left the White House 

Mr. Gearan. No, 1994. 

Mr. Chertoff. Listen to me, Mr. Gearan. Sometime during the 
period from 1984 until you left the White House in 1985, did you 
make a decision about these particular notes, that they were not 
responsive to any requests for documents from any investigative 
agency? 

Mr. Gearan. Assuming you mean 1994 instead of 1984 

Mr. Chertoff. I’m sorry, 1994 and 1995. 

Mr. Gearan. —during that period of time, I maintained these 
files in the Communications Office, and they were at that point not 
produced as they were not responsive. 

Mr. Chertoff. In other words, it wasn’t that you didn’t look at 
them, you looked at them and you made a decision in 1994 and 
1995 before you left the White House that these were not respon- 
sive to a request; right? 

Mr. Gearan. I don’t recall looking at them, to be honest, but they 
were in the files that were segregated, yes. 

Mr. Chertoff. Segregated for purposes of being looked at to 
make productions to Grand Juries or Senate Committees or House 
Committees; right? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. They somehow wound up going with you to the 
Peace Corps? 

Mr. Gearan. Correct. 
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Mr. CHERTOFF. Who packed them up? 

Mr. Gearan. My staff at the White House. 

Mr. Chertoff. Most of these notes before you reflect meetings 
that occurred during the period from January 4, 1994 through Jan- 
uary 8, 1994; correct, except for the last few pages? 

Mr. Gearan. Yes. That’s that period of time; correct. 

Mr. Chertoff. During that period of time there were daily meet- 
ings about Whitewater that you attended? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. Were there any meetings later in January about 
Whitewater? 

Mr. Gearan. I don’t recall any. I know the President went on a 
foreign trip and I accompanied him, in the second week, I believe, 
in January. 

Mr. Chertoff. What about the third and fourth weeks, did you 
have meetings in the third and fourth weeks of January, like you 
did in the first week of January? 

Mr. Gearan. I don’t recall. I don’t have any notes to that effect. 

Mr. Chertoff. Do you know whether there were any notes you 
have that haven’t been produced? 

Mr. Gearan. No, I do not. 

Mr. Chertoff. Now, Mr. Gearan, this meeting on January 4th, 
who called the meeting? 

Mr. Gearan. I don’t recall who called the meeting as my notes 
indicate it was in Mr. McLarty’s office, but I don’t know who called 
the meeting. 

Mr. Chertoff. Without holding you to everybody who was there, 
you were there? 

Mr. Gearan. Correct. 

Mr. Chertoff. Mr. McLarty was there? 

Mr. Gearan. At this meeting, yes. 

Mr. Chertoff. Mr. Eggleston was there? 

Mr. Gearan. Yes. 

Mr. Chertoff. Mr. Nussbaum was there? 

Mr. Gearan. I believe so. 

Mr. Chertoff. There came a time the First Lady was there? 

Mr. Gearan. At this meeting, yes, sir. 

Mr. Chertoff. How did she come to be at the meeting? 

Mr. Gearan. As I recall, she just happened into Mr. McLarty’s 
office. 

Mr. Chertoff. Do you know how she knew there was a meeting 
in progress about Whitewater? 

Mr. Gearan. No, I do not. 

Mr. Chertoff. I want to take you through some of the notes and 
it will take awhile to go through all of them, so I will start with 
some of the highlights. Would you agree with me that on January 
4th, one of the topics of conversation was the position the White 
House ought to take on the appointment of an Independent Coun- 
sel to investigate Whitewater? 

Mr. Gearan. Yes. At that time, there had been considerable edi- 
torial and Congressional commentary and requests for the Presi- 
dent to call for a Special Counsel. 

Mr. CHERTOFF. Everybody in that room as of January 4th who 
participated in the discussion understood that there was an ongo- 
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in g Grand Jury investigation in Arkansas that included focusing on 
Whitewater and Madison; isn’t that correct? 

Mr. Gearan. That is what my notes indicate. Mr. Eggleston, at 
the beginning, summarized the circumstance. 

Mr. Chertoff. Mr. Eggleston, in fact, informed everybody who 
was at the meeting, at that point in time, that there were docu- 
ments which were in the possession of the White House that might 
have relevance to the Grand Jury for investigation of either Madi- 
son or Whitewater; correct? 

Mr. Gearan. I don’t know, Mr. Chertoff, that that’s documents 
at the White House. I would read that documents may have rele- 
vance for investigation. This proceeded immediately after the Presi- 
dent turned over the documents to the Department of Justice at 
the end of December. 

Mr. Chertoff. He was referring to the documents that had been 
turned over at the end of December? 

Mr. Gearan. That’s how I would read that, sir. 

Mr. CHERTOFF. So there was an understanding that there was an 
active Grand Jury investigation going on that was seeking docu- 
ments and that was examining Madison and Whitewater; correct? 

Mr. Gearan. Seeking documents? 

Mr. Chertoff. It was understood in the meeting that there was 
an active Grand Jury investigation going on, that the Grand Jury 
was obtaining documents, and that they were looking at the issue 
of Madison and Whitewater; correct? 

Mr. Gearan. I don’t know that it was understood they were look- 
ing for documents. I don’t recall that part. 

Mr. Chertoff. Well, they had subpoenaed documents. 

Mr. Gearan. I don’t recollect that from this meeting, sir. 

Mr. Chertoff. There were documents that had been turned over 
that were relevant to the Grand Jury? 

Mr. Gearan. Yes. 

Mr. Chertoff. I can see you are not going to want to move too 
far outside the notes, but the notes do say documents may have rel- 
evance to the Grand Jury; right? 

Mr. Gearan. Yes. 

Mr. Chertoff. Now on page 2, somebody says, “Risk of AG get- 
ting out front in naming a counsel before White House leadership.” 
Is that a correct reading of the top of that page? 

Mr. Gearan. Yes. 

Mr. Chertoff. Who said that? 

Mr. Gearan. My notes would seem to indicate it was Joel Klein 
because there is not any notation otherwise, but I can’t recall. 

Mr. Chertoff. And 

Mr. Gearan. From the previous page. 

Mr. Chertoff. Right, and then down the page, almost at the end 
on page 2, there is a DG. Is that David Gergen? 

Mr. Gearan. Yes. 

Mr. Chertoff. He says, “Independent Counsel operates differ- 
ently than criminal prosecutor. They take on a life of their own.” 
Is that a correct reading? 

Mr. Gearan. Yes, it is. 

Mr. Chertoff. Am I correct that the concern was that an Inde- 
pendent Counsel could pursue matters, so to speak, without control 


1714 


by anybody else, like the Attorney General, or anybody in the Ad- 
ministration? 

Mr. Gearan. No, Mr. Chertoff. I don't recall it as a matter of con- 
trol. It was a matter that it tends to go on for a long period of time. 
There was a concern about both the duration of some Independent 
Counsels in the past, as well as the digression from its original 
charge. 

Mr. Chertoff. You mean the scope; there was concern about the 
scope? 

Mr. Gearan. I don't know if there was concern relevant to this 
specific matter as much as a historical review of these meetings 
evidenced from the Counsel's Office of what has happened in past 
Special Counsels or past Independent Counsels. 

Mr. Chertoff. Mr. Gearan, you were not meeting for the pur- 
pose of having a historical discussion about the institution of the 
Independent Counsel, were you? You were meeting with respect to 
a decision that had to be made about the position the White House 
would take on requesting an Independent Counsel; correct? 

Mr. Gearan. Correct; but in that discussion, a historical review 
of past counsels was observed. 

Mr. CHERTOFF. The particular concern was the duration and 
scope; right? 

Mr. Gearan. Those were the points that were mentioned, yes. 

Mr. Chertoff. Mrs. Clinton comes in; right? This is on page 3. 

Mr. Gearan. That’s correct. 

Mr. Chertoff. It says, “Looks like a meeting I might be inter- 
ested in.” Is that right? 

Mr. Gearan. That’s right. 

Mr. Chertoff. Then she stayed for about 10 or 15 minutes? 

Mr. Gearan. That's my recollection, yes. 

Mr. Chertoff. Your note taking at this point stops, except for 
the comment, “Watergate Committee”? 

Mr. Gearan. Right. 

Mr. CHERTOFF. What did Mrs. Clinton say about the Watergate 
Committee? 

Mr. Gearan. As I recall the conversation, Mrs. Clinton was dis- 
tinguishing her service as a member of the Watergate Committee 
on the staff with the present context, and their disagreement with 
the calls for a Special Counsel were well reported in the press. 
What I’ve tried to help the Committee with, and that is, that they 
did not feel — she did not feel there was any wrongdoing on their 
part, or that she was aware of, and that the particular standard 
for past Independent Counsels had not been established in this in- 
stance. And she was distinguishing the difference in the instance 
of the Watergate matter. 

Mr. Chertoff. Where is all that in the notes? 

Mr. Gearan. It is not, sir; that’s my recollection. 

Mr. Chertoff. Is there some reason you didn’t take notes when 
the First Lady came in, except to make the reference to Watergate 
Committee? 

Mr. Gearan. I guess my only point that I could assist you with 
is I found the discussion very interesting and I was listening in- 
tently to the conversation. 
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Mr. Chertoff. So at this point it got so interesting you forgot 
to write it down; is that what you are telling us? 

Mr. Gearan. Well, I think at this point I was listening quite in- 
tently to the First Lady, yes. 

Mr. Chertoff. Now the next day, which is on the next page, the 
discussion continues; right? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. Bernie Nussbaum has a fairly extended conversa- 
tion on his views about the Independent Counsel; right? 

Mr. Gearan. That’s right. 

Mr. Chertoff. He was adamantly opposed to it; right? 

Mr. Gearan. Yes, sir. 

Mr. Chertoff. Did you know, as of the 5th of January, that 2 
months earlier Mr. Nussbaum had met with private attorneys for 
the Clintons, Mr. Kendall and other attorneys, essentially having 
a kind of a joint defense meeting with respect to the Whitewater 
matters? 

Mr. Gearan. No, I am not aware of that. 

Mr. CHERTOFF. So he didn’t enlighten anybody on the 5th of Jan- 
uary that almost exactly 2 months earlier, on the 5th of November, 
he had sat down with Mr. Engelberg, Mr. Lyons, and Mr. Kendall 
to have a discussion about Whitewater and Madison, and various 
issues relating to the investigations that might impact on the Clin- 
tons; he didn’t bring that up at the meeting, did he? 

Mr. Gearan. That is not my — I don’t recall, no, sir. 

Mr. Chertoff. But he did adamantly oppose an Independent 
Counsel at the meeting? 

Mr. Gearan. Correct. 

Mr. Chertoff. He said, this is the second entry, “If appoint out- 
side as counsel or prosecutor, subject to no control and come in 
with desire to get someone.” Is that what he said? 

Mr. Gearan. Yes. 

Mr. Chertoff. He raised the issue of an Independent Counsel 
not being subject to control; correct? 

Mr. Gearan. His argument, as I recall from the time, was that 
an Independent Counsel or a Special Counsel at this point was 
somewhat of an unguided missile. 

Mr. Chertoff. Meaning they couldn’t be controlled? 

Mr. Gearan. No. 

Mr. Chertoff. Does the word “no control” appear in your notes, 
Mr. Gearan? 

Mr. Gearan. It does, sir, but I think, as I recall the conversation, 
it was a circumstance where he was, as these outlines later, it 
tends to go on and on, both for the duration of it and for the con- 
text of it. 

Mr. Chertoff. And the scope of it; right? 

Mr. Gearan. Right; and then he outlines, on the bottom of that 
page, past instances 

Mr. CHERTOFF. I understand there are things you want to say 
but you will have to follow with my questions. 

So Mr. Nussbaum raises the issue of no control over an Inde- 
pendent Counsel, and then he basically outlines two possible sce- 
narios; right, that could come about. Under one scenario, you have 
what he calls a good-hearted Nussbaum who is appointed. So I 
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guess that was kind of the wish to have a good-hearted Bernie 
Nussbaum appointed to be the Independent Counsel, who would 
worry about how he goes back to New York City and doesn’t indict 
anyone, and then after 3 years he writes a report. That’s the good 
scenario. Then the bad scenario is the bad-hearted guy — it says, 
“Bad-hearted guy goes in and decides a smell of corruption and can 
show some things of those people close around principal.” Now the 
principal here refers to the President? 

Mr. Gearan. I think the principal, any principal that was being 
investigated. 

Mr. Chertoff. But here the focus is on a particular issue involv- 
ing Whitewater, you understood the principal here to be the Presi- 
dent? 

Mr. Gearan. Yes. 

Mr. Chertoff. What Mr. Nussbaum is saying here is that the 
bad-hearted Independent Counsel smells some corruption and can 
show there are some things involving people close around the prin- 
cipal. That was the bad scenario? 

Mr. Gearan. That’s his view of the two types of people that could 
be an Independent Counsel, and I recall his — the context or his 
view is that if you had someone, in his words the bad-hearted coun- 
sel, it would be very difficult and they would be embarrassed of 
going back without having charged someone. 

Mr. Chertoff. No, that was the good-hearted Nussbaum. That’s 
the earlier paragraph. The good-hearted Nussbaum would worry 
about going back without indicting someone. I am now on the bad- 
hearted one. The bad-hearted guy actually smells corruption; right? 
Is that right? Is that what it says? 

Mr, Gearan. That’s what it says. 

Mr. Chertoff. Then “can show some things of those people close 
around principal.” Did Mr. Nussbaum elaborate on the kinds of 
things that this bad-hearted prosecutor could show involving people 
close around the principal? 

Mr. Gearan. No, he did not. It was just his very affirmative ar- 
gument against an Independent Counsel. Because of its, as I have 
said previously, its duration, its digression, that there are past in- 
stances where it went beyond perhaps what some people thought 
about it. I am certainly aware, I have been in Washington for a bit, 
that there is some controversy associated with 

Mr. Chertoff. Mr. Gearan, please stay on the questions I ask 
you. My question is very specific. When he raised the fact that the 
bad-hearted prosecutor might detect a smell of corruption and can 
show some things of those people close around the principal, mean- 
ing the President, did you react to that in some way? Did you ask 
questions about what people are we talking about here? What is 
the concern? 

Mr. Gearan. Mr. Chertoff, I never heard it as an individual con- 
cern with any factual basis to this matter. It was a hypothetical 
about the two different types of counsels or Special Counsels that 
could be named. It was more of a generic discussion as I heard it 
and recalled it. 

Mr. Chertoff. All right. Now after this discussion of the two 
scenarios, the two possibilities, the good-hearted prosecutor goes 
back and defends his decision not to indict and the bad-hearted one 
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who smells corruption can show some things, then there is a dis- 
cussion of past Independent Counsels. It concludes, on the top of 
page 3, with an entry from Mack. That would be Mack McLarty; 
is that right? 

Mr. Gearan. That's correct. 

Mr. Chertoff. He says, “Let's get off whether we will have Spe- 
cial Prosecutor or Counsel. HRC and BC don't want it, discuss 
where we go from here.'' Was it your understanding that Mr. 
McLarty was telling you that as of the 4th of January the First 
Lady and the President both had decided they didn't want an Inde- 
pendent Counsel? 

Mr. Gearan. That's correct. 

Mr. Chertoff. Was it your understanding that the decision was 
in part up to the First Lady? 

Mr. Gearan. No. 

Mr. Chertoff. Wasn't there a point in time, within a couple of 
days, that there was a specific discussion about whether the First 
Lady could be persuaded to approve the appointment of an Inde- 
pendent Counsel? 

Mr. Gearan. There are notes reflecting that, yes. 

Mr. Chertoff. We will skip ahead while we are on the subject. 
Those notes, if we skip ahead to page S 20578, this is on the 7th 
of January, where Mr. Ickes says, 'To try to reopen it with us, im- 
possible, POTUS can't, staff can't, Christopher to talk to FLOTUS, 
Bob Barnett." FLOTUS is the First Lady of the United States; is 
that correct? 

Mr. Gearan. That's correct. 

Mr. Chertoff. POTUS is the President of the United States? 

Mr. Gearan. That's correct. 

Mr. Chertoff. What Mr. Ickes told you on the 7th was that the 
President and the staff had been unsuccessful in getting the First 
Lady to change her mind about the Independent Counsel appoint- 
ment; right? 

Mr. Gearan. I don't know, “unsuccessful," but 

Mr. Chertoff. They found it impossible? 

Mr. Gearan. To reopen it, that she was opposed to it, yes. 

Mr. Chertoff. Let's make sure it is absolutely clear. On the 7th 
of January, Mr. Ickes told you and the others at the meeting that 
the First Lady was adamantly opposed to an Independent Counsel; 
is that correct? 

Mr. Gearan. He doesn't say “adamantly," but that's my recollec- 
tion, sir. 

Mr. Chertoff. That's your recollection. That it would be impos- 
sible to reopen it with the First Lady; right? 

Mr. Gearan. That's what my notes reflect. 

Mr. Chertoff. That's what happened; right? Because you didn't 
lie to your notes; right? You kept an accurate record? 

Mr. Gearan. I did. 

Mr. Chertoff. He said the POTUS can't, the President of the 
United States couldn't get the First Lady to change her mind on 
this; right? 

Mr. Gearan. That's what my notes are saying. 

Mr. Chertoff. The staff couldn't do it; is that right? 
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The Chairman. Mr. Gearan, let me ask you one thing. You keep 
saying, “That is what my notes say.” Are you telling us you have 
no recollection of this? The Deputy Chief of Staff comes in, this is 
like the third or fourth in a series of meetings, this is not just any- 
thing. And you are telling us that you don’t recall Mr. Ickes saying 
that the First Lady will not change her mind as it relates to a Spe- 
cial Prosecutor, the President of the United States cannot get Mrs. 
Clinton to change her mind? Now, you are telling us you cannot re- 
member that? Your notes say it. 

Mr. Gearan. Senator 

The Chairman. I mean, that is such an inconsequential matter 
that you wouldn’t recall it? 

Mr. Gearan. Senator, I guess what I am suggesting is, I was 
aware this week that there was an internal discussion within the 
White House of whether we should have one or not. It had been 
well reported, I think 

Mr. Chertoff. I don’t want to know about the press 

Mr. Gearan. To answer the Chairman’s question, I am not cer- 
tain that this is the first time. 

The Chairman. The question is whether you recall Mr. Ickes say- 
ing this. To indicate that’s what your notes say is not responsive. 
When you respond in that manner, you lose credibility. You prom- 
ised to tell the truth and the whole truth, and I don’t believe that 
you are being responsive when you tell us, “That’s what my notes 
say.” We know your notes say that and we are asking you an im- 
portant question about a meeting, it wasn’t just one meeting, it 
wasn’t a casual meeting, the First Lady was present, and there 
were a series of meetings. And your only response is, “That’s what 
my notes say.” You didn’t lie to your notes, your notes don’t lie, and 
we are asking you to assist the Committee by giving us informa- 
tion. Did Mr. Ickes come in and say this? 

Mr. Gearan. Senator 

The Chairman. You have no independent recollection beyond the 
notes? 

Mr. Gearan. Senator, I have tried my very best in this Com- 
mittee — 

Mr. Chertoff. All right, Mr. Gearan 

Mr. Gearan. If I might, Mr. Chertoff — to present in deposition, 
the best I can, to recollect my recollections of this period of time. 
It did not — and I am not sure this is the first time in the history 
of this planet that a husband and wife have disagreed on some- 
thing. 

The Chairman. I didn’t ask you that, Mr. Gearan. It has nothing 
to do with whether this was the first time in history spouses dis- 
agreed. Do you recall this conversation? This was a report made by 
the Deputy Chief. We asked you, do you recall this? And you said, 
“That’s what my notes say.” That’s nonresponsive. 

Mr. Chertoff. Mr. Gearan, you are not suggesting this was a 
garden variety dispute between a husband and wife, are you? This 
was about whether an Independent Counsel gets appointed; right? 

Mr. Gearan. Correct. 

Mr. Chertoff. This is not an insignificant matter; right? 

Mr. Gearan. No, I would not 
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Mr. Chertoff. Now, I want to ask you whether you recall this 
conversation in which the Deputy Chief of Staff — and by the way, 
Mr. Ickes was one of the people who was tasked or was supposed 
to be responsible for managing Whitewater; right? 

Mr. Gearan. That’s correct, at this point in time. 

Mr. Chertoff. He says to you, with respect to this very conten- 
tious issue and public issue, that the President finds it impossible 
to reopen with the First Lady the possibility of appointing an Inde- 
pendent Counsel; isn’t that correct? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. Didn’t you find that remarkable and memorable? 
Whose decision was it to appoint 

Mr. Gearan. Mr. Chertoff, the best I can help you with, and the 
Members of this Committee, is my best honest recollection. And 
that’s what I am trying to do. 

Mr. Chertoff. Whose decision was it about whether to ask for 
an Independent Counsel? Who had the final say on it? 

Mr. Gearan. I do not know the answer to that. I know the Presi- 
dent called for it. I mean, I was not present in a conversation with 
the President and Mrs. Clinton. 

Mr. Chertoff. As you go to the bottom of the page, since we are 
on the 7th, there is a portion that’s redacted. And I just want to 
state for the record, we have agreed with the White House that the 
portions that are redacted relate either to discussions about the 
press or other things that are extraneous. But down here at this 
meeting, Mr. Nussbaum speaks up and says, “Indictments will be 
Betsey Wright.” Do you remember that? 

Mr. Gearan. Yes. 

Mr. Chertoff. Now this was Mr. Nussbaum discussing kind of 
the worst case scenario that might come out; right? Is that right, 
if there was an Independent Counsel? 

Mr. Gearan. No. Mr. Chertoff, I think I owe it to Betsey Wright 
and to the Members of this Committee to say that at no time was 
I present in any conversation where Mr. Nussbaum suggested that 
there is any basis for Ms. Wright to be charged with anything like 
this. He was using this as an extreme example of someone who 
would be shot by the unguided missile, if you will. That this would 
be an extreme example of an unwarranted prosecution. 

Mr. Chertoff. Where does it say that in the notes? 

Mr. Gearan. It does not but that is the flavor of that remark as 
I recall it. 

Mr. Chertoff. Out of all the people in the world he picked to 
show an extreme example, he didn’t pick you, he didn’t say well, 
an unguided missile could indict Mark Gearan, did he? He did not 
say that; right? 

Mr. Gearan. He did not say that, no. 

Mr. Chertoff. He didn’t talk about indicting Donald Duck? 

Mr. Gearan. I don’t recall that. 

Mr. Chertoff. Or a ham sandwich? 

Mr. Gearan. No, sir. 

Mr. Chertoff. But he did mention Betsey Wright; is that right? 

Mr. Gearan. Yes, that’s right. 

Mr. Chertoff. And your testimony is that you took that as just 
an extreme example, pulled out of thin air; is that it? 
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Mr. Gearan. What I am suggesting is, he gave no basis to say 
that there was any factual basis that she would be charged with 
anything. Mr. Nussbaum’s entire argument, as we reviewed in the 
earlier notes, is that the kind of range and duration and digression 
of an Independent Counsel, and the unguided missile- 


Mr. Chertoff. That it couldn’t be controlled. “Unguided” mean- 
ing uncontrolled; right? 

Mr. Gearan. I do not recall that way in the control sense you 
suggest. 

Mr. Chertoff. From the conversation, Mr. Gearan, you have 
talked about an Independent Counsel as an unguided missile. 
What would be an example of a guided missile, and who would be 
guiding? Did that come up in the conversation? 

Mr. Gearan. No, it did not. I don’t recall that. 

Mr. Chertoff. Let’s go back to the notes. We were on January 
5th; page 20569. It’s the third page of this meeting on the 5th. 

Mr. Gearan. Yes. 

Mr. Chertoff. This is after Mr. McLarty indicates that the First 
Lady and the President don’t want an Independent Counsel. Then 
there is some further discussion about the possibility of preparing 
some kind of a white paper or some kind of a report; right? 

Mr. Gearan. That’s right. 

Mr. CHERTOFF. And Mr. McLarty suggested like the Travel Office 
Report? 

Mr. Gearan. That’s right. 

Mr. Chertoff. The Travel Office Report was an internal review 
that had been done of the Travel Office, or Travelgate matter, the 
previous year; right? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. Now that was something that was done in-house; 
is that right? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. That was Mr. McLarty’s suggestion; right? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. Then Mr. Ickes goes on to say- 


Mr. Gearan. If I might, sir, I do not know that it was his sugges- 
tion, but that’s his observation, that it would be similar to it. I 
don’t know that he 


Mr. Chertoff. Then Mr. Ickes goes on to say, “Discussion of 
counsel is the biggest [expletive deleted] waste of time.” Right? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. That’s because at this point in time he under- 
stood or you understood the First Lady and the President had said 
no to it; right? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. On the next page, page 4, Mr. Kendall says, “In 
a couple of hours — drafts of Q&A’s they need to be approved by 
Kendall and HRC.” These would be Q&A’s for public consumption 
on the issue of Whitewater? 

Mr. Gearan. Mr. Chertoff, that’s Mr. Klein, not Mr. 

Mr. Chertoff. I’m sorry, Mr. Klein. 


Mr. Gearan. They are Q&A’s, yes, that would be drafted on the 
subject matter; correct. 
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Mr. Chertoff. The idea was to have them personally approved 
not only by Mr. Kendall but by Mrs. Clinton herself; right? 

Mr. Gearan. That’s what my notes reflect, yes. 

Mr. Chertoff. What was the reason for that, for Mrs. Clinton 
to be involved in reviewing these Q&A’s? 

Mr. Gearan. I assume because it involved matters associated 
with her law practice. 

Mr. CHERTOFF. Because it involved matters associated with her 
law practice? 

Mr. Gearan. The issue was the — I believe at the time the center- 
piece of the issue in the press at the time was the preferred treat- 
ment for Madison Guaranty. 

Mr. CHERTOFF. You mean her possible discussions with Beverly 
Bassett Schaffer? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. And you understood at this point in time that in- 
volved the question of what she did in her law practice; right? 

Mr. Gearan. Correct. 

Mr. Chertoff. So that the decision was she would take a per- 
sonal role in reviewing the Q&A’s on this particular matter; right? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. So it is fair to say with respect to this set of 
meetings, one of the focuses of the meetings was this particular 
issue of Mrs. Clinton’s law practice and how it related to Beverly 
Bassett Schaffer and Madison Guaranty Savings & Loan; correct? 

Mr. Gearan. Mr. Chertoff, the focus of the meeting is — it was a 
procedural meeting of what we do from here. There was not, as I 
recall, any discussion of the substance of her representation or 
Madison Guaranty. It was where do we go from here in terms of 
providing these Q&A’s. 

Mr. Chertoff. But the reason she had to be involved was be- 
cause you understood that a particular area of concern for her was 
her law practice and this issue involving Beverly Bassett Schaffer, 
and any contacts between Mrs. Clinton and Ms. Schaffer? 

Mr. Gearan. Mr. Chertoff, I don’t know that that was a concern 
to her. I do know that we were trying to work very hard in this 
period to make sure that we were presenting accurate materials 
out of the White House, and if we were preparing Q&A’s or chro- 
nologies or any of the other materials, that it be accurate so the 
White House would not misstate any facts in any statements we 
would release. 

I Mr. Chertoff. We are going to get to Beverly Bassett Schaffer 
when we come back to this, but let me leave you with this question, 
because I am sure we are going to hear from you that one of the 
important things here was to get all the facts out into the public. 
Isn’t it a fact though that you understood, and there was discussion 
iu at these meetings, that Mr. Kendall had negotiated a subpoena 
by with the Department of Justice in December to turn the documents 
on ; over, precisely in order to keep those documents out of public scru- 
tiny, so they couldn’t be put out to the public? 

Mr. Gearan. I understood it at the time that it was a question 
of confidentiality. 

the Mr. Chertoff. Meaning confidentiality from the public? 
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Mr. Gearan. Correct, that the materials would be preserved and 
given to the investigators directly. 

Mr. Chertoff. So there was no notion with respect to those doc- 
uments of making them public at that time? 

Mr. Gearan. Correct. 

Mr. Chertoff. I see my time is up. 

The Chairman. Senator Sarbanes. 


OPENING COMMENT OF SENATOR PAUL S. SARBANES 


Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Good morning, Mr. Gearan. 

Mr. Gearan. Good morning. 

Mr. Ben-Veniste. Let me start with the issue of the production 
of the documents here today. And if you have something to add to 
a question I might ask, I invite you to finish your answer and to 
add what information you feel is pertinent to the question. 

If I understand you correctly, the materials were indeed reviewed 
at some point with respect to the then-existing requests by this 
Committee for material relevant to the hearings we were undertak- 
ing last summer. Those hearings were the Foster papers matter 
and contacts with the Treasury Department; is that correct? 

Mr. Gearan. That’s correct. 

Mr. Ben-Veniste. When those documents were reviewed, they 
were reviewed by you and your counsel? 

Mr. Gearan. That’s correct. 

Mr. Ben-Veniste. And as the result of that review, it was deter- 
mined, if I understand you correctly, that nothing in the notes was 
relevant to the requests associated with those areas of inquiry? 

Mr. Gearan. That’s correct. 

Mr. Ben-Veniste. Then those documents were put aside some- 
where, segregated? 

Mr. Gearan. Correct. 

Mr. Ben-Veniste. Now tell us what happened after that. 

Mr. Gearan. In late August, when I left the White House to take 
a bit of a vacation, my office was packed up by staff at the White 
House. I then returned from my vacation and went directly to my 
job as the Director of the Peace Corps. During the course of this 
period of time, it was my intention, certainly, to leave the docu- 
ments, because I understood them to be White House communica- 
tions files, at the White House. That was certainly my intent to 
leave them there. 

I have worked hard to try to maintain their integrity and my 
staff was instructed that they would not leave the White House. I 
understood them to be Communications Office files. They were seg- 
regated, but as I said, I did not pack my office and they were inad- 
vertently moved to the Peace Corps where I started after Labor 
Day. 

Mr. Ben-Veniste. So if I understand what you are saying, you 
assumed that the materials had been left; the White House, in 
going through its request, assumed they had everything that you 
had; in fact, someone had packed the files and inadvertently in- 
cluded the files in material that went to the Peace Corps with you? 

Mr. Gearan. That’s correct. 
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Mr. Ben-Veniste. Then there came a time when it was discov- 
ered that you might have additional files in your possession at the 
Peace Corps. How did that come about? 

Mr. Gearan. At the beginning of November, when there was a 
request for production of files, my counsel called me to see if there 
was anything that could be relevant to that. At that time, I real- 
ized that, in the storage area where the files were sent over from 
the White House, that in fact the separate, segregated Communica- 
tions Office files were still there. 

Mr. Ben-Veniste. How did you learn that? How did it happen 
that on that occasion you learned that you still had the file? 

Mr. Gearan. Well, my counsel called me because he was aware 
of the subpoena request, that was not issued to me personally but 
to the White House. When I left the White House, it was my under- 
standing that the White House would be in charge of the produc- 
tion of any of the Communications Office files. And in what I think 
was an abundance of caution at that point, we looked and discov- 
ered that they had been, as I said, inadvertently taken to the Peace 
Corps. 

Mr. Ben-Veniste. Were they promptly turned over as soon as 
you realized? 

Mr. Gearan. At that point, I notified my counsel and we notified 
the White House. I instructed my staff to send them over to the 
White House, but regrettably, they were not — that was not done. 

Mr. Ben-Veniste. So we received them last week, and indeed, I 
think on the day before White House Special Counsel, Ms. Sher- 
burne testified. And she testified to the fact that she and others in 
Counsel’s Office had redacted those files; that means they 
photocopied out portions which they deemed not relevant to the re- 
quest of this Committee. Are you aware of that fact? 

Mr. Gearan. Yes, I am. 

Mr. Ben-Veniste. Thereafter, in fact during the testimony of Ms. 
Sherburne, she invited Counsel from the Majority and Minority to 
review those redactions to determine whether there was any addi- 
tional material which we might wish to see. Are you aware of that? 

Mr. Gearan. Yes, I am, sir. 

Mr. Ben-Veniste. Then Mr. Chertoff and I did so, in the pres- 
ence of Ms. Sherburne and other staff. And it was determined that 
additional material would be requested, and it was provided, with- 
out opposition, by the White House Counsel’s Office. You are aware 
of that? 

Mr. Gearan. Yes, sir. 

Mr. Ben-Veniste. Much of the material about which you have 
testified already this morning was in that category, the political 
discussion about appointment of Special Counsel and the like. Mr. 
Chertoff and I concluded that Ms. Sherburne acted appropriately in 
terms of making the redactions, and that she acted appropriately 
in terms of our request that they expand the production, and that 
there was no attempt to hide or mislead this Committee. I think 
Mr. Chertoff will join me in that, if he is paying attention. 

The Chairman. We are not going to comment on the redaction. 
We resolved that and are satisfied. And we hope that the manner 
in which we settled this will allow us to continue to proceed or- 
derly. I don’t want to address possible disagreements concerning 
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things that have been produced. I want to move forward and con- 
tinue to receive cooperation so that relevant information is made 
available to the Committee in the future. I believe we are proceed- 
ing properly. 

Mr. BEN-VENISTE. Thank you, Mr. Chairman. 

Now with respect to the discussion about Mrs. Clinton's, and oth- 
ers in the White House, opposition to the appointment of a Special 
Counsel at that point, that has been very substantially discussed 
in the press, has it not? 

Mr. Gearan. Considerably, yes. 

Mr. Ben-Veniste. This is not some new revelation, that Mrs. 
Clinton was opposed to the appointment of a Special Counsel back 
in January 1994; is that right? 

Mr. Gearan. That's correct. 

Mr. Ben-Veniste. Indeed, there has been great discussion in the 
media. I would call the Committee's attention to a lengthy review 
by Walter Pincus in The Washington Post, January 9, 1994, where 
he reviews the history of Special Prosecutors looking back over the 
last 15 years. 

The points which were being discussed in the meeting that you 
have alluded to, back in January 1994, were general points regard- 
ing how an Independent Counsel or a Special Prosecutor has been 
triggered, the appointment of such has been triggered in the past, 
a historical review; and indeed some discussions about, some criti- 
cisms about how various Independent Counsels have operated. 

Clearly one that comes to mind, which is mentioned in the 
Pincus article, is Independent Counsel Walsh who went on for 7 
years and spent $35 million. So in terms of being unchecked in 
terms of limitation and scope, is that the subject of what was being 
discussed rather than any specifics? 

Mr. Gearan. Without question. The entire tone of the week, as 
I recall, was responding which had been a considerable drumbeat 
in the press, both editorially and in Congressional calls for an Inde- 
pendent Counsel or a Special Counsel. The discussions that week 
were twofold: One is to work on putting together an affirmative 
strategy to get the story and the truth out about this matter. That 
required an awful lot of information to be brought together. But 
second, as my notes reflect, there was, as you allude to having been 
reported, considerable internal discussion on whether or not the 
President should call for a Special Counsel. 

Those discussions were, as my notes reflect, ones that particu- 
larly Mr. Nussbaum and Mr. Klein wove in prior examples of past 
Independent Counsels or Special Counsels, and the experiences. 
And as has been reported in the press and as has been the subject 
of criticism for some time, that their duration is considerable, and 
their digression from their charges is considerable as well. 

Mr. Ben-Veniste. Here at page 568 of your notes — that’s the 
Bates stamp number, there weren't 568 pages of notes — there is 
the discussion of various other historical instances of the appoint- 
ment of a Special Counsel: The banking scandal in Iraqgate; Nick, 
I think you have Bowen, but it should be Bua, the judge who was 
appointed relating to INSLAW; Iraqgate; Walsh is mentioned in 
the Iran-Contra; the Donovan investigation, which resulted in a 
trial in which Mr. Donovan was acquitted; Cox and Jaworski, the 
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greatest of the Special Prosecutors; Bill Barr, using the Special 
Counsel quite cleverly; et cetera. 

So there was a large discussion of the mechanics and the history. 
And indeed let me call your attention to a transcript of which I 
have the text, of Mrs. Clinton’s — or a portion of her press con- 
ference of April 22, 1994, where she says in response to a question 
that asked in substance, you were reported to have opposed a Spe- 
cial Prosecutor. Well, by April 1994, there had been considerable 
discussion in the press about the fact that Mrs. Clinton had taken 
a position vis-a-vis the appointment after Special Prosecutor or an 
Independent Counsel or a Special Counsel; correct? 

Mr. Gearan. That’s correct, yes. 

Mr. Ben-Veniste. The question was put directly to Mrs. Clinton: 

Question: Back in 1994 in April, you were reported to have opposed a Special 
Prosecutor, at least in the beginning? 

Answer: Now to your other question about the Special Counsel, I was not the only 
one of my husband’s advisers who questioned the idea of a Special Counsel. I think 
those of us who were concerned about the precedent that would be set by having 
such an appointment made when none of the existing standards that had always 
been in place had been met, there was no credible allegation, you know, of all the 
things that are usually required. So I was questioning of that. But the President 
made the decision that we needed to get on with the business he came to 
Washington to do, and that was this, an important step to take, and I respected 
that decision. 

So, in fact, Mr. Ickes’ comment that Mrs. Clinton was unalter- 
ably opposed, et cetera, it turned out that that was an interim posi- 
tion. Indeed, it was a decision of the President to make, and the 
President made that decision, as we all know, and an Independent 
Counsel was appointed. 

Mr. Gearan. That’s correct. 

Mr. Ben-Veniste. So all of this discussion in January leads to 
later press stories thereafter about Mrs. Clinton’s personal opinion 
and that of Mr. Nussbaum and others. There is a press conference 
2 years ago in which Mrs. Clinton acknowledges that her position 
was as such, that a decision was made by the President, and let’s 
get on with it. 

Mr. Gearan. That’s correct, that’s how I recall it. There was this 
internal debate, and as I said, Mr. Nussbaum was particularly 
vocal in his comments about it as well. 

Mr. Ben-Veniste. Mr. Ickes, at page 569, remarked that this, 
“Discussion of counsel is the biggest [expletive deleted] waste of 
time.” He knew at that point that something would ultimately have 
to be done about it? 

Mr. Gearan. He did not allude to that, but I think he understood 
that the most productive use of a meeting was to see where we 
could proceed from there, rather than rehashing the discussion of 
an Independent Counsel or Special Counsel. 

Mr. Ben-Veniste. Perhaps out of curiosity, I would just like to 
know, Mr. Gearan, why you felt it necessary to write down all the 
‘"bleeps” in this discussion? 

Mr. Gearan. Mr. Ben-Veniste, I was a reporter for a bit, and I 
tend to take notes down exactly what people have said. I try hard 
to record the conversations. A lot of what my responsibilities were 
at the White House would be to write down reporters’ questions, 
as my documents show, and then to get the answers to those ques- 
tions. It is a note-making style that I have, to try to do my best 
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to write down what was said. In this instance, it reflects the con- 
text of the meeting, perhaps, but that is the way I take notes. 

Mr. Ben-Veniste. In connection with the discussion of Beverly 
Bassett Schaffer, you were aware, or you were made aware, were 
you not, that Ms. Schaffer had — now turn your attention to 5773. 

Mr. Gearan. I’m sorry. The number again? 

Mr. Ben-Veniste. Page 5773, Fm sorry. 

Mr. Gearan. I don’t think I have a 5773, sir. 

Mr. Ben-Veniste. Do you recall that there was a discussion of 
Ms. Schaffer at that meeting? I think it was January 6th. 

Mr. Gearan. I have 20574. Is that the Bates number you are re- 
ferring to? 

Mr. Ben-Veniste. 20574, OK. I have a transliteration into type 
of yours and somebody has misnumbered it. Go back to 73. 

Mr. Gearan. OK. 

Mr. Ben-Veniste. There is a discussion there of Whitewater, and 
then on to 74, there is a discussion of Whitewater and Beverly Bas- 
sett. You were aware, were you not, that Ms. Bassett had been the 
Securities Commissioner in Arkansas during the time that Mrs. 
Clinton was at the Rose Law Firm and had represented the Madi- 
son Bank in connection with some matters of a regulatory nature; 
is that correct? 

Mr. Gearan. Yes. 

Mr. Ben-Veniste. The allegation that was being made during 
the campaign, and which again resurfaced in 1994, or was expected 
to resurface, was that Ms. Bassett had somehow done something 
improper, by reason of the fact that she had been appointed by 
Governor Clinton, in connection with the Rose Firm representation 
of Madison Bank; is that correct? 

Mr. Gearan. I am aware those were the stories, yes. 

Mr. Ben-Veniste. Those were the stories and you were tuned 
into that because that was your business, to be tuned into what the 
stories were? 

Mr. Gearan. Right. 

Mr. Ben-Veniste. So the discussion which occurs, could you tell 
us in your own words about what was being requested of Ms. Bas- 
sett Schaffer? 

Mr. Gearan. Well, I recall broadly this week and this meeting 
as well, as a period of time where the White House was going to 
begin an effort to have a more affirmative strategy on this matter 
so that we could have the particular information, the truth on this 
matter, put out. In order to do that, we wanted to make quite cer- 
tain that the information we had was correct. 

So, on one level we would not misstate what Ms. Bassett Schaffer 
had said previously, as well as the fact that we would have the in- 
formation to make sure that whatever she had done was, in fact, 
the correct thing to do. 

This was in a period of time where the White House credibility 
on an issue was paramount. The last thing we needed was to have 
a question of the White House misstating or misrepresenting any 
facts on this matter. 

In the documents shown before me here presently, it says, “Get j 
a lawyer to check law on issuance of preferred stock. Independent | 
panel of regulators.” This was consonant with that approach, to try 
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to get the truth out on this matter, to try to get the information 
out the best we could. And to do that, it would be helpful to make 
sure that we checked the law on the issuance of stock; getting to 
my second point, that the importance of assuring ourselves that if 
we said anything that in fact what Ms. Schaffer had done as a reg- 
ulator was correct, and an independent panel of regulators to make 
sure our information was correct. That was the approach of that 
period of time. 

Mr. Ben-Veniste. All right. So on the one hand, you wanted to 
get a factual and legal analysis of what occurred back in Arkansas, 
in 1985 and 1986 in connection with this matter, and then there 
was the issue of Ms. Bassett herself. 

Now were you aware, as Ms. Bassett has testified before this 
Committee, that during the campaign of 1992, she had, in fact, spo- 
ken out about the facts as they occurred relating to her consider- 
ation of Madison Savings & Loan’s application for preferred stock. 
And after that, she was besieged by reporters, and felt that she had 
been harassed by them. That’s what she testified to here. And that 
she was reluctant to get involved again and subject herself to the 
attention of the national media. Do you recall that? 

Mr. Gearan. I recall that this was an issue during the campaign. 
And that my understanding is, that she had said that there was 
no issue of preferred treatment for Madison Guaranty. 

Mr. Ben-Veniste. So is it correct to say that there was discus- 
sion about whether Ms. Bassett would be willing to come forward 
again and tell the truth as she knew it with respect to what had 
occurred back in Arkansas in 1985 and 1986? 

Mr. Gearan. There was certainly discussion that we needed to 
make quite certain that, if we represented her position, it would 
not be inaccurate. 

Mr. Ben-Veniste. Now was there any discussion in any way, 
shape or form, to try to send some emissary to mold Ms. Bassett’s 
story, to change her story from the true recitation of the facts in 
any way? 

Mr. Gearan. No, sir. 

Mr. CHERTOFF. This is very important, because this is now the 
speculation resulting from your notes, as you know, in the news- 
! papers and so forth, that because there was this discussion at the 
5 time, that there was going to be some effort to try to influence Ms. 
T Bassett’s statement in some substantive way, as opposed to simply 
lS getting the story from her. You do understand the distinction? 
r Mr. Gearan. I do. 

Mr. Ben-Veniste. Was there any effort that you heard of, either 
at these meetings or anywhere else, Mr. Gearan, that suggested 
1 that the White House was going to send someone to try to influence 
the substance of what Ms. Bassett was to say? 

Mr. Gearan. No. 

Mr. Ben-Veniste. Are you clear on that? 

Mr. Gearan. Yes, sir. 

Mr. Ben-Veniste. We have received a document marked S 20589, 
which is a memorandum from a Jake Siewert, regarding preferred 
stock. It is dated January 11, 1994. Do we have a copy to provide 
ie j >o Mr. Gearan? Do you have a copy of it? 
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Senator Dodd. While you are doing that, let me ask, Mr. Gearan, 
were you aware of the fact that Ms. Schaffer had been quoted in 
numerous news articles about her involvement regarding Madison? 
There have been a number of stories. I am not sure whether the 
Administration was aware of this, a series of some 18 pages of 3 
memos that Ms. Beverly Bassett Schaffer had given to The New 
York Times in February 1992; I don’t know whether you were 
aware of those in 1994 or not? 

Mr. Gearan. I don’t recall that, sir. 

Senator Dodd. Were you aware of the news stories and her pub- 
lic statements? 

Mr. Gearan. My understanding certainly was that she had said 
there was no issue of preferred treatment for Madison Guaranty. 

Senator Dodd. She had publicly said that? 

Mr. Gearan. She had said that previously, correct. 

Senator Dodd. Mr. Chairman, the reason I raise that is because, 
I think, in terms of the issue of sort of a common sense approach, 
and I will listen very careful to your answers to Mr. Ben-Veniste 
as well, but the idea that someone who has already publicly gone 
on the record and made it quite clear in a public domain what their 
views were, the idea that you then get someone to reverse them- 
selves, common sense would indicate that would be pretty unwise. 
Even if there were those who wanted to try and do it, it is a pretty 
dangerous tactic to take. 

I think it may be worthwhile to point that out, that she was on 
a public record of having stated what her views were regarding 
that. So the idea you are going to then get her to reverse herself 
somehow publicly would be terribly short-sighted? 

Mr. Gearan. Right. 

Mr. Ben-Veniste. And indeed, you have acknowledged that you 
may not recall now that the matter was gone into in such sub- 
stance by Ms. Bassett. One of the things she testified about was 
that she felt she had been misquoted by the Times in her recitation 
of these events, and she wrote lengthy letters to Mr. Gerth at the 
Times, bringing to his attention the facts as she recollected them. 
And those letters have been made a part of this record. 

So there was, back in 1992, 2 years before this conversation had 
occurred, considerable discussion about Ms. Bassett’s recollection in 
the public domain, that she had stated her recollection and in some 
detail, and that the conclusion was that no preferential treatment 
had been accorded. 

Now as this matter resurfaces, 2 years later in 1994, we see that 
the White House is discussing how to get Ms. Bassett’s story 
brought forward again, and to do the additional work of research 
regarding the issue. So if you look at the Siewert memo, you will 
see that there— did you see that at the time, was that circulated 
by Mr. Waldman? 

Mr. Gearan. I don’t recall this, but 

Mr. Ben-Veniste. It discussions the: 

Authority to issue preferred stock, granted in 1979; Florida savings and loan. Fed- 
eral Home Loan Bank Board approval for preferred stock, Mississippi experience, 
California experience; large banks began issuing preferred stock in 1982; use of pre- 
ferred stock not confined to the business papers. Federal regulators acknowledged 
that the issuance of preferred stock was common in 1984. By 1984 the use of pre- 
ferred stock by thrifts was widely discussed in the banking and legal press. Federal 
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regulators expressly authorized the issuance of preferred stock by finance subsidi- 
aries in 1984. 

So, all of this was resultant from the discussion on January 4th; 
is that correct? 

Mr. Gearan. It was certainly — I don’t know that it was specifi- 
cally the 4th, Mr. Ben-Veniste, but it was certainly that period of 
time, the effort within the WTiite House was to make sure we 
would have the accurate information, that if we were going to un- 
dertake this effort, that we should not misstate any part of the in- 
formation. 

Mr. Ben-Veniste. My last question is that — the heading descrip- 
tion of this memorandum was that several media accounts have 
portrayed the 1985 plan to have Madison Guaranty issue preferred 
stock as somehow novel or unique. And this was a description of — 
and I have only read the topic headings — of all the literature to 
show that it was extremely common at the time that Madison 
Guaranty considered it; is that correct? 

Mr. Gearan. That’s my reading of this, yes. 

Mr. Ben-Veniste. Mr. Chairman. 

The Chairman. Senator Hatch. 


OPENING COMMENTS OF SENATOR ORRIN G. HATCH 
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Senator Hatch. Thank you, Mr. Chairman. 

Mr. Gearan, thank you for coming before the Committee. I cer- 
tainly appreciate the important work you are doing at the Peace 
Corps. 

Mr. Gearan. Thank you, Senator. 

Senator Hatch. I want to compliment you for it. 

I would like to ask you some questions about the notes you took 
in your previous job as Deputy, or as Director of Communications 
at the White House. And I want to personally commend you for 
promptly turning these notes over to the Committee. 

Mr. Gearan. Thank you. 

Senator Hatch. We appreciated that, because a number of people 
on the Committee really have become increasingly frustrated with 
what they consider to be obfuscation, delays, and other approaches 
that really have slowed down the investigation. 

I would like you to explain some of the notes that you took from 
January 4th through the 9th, 1994. During last week’s hearings, I 
touched upon whether your notes indicated that efforts were made 
to influence Beverly Bassett Schaffers’ story. I now want to ask you 
about your discussions concerning the appointment of an Independ- 
ent Counsel. This is an area that, naturally, I have some interest 
in as Chairman of the Judiciary Committee. 

In your notes from January 5th, and that would be found on 
page 20569, you record that the President and First Lady were 
adamantly opposed to an Independent Counsel — I’m sorry, I will 
wait until you finish — did you find it? 

Mr. Gearan. 569? 

Senator Hatch. That’s what I have, 20569. 

Mr. Gearan. Yes, OK. 

Senator Hatch. You record that the President and First Lady 
were very much opposed 

Mr. Gearan. That’s right. 
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Senator Hatch. — to an Independent Counsel being appointed to 
investigate Whitewater. Mack McLarty, the President’s Chief of 
Staff, says in those notes that “HRC” — that’s Hillary Rodham Clin- 
ton — “and BC” — I guess that’s Bill Clinton — “don’t want it.” That’s 
correct? 

Mr. Gearan. That’s correct, sir. 

Senator Hatch. And Harold Ickes chimed in that, “Discussion of 
counsel is the biggest,” I guess, “F— ing waste of time,” since they 
don’t want it. That’s correct? 

Mr. Gearan. That’s correct. 

Senator Hatch. During the January 7th meeting again, at page 
20576, He says that a major problem with the Independent Coun- 
sel is that — do you have it — “HRC,” Hillary Rodham Clinton, “ada- 
mantly opposed.” That’s correct as well? 

Mr. Gearan. Uh-huh. 

Senator Hatch. The Independent Counsel has not been, to me, 
“the biggest F — ing waste of time.” As you’re no doubt aware, the 
Independent Counsel’s investigation has lead to Grand Jury indict- 
ments on at least 21 counts against Jim McDougal and even the 
Sitting Governor of Arkansas, Jim Guy Tucker, and has led to the 
conviction of the number three official at the Justice Department, 
Webb Hubbell. 

Indeed, for the first time in history, the First Lady has been 
called to testify before a Federal Grand Jury. And the investigation 
could lead, and may very well lead, to even more charges against 
others, and of course, there are others against whom indictments 
have been raised. 

Now the participants in these meetings — that you have in your 
notes, and the President and Mrs. Clinton were opposed to the 
Independent Counsel because they felt that they had done nothing 
wrong and that the Counsel was unnecessary; is that right? 

Mr. Gearan. Yes, sir. If I might, I don’t believe Mr. Ickes’ com- 
ments was that it is a waste of time. I believe I would read my 
notes that it’s a waste of time at this meeting to prolong a discus- 
sion about it. 

Senator Hatch. You thought that’s what he meant by that? 

Mr. Gearan. That’s how I would read it, sir, yeah. 

Senator Hatch. That’s the way you would read it, but what is 
your recollection? 

Mr. Gearan. I don’t recall him 


Senator Hatch. Could it have been the other meaning, though? 

Mr. Gearan. I’m sorry? 

Senator Hatch. Do you recall exactly what he meant in your 
opinion, or could it have been the way it appears to me? 

Mr. Gearan. Senator, I guess from the rest of the notes, where 
he outlined what we should be concentrating on, it was typical cer- 
tainly for Mr. Ickes to move a meeting along. 

Senator Hatch. But in essence you don’t know if that’s what he 
meant by it or not, you just presume that it was? 

Mr. Gearan. That’s how I would read my notes. 

Senator Hatch. You read it that way but you don’t recall? 

Mr. Gearan. That’s correct. 

Senator Hatch. I think it could be read the other way too. And 
you agree with that? 
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Mr. Gearan. I agree that’s how I would read my notes. 

Senator Hatch. But it could be read the other way? 

Senator Dodd. If you look at — what page are we on here, on 69? 

Senator Hatch. No, this is 

Senator Dodd. At the bottom, what you have underlined, “Dis- 
cussion of counsel.” 

Senator Hatch. Let me withdraw that question. Let’s move on. 
That’s fine with me. I will take your feelings about it. But I also 
see, in your notes, that several White House officials argued that 
an Independent Counsel should not be sought; is that correct? 

Mr. Gearan. That’s correct. 

Senator Hatch. I presume after the Independent Counsel bill 
would be reauthorized, because the Independent Counsel could not 
be, as the notes say “controlled”; is that right? 

Mr. Gearan. I’m sorry, Senator. Could you repeat the question? 

Senator Hatch. I presume that when they said that an Inde- 
pendent Counsel should not be sought, that the bill had expired so 
if an Independent Counsel would be reauthorized, one of the things 
they were concerned about is that the Independent Counsel could 
not be “controlled”? 

Mr. Gearan. No, I think my notes use Independent Counsel and 
Special Counsel interchangeably. 

Senator Hatch. I am referring to 20567. For example, in the 
January 5th meeting at page 20567, Bernie Nussbaum says that 
an Independent Counsel is “subject to no control” 

Mr. Gearan. Yes. 

Senator Hatch. — right? 

Mr. Gearan. That’s what my notes says. 

Senator Hatch. During the January 7th meeting, 20575, your 
notes say, “We cannot affect the scope of the prosecutor.” Right? 

Mr. Gearan. Correct. 

Senator Hatch. Now to me, a fair reading of these statements 
is that people in these meetings wanted to prevent the appoint- 
ment of an Independent Counsel because they wanted to exercise 
control over his or her investigation. Wouldn’t you say that’s a rea- 
sonable conclusion? 

Mr. Gearan. No, Senator. 

Senator Hatch. You don’t? 

Mr. Gearan. I don’t. 

Senator Hatch. What do you think they meant by those things? 
Mr. Gearan. I think, as I’ve tried to testify, this was an issue 
of — a question of, and Mr. Nussbaum particularly outlines a history 
of other Special Counsels or Independent Counsels that could stray 
beyond in length in time from their original scope and charge, 
that’s, I think, the tenor of my notes and certainly my best recollec- 
tion for you. 

Senator Hatch. I will accept that. During your January 4th 
meeting when you discussed the appointment of the Independent 
Counsel, your notes at page 20566 indicate that the First Lady en- 
ters and says, “Looks like a meeting I might be interested in.” Is 
that right? 

Mr. Gearan. That’s correct. 

Senator Hatch. Did the First Lady, at that time or at any other 
time, express concerns during the meeting that an Independent 
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Counsel should not be appointed because of her concerns that a 
Counsel might not be controlled or might not 

Mr. Gearan. No. 

Senator Hatch. — be somebody acceptable? 

Mr. Gearan. No, sir. 

Senator Hatch. Did anyone in any of these meetings discuss an 
attempt to control Justice Department investigations? 

Mr. Gearan. No. No, Senator. In fact, I think some of my notes 
reflect the independence of the Attorney General. I think people at 
the meeting understood that our Attorney General is fiercely inde- 
pendent. 

Senator Hatch. If they didn’t what do your January 8th notes 
mean at page 20579, where Mr. Ickes says, “Kendall attempted to 
talk to Alan Carver who was supervising Donald Mackay’s inves- 
tigation into Whitewater at the time.” Mr. Ickes calls Mr. Carver 
a “bad guy,” who wouldn’t talk to Mr. Kendall without some FBI 
agents present; is that correct? 

Mr. Gearan. My notes reflect that, yes. 

Senator Hatch. They reflect that, OK. Then Mr. Ickes says, 
“Those guys are,” I take it, “F — ing us blue.” Is that correct? 

Mr. Gearan. That’s what my notes indicate. 

Senator Hatch. And what do you understand Mr. Ickes to have 
meant by that? 

Mr. Gearan. I would read this, Senator, as a follow-up to the ini- 
tial entry from that meeting, where Mr. Nussbaum argues against 
a Special Prosecutor. And I think Harold’s observation here is that 
Alan Carver, who apparently is at the Department of Justice, is a 
tough guy and that they were not particularly treating the matter 
with kid gloves. 

Senator Hatch. And you think that’s all he meant by that? 

Mr. Gearan. I think, read in the context of another discussion 
of a Special Prosecutor, Bernie’s argument against it, that that’s 
how I can read my notes. 

Senator Hatch. Mr. Ickes was very concerned, he didn’t want a 
Special Counsel? 

Mr. Gearan. I don’t recall Mr. Ickes’ view more than just moving 
the process along to make sure that we had the material, and the 
information and the Q&A’s and the chronology together. 

Senator Hatch. I guess what I am asldng is how could Mr. 
Carver and Mr. Mackay be problems if Mr. Carver was only doing 
his job to carefully investigate Whitewater. Wouldn’t a fair reading 
of your notes seem to suggest that there was an attempt to influ- 
ence his investigation, that he spurned, that Carver spurned? 

Mr. Gearan. I am not sure what — I am not sure of your point, 
Senator. 

Senator Hatch. Well, as I read the notes, they were concerned 
about Carver, who was “a bad guy,” who wouldn’t talk to Mr. Ken- 
dall without some FBI agents present. Mr. Ickes says, “That guy 
is F — ing us blue.” It seems to me a fair reading would suggest that 
there might have been an attempt to influence the investigation 
and Carver spurned it? 

Mr. Gearan. I am not aware of anything to that effect, Senator. 
I think it makes sense when read in context with the previous ar- 
gument that Mr. Nussbaum was making all of that week and that 
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Harold’s response was somewhat similar to, it is not as if the Jus- 
tice Department investigation that was ongoing was treating us 
easy by it. 

Senator Hatch. Is it your testimony, for the record, that there 
was no attempt to influence Alan Carver or Donald Mackay in this 
matter? 

Mr. Gearan. Yes, sir. 

Senator Hatch. What would anyone hope to gain by controlling 
the investigation into Whitewater? The President and First Lady 
had promised to be fully open with the Committee, with the Special 
Prosecutor, with the American people on Whitewater. If that’s the 
case, then it seems to me the only interest should be in getting out 
all the facts and not controlling the investigation. But you are say- 
ing that that wasn’t what went on? 

Mr. Gearan. No, no, Senator. I am not aware of any effort to 
control the investigation. I think what I am trying to testify to this 
Committee is during this period the Clintons had submitted their 
files to the Department of Justice at the end of December, and that 
they felt that was complying as best they could with the investiga- 
tion. There was no effort, and I don’t believe my notes reflect an 
effort, to try to control anyone at the Department, and recognizing 
that we had a very fiercely independent Attorney General. 

Senator Hatch. Some think a fair reading of your notes on Janu- 
ary 7th, at page 20376, where David Gergen says, “Once a Special 
Prosecutor is appointed, Reno is boxed in” could mean that it would 
be hard for Attorney General Reno to interfere; is that a fair read- 
ing, or again 

Mr. Gearan. Senator, I think this was all in the context of the 
fact, as I’ve tried to testify, that frequent Independent Counsels’ 
histories replete with the Counsel’s own criticism, that it goes be- 
yond its anticipated duration, and it takes on a life of its own. I 
think that’s the point of Mr. Gergen’s comments here, I think, that 
the Attorney General would be boxed, is that the matter is out of 
her hands at that point. 

Senator Hatch. I have just a few more but I am afraid that I 
have gone over 

The Chairman. Well, in the interest of continuity, Senator, Sen- 
ator Sarbanes has agreed to let you continue and I thank him. We 
will save time. 

Senator Hatch. Let me see if I can move it along. At another 
point in your notes, on January 5th, this is 20567, there is a dis- 
cussion of Independent Counsels and the people were complaining 
in these notes, as I view them, that some Independent Counsels 
can be good, and some in their words can be bad. Is that a fair 
statement? 

Mr. Gearan. Well, I think it is sort of a cliche or slang approach 
to the two kinds of — the two generic 

Senator Hatch. Yes, it goes without saying really. Bernie Nuss- 
baum says that a “bad” Independent Counsel, one appointed from 
the “outside,” in these notes, and “decides a smell of corruption and 
can show some things of those people close around the principal,” 
but then he goes on to say that there can be “good” Independent 
Counsels who undertake a 3- to 4-year investigation, and then “will 
have written 400-page report.” That’s what your notes say; right? 
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Mr. Gearan. Yes, sir. 

Senator Hatch. Did anyone discuss influencing Attorney General 
Reno concerning who she should choose as an Independent Counsel 
in this matter? 

Mr. Gearan. No. 

Senator Hatch. Nobody, to your knowledge? 

Mr. Gearan. No, sir. 

Senator Hatch. To your knowledge, did anyone attempt to influ- 
ence Attorney General Reno to choose, in Bernie Nussbaum’s 
words, a “good” Independent Counsel, not a bad one? 

Mr. Gearan. No, sir. 

Senator Hatch. On the day before January 7th at page 20576 
now, you will recall that Mr. Ickes says that there are major prob- 
lems with the Special Counsel. The first was that “HRC,” Hillary 
Rodham Clinton, “adamantly opposed.” That’s correct? 

Mr. Gearan. That’s correct. 

Senator Hatch. The second was that “Reno has shut the door.” 
What does that mean? 

Mr. Gearan. I would read that to mean that the Attorney Gen- 
eral would make up her own mind about the Independent Counsel. 

Senator Hatch. Well, the way I would read it, and I think a fair 
reading, is the phrase suggests that someone went to Attorney 
General Reno and that she rejected any attempt to influence her. 
That’s the way I would read it and I think most others would read 
it as well. 

Mr. Gearan. I am not aware of that, Senator. 

Senator Hatch. I would expect nothing less from her because she 
is a very fine person, but that’s the way I would read that. 

Mr. Gearan. I am not aware of that, Senator. 

Senator Hatch. You are not aware of anybody going to her and 
asking for special treatment, or for a good counsel versus a bad 
counsel? 

Mr. Gearan. That’s right. 

Senator Hatch. I think the reason that we get a little upset 
about it here is because if you go back to Roger Altman’s diary, it 
reads, “Maggie’s strong inference” — I can’t get those next two 
words but it’s “that the White House was trying to negotiate the 
scope” — what are these two words — “inference was that the White 
House was trying to negotiate the scope of an Independent Counsel 
with Reno and having enormous difficulty.” 

See, that’s what causes us a great deal of angst here, and when 
we see this kind of language in your notes, it is consistent with 
that. You can see why I have taken the interpretation I have. 

Mr. Gearan. Senator, this is the first time I have seen this. I am 
not aware of that, as I’ve testified. 

Senator Hatch. Is it just a coincidence then, less than 2 weeks 
after you had this discussion where you took these notes, Attorney 
General Reno went ahead and chose what some think was a “good” 
Independent Counsel, Robert Fiske, who many have criticized as 
failing to investigate fully the events surrounding Whitewater? 

This is what’s bothering a lot of people and these notes lend a 
lot of credibility that there was an attempt to manipulate this proc- 
ess, and to get somebody who was easier rather than somebody 
who would do the job. 
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Now during the time that your meetings took place, Attorney 
General Reno was considering whether to appoint a Special Pros- 
ecutor to investigate Whitewater. At this time the Independent 
Counsel statute had lapsed, as I recall, and the Attorney General 
chose Robert Fiske on January 20th, to be her Special Prosecutor. 
Unlike the Independent Counsel, the Special Prosecutor was under 
the control of the Justice Department and therefore ultimately the 
President 

The Chairman. Senator, I am going to ask you, because- 


Senator Hatch. I have two paragraphs to go. Let me make these 
points and I will quit. 

As Chairman of the Judiciary Committee, I am gravely con- 
cerned at any discussion by White House officials to influence the 
workings of the Justice Department, particularly when it conducts 
ongoing criminal investigations into the White House itself. And I 
don’t need to remind anyone of what happened with Watergate 
when President Nixon attempted to interfere with the investigation 
of the Special Prosecutor there. 

Last time when I questioned Ms. Sherburne and Mr. Kendall 
about these notes, I was very concerned that the White House offi- 
cials appeared to be attempting to influence the story of an impor- 
tant witness, Beverly Bassett Schaffer, in this investigation. And 
Ms. Sherburne agreed that the notes could be read that way. 

The possibility that the White House officials might attempt to 
influence or tamper with an ongoing investigation into their ac- 
tions, or into the actions of the President and his aides, does raise 
questions about the integrity and fairness of the Administration of 
justice in our Nation. And so I intend to pursue these questions 
until we get good answers to them. 

Now, I understand you have been very forthright here today, and 
I appreciate it, and I appreciate the work you are doing at the 
Peace Corps, but I think these questions have to be asked and I 
think there have to be answers to them. 

Mr. Gearan. If I might, Senator, the only text I can provide to 
you for that period of time in terms of your last point about Ms. 
Schaffer is our effort at that period of time was to have a new af- 
firmative effort within the White House to try to get the truth and 
the facts out in this way. That’s what these meetings evidence, put- 
ting together the Q&A’s, putting together chronology to try to state 
the facts, and the background, and the history of this Whitewater 
matter. 

In order to do that, there needed to be information brought to- 
gether and that accounts for my notes which talk about attorneys 
looking at it or an independent panel of regulators to try to get 
those facts amassed. Those are the meetings that I participated in, 
Senator. It was an effort as Communications Director to make 
sure, when we were representing any fact on behalf of the White 
House, that it not be an error. And this was the week immediately 


after a period of time when we had to clarify when the documents 
went over to the Department of Justice, so we — there were press 
J stories at the time about White House credibility and White House 
jv dandling of this matter. That’s the context of the meeting. That’s 
certainly my recollection of the meetings that Mr. Ickes held. 
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The Chairman. I want to thank my colleagues, and because the 
Senator did want to complete his thought we have gone over 10 
minutes, we will add that to your time in fairness. 

I want to make an observation, and if you would put up the last 
set of notes concerning Maggie Williams’ comment. Let’s see the 
date. It is January 6, exactly while this is going on — and we will 
come back to this note — but this is what I believe the Senator was 
driving at and I wasn’t aware of this. I have seen this note before, 
but it becomes quite apparent that when they say that Janet Reno 
has shut the door, when you look at this in connection with other 
events, your notes reveal that the White House was attempting to 
negotiate the scope with the Attorney General. 

Your notes of the same day, or day after, say she shut the door. 
I mean, let’s not fool ourselves. This wasn’t press — people were at- 
tempting to negotiate the scope with the Attorney General. Now, 
you may or may not be aware of who those people were, but it is 
pretty obvious that was the context. Any other interpretation, I be- 
lieve is strained. So I share that with you. 

Senator Sarbanes. 

Senator Sarbanes. Senator Dodd. 

OPENING COMMENTS OF SENATOR CHRISTOPHER J. DODD 

Senator Dodd. Thank you, Mr. Chairman. Thank you, Mark. 

Let me also join with Senator Hatch in commending you for the 
work you are doing at the Peace Corps, but also joining Senator 
Hatch in commending you for the promptness in which these docu- 
ments were turned over when discovered. Others have made other 
suggestions, and I think it is to Senator Hatch’s credit that he rec- 
ognizes that this ought not to be an issue, how you found these doc- 
uments and what you thought had happened with them and how 
they ended up here, and I agree with him on that. 

First, let me respond to my friend and colleague from New York. 
As I recall it, first of all, the appointment of Mr. Fiske was highly 
commended by everyone. At the time of his appointment, it was 
recognized, and in fact, I think my friend from New York was one 
of those who also suggested this was a first-rate appointment, had 
all the credentials in the world to do a great job. It was widely re- 
ported that Mr. Fiske wrote his own charter when it came down 
to the scope. So while it may be intriguing to look at people’s own 
desires and so forth, and what they’d like to have happen, the bot- 
tom line is that Mr. Fiske wrote his own charter. What is the date 
of these notes? Is this the 5th of January? 

Mr. Gearan. I’m sorry? 

Senator Dodd. The date of your notes 

Mr. Gearan. It’s throughout the year. 

Senator Dodd. It’s a series of dates, isn’t it? 

Mr. Gearan. Yes, Senator Dodd. Beginning with the first note I 
have, Senator, is the 4th of January. 

Senator Dodd. And it goes through until when? 

Mr. Gearan. I believe the 8th of January. 

Senator Dodd. Do you recall when, in fact, President Clinton 
called for the appointment of an Independent Counsel? 

Mr. Gearan. I believe it was the next week, it was during the 
foreign trip that the President was on, as I recall. 
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Senator Dodd. If I said the 12th of January 

Mr. Gearan. That would make sense. 

Senator Dodd. On the 12th of January, President Clinton calls 
for the appointment of an Independent Counsel. Do you recall 
when the Independent Counsel was appointed? 

Mr. Gearan. I do not. 

Senator Dodd. Well, if I said the 20th of January, does that seem 
about right? 

Mr. Gearan. That was what was referenced this morning. 

Senator Dodd. The reason I make that point, while we can go 
back and examine all these notes and so forth, the fact of the mat- 
ter is that within a week of these notes being taken, President 
Clinton called for the appointment of an Independent Counsel. 
Within roughly a week after that, in fact, Mr. Fiske was appointed. 

Now again that may not seem like much to anybody else but it 
seems like you have to find out exactly what happened after these 
notes were taken. It is not as if we don’t know what happened. We 
know what happened. If other things occurred, the notes and 
things, people want to read into it. If you know what happens, the 
President names or calls for an Independent Counsel, going back 
and reviewing these notes, the context of that seems to me cannot 
be neglected or avoided. So I think it is very, very important to 
make that point. 

Second, you know, I find if it weren’t so significant and impor- 
tant, it would be almost amusing that anybody on this side of the 
table would find it mystifying that someone in public life would be 
antsy about the appointment of an Independent Counsel. People 
sitting around saying what does this mean, or heaven forbid, some- 
one might be opposed. The idea in public life of an Independent 
Counsel, I find hard to believe someone sitting at this table looking 
over the last 20 years of his life might be antsy about that. 

That may come as a shock to some of my colleagues, but by and 
large, I find people in public life are not enthusiastic about a public 
Independent Counsel being named, looking into 20 years. So com- 
mon sense would dictate what you reflected, at least to this Sen- 
ator, is people sitting around you get a lot of press inquiries, you 
got a lot angst. Again, I don’t find that terribly novel in a Washing- 
ton context. 

Let me go back, if I can, because the question of the independ- 
ence is an important point and the suggestion has been made about 
the ability to influence. I would like to turn your attention to page 
20570. As I read this 

Senator Sarbanes. Would the Senator yield for a moment? 

Senator Dodd. I would be glad to yield. 

Senator Sarbanes. On the Independent Counsel issue, it was a 
subject of considerable controversy in the Congress, whether the 
Independent Counsel law ought to be extended when it expired. In- 
deed, many of my Republican colleagues opposed extending the 
Independent Counsel law. In the end, it was extended and we are 
now proceeding under it. But the notion that there weren’t legiti- 
mate points being raised about the extension or nonextension of 
the Independent Counsel doesn’t square with the record. 

Senator Dodd. I thank my colleague for reminding us of that 
and, in fact, I know today that there are people in Congress, on 
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both sides of the aisle, who have some serious reservations about 
Independent Counsels. 

I will come back to the point about the Attorney General. I was 
intrigued in your notes about the good-hearted and bad-hearted. 
We see what happens. You become a self-fulfilling prophecy about 
what happens when these operations are established. The com- 
plaints, in my view, about Mr. Walsh and how long that went on, 
I think, were legitimate, frankly. As a Democrat I will tell you that. 
I opposed, as I pointed out in this Committee before, the establish- 
ment of an Independent Counsel to look into the October Surprise. 
In 1992, the allegation that President George Bush had been flying 
to Europe to meet with people on the Iran-Contra was ridiculous, 
in my view. 

So I know I am not alone in my reservations about what Inde- 
pendent Counsels can do and what your notes seem to reflect is 
what is common discussion, maybe not in too many public circles, 
but I can tell you an awful lot of people here feel that this needs 
to be re-examined, how Independent Counsel’s function because of 
the very observations you make in these notes. Maybe others won’t 
say so but I will. I know there are colleagues on this Committee 
who feel this way about it. So to suggest that somehow the White 
House was acting in a way or talking about this and something 
that anyone will find strange on this side of the table I don’t think 
really is credible. 

Let me go to the bottom of page 20570 and as I read that line, 
we have that up — it’s hard to read, “Republican appointee is run- 
ning investigation.” That’s Mr. Mackay? 

Mr. Gearan. Right. 

Senator Dodd. Second line, GT or Grand Jury — “GJ is ? 

Mr. Gearan. It says, “Citizens available to look at evidence.” 

Senator Dodd. The next line? 

Mr. Gearan. Says, “And an independent Attorney General.” 

Senator Dodd. What is the point? What are you saying here with 
that paragraph? 

Mr. Gearan. I guess I would read this, Senator Dodd, as Mr. 
Ickes saying at the, four lines up, get the argument on why not a 
Special Counsel. One, there is no evidence of wrongful acts, you 
can’t appoint someone every time there is a charge. Two, there has 
to be a basis for this. Three, we have a Republican appointee who 
was running the investigation and you have Grand Jury available. 
When I look at this and then review the talking points that were 
shared with me at my deposition on Monday night, Senator, they 
track, frankly, the talking points of the argument that was being 
made within the White House on why there should not be a Special 
Counsel. 

Senator Dodd. That, in fact, with a, “Republican appointee is” — 
what is that word? Pursuing? 

Mr. Gearan. Running. 

Senator Dodd. — “running investigation,” that the independence 
of a Grand Jury. And what you are identifying here “and an Inde- 
pendent Attorney General,” in effect, reflecting the observation 
about the Attorney General. 

Mr. Gearan. The whole point is that if the question is reflecting 
the independence, that Mr. Mackay was a well-known and re- 
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spected Republican, as the next page reflects, as well as the fact 
that there is a Grand Jury available to look at the evidence and 
the fact that we have an independent Attorney General. 

Senator Dodd. That was enough in a sense to ensure the, kind 
of, independence of the investigation? 

Mr. Gearan. That is how I read that as an argument posed by 
Mr. Ickes. 

Senator Dodd. Second, let me go back to the issue, and the pages 
on this, on Mr. Ickes, and I find that some people just get overly 
fascinated with the colorful language in your memo. I am not inter- 
ested in that so much as I am on the point that was raised by Sen- 
ator Hatch over whether or not on the appointment of the Inde- 
pendent Counsel, the reaction of Mrs. Clinton and the reaction of 
Mr. Ickes. 

Let me ask the question Senator Hatch asked you. Is there any 
doubt in your mind about what Mr. Ickes was intending by his 
points of there was no point in pursuing the discussion, that in fact 
it reneged. Now it left it unclear in my mind when Senator Hatch 
raised the question that maybe this is open to some different inter- 
pretation in your mind. If there is, you ought to make that clear, 
if it is not, you ought to make that clear as well. 

Mr. Gearan. Thank you. I thought how I left it with Senator 
Hatch is that is not how I would read my notes. There is not a 
doubt in my mind about this, that is, certainly when you look at 
the context of the notes, it was certainly Harold’s style to move the 
meeting along, to say it is a waste of time and to go through the 
items that he thought this meeting should be concentrating on 
seemed logical to me. 

Senator Dodd. It is a waste of time because the view at that 
juncture of the President and Mrs. Clinton was they were opposed 
to an Independent Counsel? 

Mr. Gearan. That’s correct. We should move on to determine if 
the White House effort at this period of time was to put together 
this affirmative strategy, to getting the truth out on Whitewater, 
then we should move on to concentrating our best efforts to putting 
together the Q&A’s, putting together the chronology, putting to- 
gether the types of things that would help facilitate that. 

Senator Dodd. Again, to make the point, I will turn it back over 
to Mr. Ben-Veniste but what is the date of that discussion where 
the reference is made to the Clintons’ opposition to the appoint- 
ment of an Independent Counsel? 

Mr. Gearan. January 5th. 

Senator Dodd. January 5th? 

Mr. Gearan. If I am reading from the same memo you are refer- 
ring to. 

Senator Dodd. To make the point again, a week later on the 
12th, the President, in fact, calls for the appointment of an Inde- 
pendent Counsel. So, obviously whatever happens between the 5th 
and 12th, they changed their mind? 

Mr. Gearan. Right. 

Senator Dodd. Thank you. 

Mr. Ben-Veniste. 

Mr. Ben-Veniste. To go back to the discussion of the “good” 
Independent Counsel versus the “bad” Independent Counsel, my 
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sense of what you have said and what is contained in your notes 
is that even if someone is good in the sense of faithful to his or her 
task in getting the evidence, analyzing the evidence and making a 
decision straight down the line on that evidence, there still is, after 
all that process, a great deal of pressure on that individual who is 
the Independent Counsel to come up with something at the end of 
the day. 

Mr. Gearan. That is certainly the flavor of what Mr. Nussbaum 
was saying. At the bottom of 567, he says someone who was “ap- 
pointed for 6 to 9 months, wrote report, didn’t expand and went 
home.” I think his point was, as I have said, the length and ex- 
pense and 

Mr. Ben-Veniste. It takes an extraordinary person with a great 
deal of self-confidence and professional integrity to conclude at the 
end of the day that, indeed, there is nothing there and not come 
forward with some indictment as we have seen recently, one 
multicount indictment that was reduced to a misdemeanor and so 
forth. A difficult decisionmaking job, even with the best of inten- 
tions, to come back and say, yes, I have looked, there isn’t anything 
there. And that has happened. It has happened, but it seems to be 
a balance between the law that is on the books and the individual 
who gets the position. 

Mr. Gearan. That’s right. I think the point generally is that it 
would be difficult for someone to go back. I think he used the case 
in New York. He would be afraid that he would have conducted 
this investigation and come up with nothing. 

Mr. Ben-Veniste. Again, when the use of Ms. Wright is made as 
an example; explain how that came about. 

Mr. Gearan. Mr. Ben-Veniste, I would like to be quite clear 
about it, that in fairness, as I said to Ms. Wright particularly, this 
was an extreme example of what could be a really unwarranted 
prosecution, I think was the point that Mr. Nussbaum was making. 
At no time, did he suggest that there was any evidence or any fac- 
tual basis for her to be charged with anything. This was consonant 
with his general argument about an Independent Counsel or Spe- 
cial Counsel. 

Mr. Ben-Veniste. Now with respect to the points that were 
made about Mr. Mackay. Mr. Mackay was a Republican appointee 
and a career Department of Justice employee in the Criminal Divi- 
sion; is that what was discussed at that time? 

Mr. Gearan. I think, as my notes reflect, is that he had served 
in the Nixon and Ford Administration as a U.S. Attorney in the 
Southern District in Illinois and then to the Department of Tax in 
Illinois and he had been a career prosecutor. 

Mr. Ben-Veniste. So the point was that an individual line pros- 
ecutor for the Justice Department who was a career individual who 
had been appointed by a Republican President and had served in 
Republican Administrations would have the credibility to conduct 
a fair and impartial investigation without implicating all of the 
surrounding ambiance or baggage that the appointment of an Inde- 
pendent or Special Prosecutor would involve; is that correct? 

Mr. Gearan. That’s correct. 

Mr. Ben-Veniste. Then the discussion about the career people at 
the Department of Justice and what the White House had experi- 
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enced up to that point in dealing with them was that the people 
at the Department of Justice, the career individuals such as Mr. 
Carver were not giving any favored treatment to the White House. 

Mr. Gearan. That’s how I would read that, there was no 

Mr. BEN-VENISTE. The idea of “ ‘bleeping’ us blue,” in colorful 
language, meant to convey that they weren’t getting any kind of 
special treatment out of these career people at the Department of 
Justice. 

Mr. Gearan. I think it is a colorful way to express that inde- 
pendence of the Department, yes. 

Mr. Ben-Veniste. Let me share for the benefit of Senator Hatch 
and others, since we have had the testimony of the career individ- 
uals about this, so that there is no misunderstanding of their per- 
spective of what was going on, from Mr. Alan Carver’s testimony 
of October 17, 1995. At line 17, he said: “I don’t think it got to a 
disagreement. Again, I think what it got to was some discussion to 
the effect that we want interviews, and it is important to have 
them and we want to get them scheduled and get them done. And 
we want them under conditions which will be credible and that will 
be in accord with the usual way the FBI does interviews.” 

“And in dealing with people who are not totally accustomed to 
that environment,” which I take it was people at the White House, 
who were the subject of these interviews at this point, “as you do 
when you are dealing with people all the time in investigations and 
trying to work that out, so it was that sort of thing. I don’t see it, 
in my mind, as a contest or an antagonistic situation. But I think 
there was apparently a sense that it should be done a little dif- 
ferently than the way we wanted to do it,” meaning Department of 
Justice career investigators, “and we wanted to do it professionally 
and in accordance with the standard operating procedure of the 
FBI. It was as simple as that and we weren’t going to do it any 
other way.” 

Then Mr. McDowell testified at page 137. 

“Question: As the result of those interviews,” meaning the ones 
which had taken place just before your meeting in January, “did 
it appear to you that anyone at the White House had acted unlaw- 
fully?” 

“Answer: No. Although, frankly, I haven’t — if I have ever seen 
the interviews, I have forgotten them but it was not an issue as 
we were turning the case over to Fiske. We didn’t think we had 
any evidence of any unlawful behavior.” 

“Question: And did you uncover, putting aside unlawful behavior, 
any evidence of improper motive?” 

“Answer: I don’t recall any, no.” 

Finally, with respect to Mr. Mackay, at page 44 of his testimony. 
“The only thing I remember about that was Mr. Carver basically 
complaining, I guess, to Mr. McDowell that the bureau was drag- 
ging its feet,” meaning the FBI, “in conducting all the interviews, 
not just Mr. Nussbaum. I sort of have a faint recollection of maybe 
later on Mr. Carver complaining to Mr. McDowell in my presence 
that the FBI was holding back on the Nussbaum interview.” 

So these discussions were going on and Mr. Carver, who was the 
person who was being complained about, said in his testimony be- 
fore this Committee under oath that he was going to stick to the 
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regular procedures and wasn't going to deviate from them, that the 
White House people might not have liked that, but that is what he 
was going to do. 

So, that, in essence, all falls within the composite picture of Mr. 
Mackay as a credible person, as an experienced person who could 
conduct this investigation with credibility under the aegis of the 
Department of Justice and that from the standpoint of technical 
analysis, putting aside political analysis, which eventually ruled 
the day, that the appointment of Independent Counsel was not nec- 
essary in this circumstance. Is that what this discussion essentially 
was about? 

Mr. Gearan. Mr. Ben-Veniste, that is the first time I have obvi- 
ously heard that testimony. Certainly I'm not aware of it. As I have 
testified here, Mr. Ickes’ comments on Mr. Carver in the context of 
those notes, as it illustrates again Mr. Nussbaum’s argument 
against a Special Prosecutor is such that there was clear independ- 
ence by the career folks at Justice, and that was quite clear in his 
language. 

Mr. Ben-Veniste. Mr. Ickes was saying so in direct and colorful 
language? 

Mr. Gearan. Apparently, yes. 

The Chairman. Before I recognize Senator Grams, I have to tell 
you, I noticed that there is a propensity for you to have almost a 
detailed recollection when it is something that is exculpatory or 
that would minimize a reasonable interpretation of your notes. 

How anyone can interpret your notes of January 8th — let’s put it 
up on the Elmo. Whitewater, January 8, Ward Room. 

Mr. Gearan. What is the number, Senator? 

The Chairman. That’s your last page of notes, “Whitewater, Jan- 
uary 8th.” See it? 

Mr. Gearan. Yes. 

The Chairman. On or about what time did that meeting start? 
Where was the Ward Room? 

Mr. Gearan. The Ward Room is in the West Wing of the White 
House. 

The Chairman. Why were you there? 

Mr. Gearan. I recall during this week a series of meetings, as 
I have said, where the White House was trying to put together ef- 
forts to speak more publicly through op eds and appearances on 
television shows and related matters and in more detail 

The Chairman. At the same time the White House was attempt- 
ing to prevent the release of various records from the public, as you 
testified; isn’t that true? 

Mr. Gearan. I’m not sure 

The Chairman. Didn’t you say that they wanted the documents 
subpoenaed by the Department of Justice so that they wouldn’t be 
made public? 

Mr. Gearan. I hope I testified that my understanding was that | 
the request for the subpoena was to protect the confidentiality of 
those I 

The Chairman. Yes, from the public, so that they would not be 
made public; is that correct? 

Mr. Gearan. Senator 
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The Chairman. We will go over that, because we have other indi- 
cations. This isn’t an isolated meeting. People are working, assem- 
bling. It ties together. What is the next line in your notes? 

Mr. Gearan. “BN,” which I would read as Bernie Nussbaum, “ar- 
gument against Special Prosecutor.” 

The Chairman. Let’s go down to the next one. 

Mr. Gearan. “HI,” Harold Ickes. “Alan Carver at Department of 
Justice — bad guy.” 

The Chairman. He says he is what? Read it. 

Mr. Gearan. My notes say, “bad guy.” 

The Chairman. What does that mean? 

Mr. Gearan. I think it means tough guy. 

The Chairman. A tough guy is now a bad guy or a bad guy is 
now a tough guy? It doesn’t say he is tough. It says he is a bad 
guy. Why is he a bad guy? You had a discussion about this. You 
don’t remember that? 

Mr. Gearan. Senator, my notes reflect as it goes on to say, 
“When Kendall called, when he called on speakerphone were two 
FBI agents and Jim Nixon.” 

The Chairman. Go ahead. 

Mr. Gearan. “These guys are [expletive deleted] us blue.” 

The Chairman. This wasn’t usual. The Justice Department was 
viewed, if you take Mr. Ickes’ views, as bad guys? 

Mr. Gearan. I would take it to mean they are being tough and 
independent. 

The Chairman. Independent? Is it bad if they are independent? 

Mr. Gearan. No, but when read in the context of 

The Chairman. You are a great notetaker. We asked before why 
you took these notes and even included some of this colorful lan- 
guage, and you said because that is my training. He didn’t say 
“independent.” If he said “independent” you would have put it 
down; isn’t that true? 

Mr. Gearan. I may have, but 

The Chairman. Now wait a minute. You are not telling me that 
you put “bad” down when he really said “independent”? 

Mr. Gearan. No, sir. 

The Chairman. You are not suggesting to me when he says these 
guys are giving it to us blue that that had anything to do with 
independent; is that true? 

Mr. Gearan. Senator, what I am trying to do is to help this 
Committee 

The Chairman. I am asking you to be responsive to my ques- 
tions. Nothing there suggests they are independent. You suggested 
they are not happy with the Justice Department. Isn’t that true? 
Yes or no? 

Mr. Gearan. Senator, I think Mr. Ickes, this is probably best a 
question for Mr. Ickes 

The Chairman. I am not asking you to characterize your feeling. 
I am asking you to reflect about what people said and what took 
place at that meeting. 

Mr. Gearan. My reflection of that meeting 

The Chairman. You are going to say that he really meant that 
they were independent. That’s your characterization. Read it again 
and then tell me your conclusion. 
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Mr. Gearan. “Bemie Nussbaum argument against Special Pros- 
ecutor Harold Ickes, Alan Carver at Department of Justice — bad 
guy. When Kendall called” 

The Chairman. Slow down. What did he say he was at Depart- 
ment of Justice, Carver? 

Mr. Gearan. “Harold Ickes, Alan Carver at Department of Jus- 
tice — bad guy.” 

The Chairman. Why is he bad? Because he is independent? 

Mr. Gearan. Senator, I think what I can best provide to you 

The Chairman. But why is he a bad guy? 

Mr. Gearan. I’m sorry? 

The Chairman. Why is he a bad guy? 

Mr. Gearan. I don't recall anything more than Harold respond- 
ing, as I read this, and do my best to recall for you. 

The Chairman. Well, he concludes with a rather colorful observa- 
tion and conclusion, doesn't he? 

Mr. Gearan. He does. 

The Chairman. Senator Grams. 

OPENING COMMENTS OF SENATOR ROD GRAMS 

Senator Grams. Thank you very much, Mr. Chairman, 

Mr. Gearan, nice seeing you again today. We are talking about 
a series of meetings that you attended and took notes at. How 
would you describe these meetings? What was the purpose or the 
mood during these set of meetings that you attended? 

Mr. Gearan. To your second point, Senator, the mood was or the 
context was, at the beginning of this year, Mr. Ickes had just joined 
the White House staff as the Deputy Chief of Staff, and there was 
an effort, as one of my notes I believe say, that we should have an 
affirmative strategy within the White House to try to put together 
the information, we would need to get the truth out, to get our — 
the information that reporters were inquiring about in the best 
way we could. These meetings reflect two things, I believe. Number 
one, an effort within the White House to put together the informa- 
tion that would be needed to deal with these issues, whether that 
was a chronology or the question and answers or the other kinds 
of materials that these notes reference. 

It is particularly important, Senator, because at this time at the 
beginning of January, there were questions about the White House 
handling of this matter, that the White House had announced Sun- 
day that the documents were already at Justice. On Monday, we 
had to say there would be a delay because they were not there yet. 
The question was a network story, frankly, about the White House 
handling of this matter. 

So, there was I think even an increased effort and need and rec- 
ognition of the importance that we be correct, that we not misstate 
any particular fact because then the last thing we would need is 
to come back and have to restate something or correct something 
or to amend a statement that the White House issued. 

Second, this was a period of time where there was an internal 
debate within the White House, which the notes are quite clear on, 
as to whether the President should call for an Independent Counsel 
or not. Those notes reflect the differing views on that matter. What 
I most recall certainly is the effort to try to be affirmative in our 


1745 


presentation and to make sure that we had the facts. Frankly, hav- 
ing worked for a little bit as a reporter, I found that a responsible 
thing to do, that we would have the correct information. 

Senator Grams. All right. Now knowing what you know about 
these meetings, you left in August, about 8 months later. Your 
nomination to serve as Director of the Peace Corps was reported 
out of the Foreign Relations Committee on August 10, 1995; is that 
correct? 

Mr. Gearan. That’s correct. 

Senator Grams. Your nomination was confirmed by the Senate 
the next day, August 11, 1995? 

Mr. Gearan. That’s correct. 

Senator Grams. During this time, the Whitewater investigation 
was going full steam. You knew about these notes and these meet- 
ings. In fact, if you will recall, I had an opportunity to meet with 
you regarding your nomination to the Peace Corps and during our 
conversations, you never brought up the notes to the Whitewater 
incidents and we had no reason to talk about that. I didn’t bring 
them up because I had no knowledge of your participation in that. 
So it wasn’t part of our conversation. But the fact is that you were 
aware of these notes, you were aware of the subpoenas that had 
been issued dealing with this information and yet never offered 
these or never presented these notes ahead of time. 

Mr. Gearan. Senator, for the purposes of production during that 
period of time, I worked with my counsel to provide this Commit- 
tee, the House Banking Committee, this predecessor committee, 
the Special Counsel, and the Independent Counsel any information 
that could be helpful and would be responsive to individual subpoe- 
nas or requests for information. These were not during that period 
of time. 

Senator- Grams. But you were aware of the investigation that 
was going on by this Committee and the House? 

Mr. Gearan. Certainly, Senator. 

Senator Grams. No official request, I understand it, had come 
from this Committee asking for the documents before your con- 
firmation. But I have heard your explanation for complying with 
subsequent requests or subpoenas. But at the time you didn’t feel 
you had an obligation to turn over these notes ahead of this time? 

Mr. Gearan. Senator, at the time of my confirmation, which I 
think was the week before my appearance before this Committee, 
those documents I understood as being Communications Office 
files, and I did my very level best to respond to every inquiry that 
has been made. I have tried to do my best effort to respond at 
every step of the way to the various investigations that have gone 
on with this matter. I have worked hard to do that. 

Senator Grams. These notes would not have been included in 
those efforts? 

Mr. Gearan. These notes were not responsive to any previous in- 
quiry? 

Senator Grams. When we were talking about the whole investi- 
gation dealing with Madison Guaranty Savings & Loan specifically 
and the investigation dealing with issues around Whitewater, and 
just to read some of the notes that were indicated, taken into your 
notes here, indicated that President Clinton called Mr. Hale several 
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times. The notes indicate alleged conversations between Hale, 
McDougal, and Tucker about Madison problems, that Madison’s fi- 
nancial problems, needing to get money into Madison, your notes 
reflect that these were discussed. You don’t recall when you first 
learned of the allegations of the meetings again between Clinton, 
Hale, and McDougal. 

So these were all in these notes, all dealing with the investiga- 
tion, and while they might not have been specifically asked for in 
detail, but you knew they were within the scope of the investiga- 
tion, but yet did not cooperate. I think it is more not of cooperation, 
but a lack of cooperation with this Committee. 

Mr. Gearan. Senator, the notes I think that you referred to were 
reporter’s inquiries to me when I was the Director of Communica- 
tions at the White House. Those were reporters’ questions posed to 
me. I’ve done my very best to respond completely and accurately 
to every individual request of this Committee, and I will continue 
to do so. There has been no instance where I have not appeared 
before this Committee or the House Banking Committee or the 
Grand Jury on occasions or the Inspector General of the Depart- 
ment of the Treasury. I have tried my very level best to cooperate 
at every step of the way. 

To the extent that these in your judgment would have been re- 
sponsive in a previous instance, I would be happy to review this 
with my counsel, who worked with me on the production. But most 
sincerely, Senator, for 2 years, from the initial request from Mr. 
Fiske to Mr. Starr to the House Banking Committee to your prede- 
cessor committee to this Committee, which I respect the U.S. Sen- 
ate for calling, I have done my best to respond. 

Senator Grams. Were you asked by the Independent Counsel’s 
Office at any time to produce these documents? If not specifically, 
at least documents related to anything dealing with Whitewater. 

Mr. Gearan. I have at the request of the Independent Counsel 
produced everything that was responsive. 

Senator Grams. But these notes didn’t come until January, but 
yet they dealt with Whitewater. 

Mr. Gearan. Senator, in terms of the Independent — in terms of 
this Committee, when I received requests and I personally have not 
been, but when the White House has been subpoenaed for these 
documents from the Committee, I have gone through them with the 
best care that I can take. They were segregated in my files for that 
purpose and certainly no effort was made to be anything but the 
most compliant with any request for information. 

I honor the subpoena power of this Committee. I honor the sub- 
poena power of any investigative authority. And there has been no 
effort on my part not to be compliant in every way. Personal ap- 
pearances or documents or depositions 

The Chairman. Mr. Gearan, we have heard that. 

Mr. CHERTOFF. I want to ask you a question. Frankly, I tell you, 
I have a vivid recollection of you being before the Banking Commit- 
tee in July 1994. First of all, let’s get it absolutely clear under oath 
on the record. The records, the notes you turned over on January 
31, 1996, including notes of the meetings that you have been testi- 
fying about here and the notes of a 2-hour meeting, give or take 
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a few minutes with Mr. Gerth and Mr. Lindsey, you had that in 
your possession in 1994; right? 

Mr. Gearan. Those were my files from the White House. 

Mr. Chertoff. You were aware of their existence, right? 

Mr. Gearan. They were segregated in that group of files. 

The Chairman. But you knew that you had the notes? 

Mr. Chertoff. They were segregated and put aside in a certain 
area. 

Mr. Geran. That’s correct. 

Mr. Chertoff. Your notes and your handwriting; right? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. On July 23, 1994, under oath before the Senate 
Banking Committee, at page 24 of your testimony, you were asked 
about an October 14th meeting you had with Jean Hanson from 
Treasury, where you received information, and the question you 
were asked was what you recalled about that meeting, and you an- 
swered on page 24: 

Again, for the part of the meeting that I was at, these are the notes that I took 
because these were questions to Treasury and about an RTC matter. This was one 
of the first contacts I thought references that I can recall for Whitewater. This was 
not on my radar screen, Whitewater, at this point in time. 

But in fact, 3 weeks before this October 14th meeting which you 
testified about under oath, you had sat down and had a lengthy 
meeting about Whitewater with Mr. Gerth and Mr. Lindsey. There 
is a telephone message to you on September 23rd, shortly before 
the October 14th meeting discussing Castle Grande, your own 
handwriting. You have questions about the Hale meeting on Sep- 
tember 23rd. Within 3 weeks you have this October 14th meeting 
and yet you come before the Banking Committee and you swear 
that the October 14th meeting was the first time it was on your 
radar screen. 

Yet if we had had the September 23rd telephone message, for ex- 
ample, we would have known quite to the contrary that it was all 
over your radar screen, that you were able to write about the three 
conversations David Hale had with Bill Clinton, that there was a 
meeting on Castle Grande. And I have to ask you, Mr. Gearan, it 
never occurred to you during your deposition in preparation for 
those hearings or during your sworn testimony under oath in 1994 
when you were asked about whether Whitewater was on your 
radar screen, it never occurred to you to go back and look at those 
segregated notes and determine that in fact it was dead center on 
your radar screen? 

Mr. Gearan. Mr. Chertoff, as I testified in my deposition, I 
would not have placed this at that point in time. I have no reason 
to doubt it. 

Mr. Chertoff. What does it say? September 23, 1993. You don’t 
have to place it. Right in front of you it says September 23, 1993. 
There is a message from someone at The New York Times. Would 
you agree with me that September 23, 1993 is before October 14, 
1993? 

Mr. Gearan. I would agree with that. 

Mr. Chertoff. And that in your notes you had a document that 
indicated that on September 23rd, this reporter was anticipating 
doing a story tomorrow and had questions for you, which means 
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that you — and you wrote down your notes of your conversation with 
Mr. Engleberg and in it there is discussion of Castle Grande and 
David Hale. This was right in your notes that you had segregated, 
absolutely conclusively demonstrating that 3 weeks before your Oc- 
tober 14th meeting, you were dealing with this issue. Yet you came 
before the Senate and you didn’t think those notes were relevant? 

Mr. Gearan. Mr. Chertoff, as I tried to say in my deposition, I 
did not recall that this had happened in September. 

Mr. Chertoff. How do you explain September 23, 1993? Doesn’t 
it say it there? 

Mr. Gearan. As I said, I have no reason to dispute that, Mr. 
Chertoff. 

Mr. Chertoff. No, you had your notes segregated; right? 

Mr. Gearan. My point is this: The questions I have been asked 
and I have tried to be responsive to the Committee on is when was 
Whitewater on my radar screen. As my memory in my deposition 
and in my testimony from last year or today would be, I would not 
have placed it that early. But I have no reason to dispute that. 

Mr. Chertoff. But Mr. Gearan, you had the notes. You didn’t 
have to rely on your memory. The notes showed a 2-hour meeting 
with Gerth about David Hale. 

The Chairman. Clearly you indicated that was not the first occa- 
sion. You might not know the exact month, but you had a pretty 
important conference with regard to White House personnel who 
were concerned about this meeting with Gerth and this interview. 
So you might have thought one was in September, but you indi- 
cated this was the first time. You said the meeting in October was 
the first contact. That wasn’t true. You had this on your radar, but 
you said you didn’t recall that. This was important. We are talking 
about the President, the First Lady, what they may have done, 
Castle Grande. You went in — by the way, is that your note? 

Mr. Gearan. Yes, Senator. 

The Chairman. So you took that, then? 

Mr. Gearan. Yes, Senator. 

The Chairman. You never reviewed it before you came before 
this Committee? You were aware of this contact, weren’t you? 

Mr. Gearan. My notes from the Gerth meeting were not dated. 

The Chairman. But you remembered the meeting. 

Senator Dodd. Can we give him a chance to answer. I appreciate 
your point. I understand that, but give him a chance to answer. 

The Chairman. I am going to make an observation. You certainly 
knew that you had a rather extensive contact that lasted for a pe- 
riod of time with respect to this and you had noted this as well. 
So when you said, well, my first time was this other occasion, that 
was not correct. 

Mr. Chertoff. And you talked to the President about it. 

Senator Dodd. Wait a second. Give him a chance to answer. 

The Chairman. Is that true, that wasn’t correct? 

Senator Dodd. You are saying what he’s going to say, why don’t 
you ask him if it wasn’t correct. 

Mr. Gearan. Why don’t you repeat the question, Mr. Chairman? 

The Chairman. Didn’t you have prior contact and wasn’t this 
matter on your radar screen before the October meeting? 
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Mr. Gearan. Mr. Chairman, I have stated previously that the 
October 

The Chairman. You are not being responsive to the question. I 
would like to know whether 

Senator Dodd. Mr. Chairman, let him answer the question, with 
all due respect. 

The Chairman. Well, with all due respect, the answer is not re- 
sponsive. I am asking you whether your testimony 

Senator Dodd. If you don’t like the answer, that is one thing. 
That is perfectly legitimate. Let him answer. 

The Chairman. I want a responsive answer. The question is this: 
In your testimony before this Committee, you said the October 
meeting was the first time Whitewater was on your radar screen? 
Now was that accurate? 

Mr. Gearan. If we could just put that up on the screen again, 
that would be helpful to me. 

The Chairman. Page 24. 

Mr. Gearan. I think it says, “This was one of the first contacts, 
I thought, references I can recall for Whitewater.” 

The Chairman. Go ahead. Read the rest. 

Mr. Gearan. “This was not on my radar screen, Whitewater, at 
this point.” What I can help you with and let me try to be respon- 
sive is that the best I can recall, this was one of my first contacts 
with Whitewater. My Gerth notes are not dated. So, I would have 
placed the story later. I don’t believe they were wrote for several 
weeks. But I will accept that this conversation happened at this 
point in time in September. 

Mr. Chertoff. Mr. Gearan, I want to put up S 20454 through 56. 
This was a newspaper article Bruce Lindsey sent you. It says 
“Mark: FYI, Bruce — Judge expects to be indicted in SBA loans.” 
This is S 20454. We are putting it up. This is something that you 
received within days after the Gerth meeting for 2 hours. It is di- 
rected to you from Mr. Lindsey. 

Mr. Gearan. Mr. Chertoff, I don’t know when I received it. I 
don’t know when I received it. I don’t dispute it was in my files. 

Mr. Chertoff. You think you got it months after the article was 
written? 

Mr. Gearan. I don’t know when I received it. My point is this, 
in terms of the radar screen at this period of time, because Mr. 
Lindsey was the principal point of contact on Arkansas matters, be- 
cause he would be the person that I would solicit information from 
in the instance of the Gerth conversation, because there were so 
many names and players of which I was unfamiliar with and I was 
grateful that Mr. Lindsey was there because he was more knowl- 
edgeable than I 

Mr. Chertoff. This is not a responsive answer. 

Senator Dodd. Come on now. 

The Chairman. Here is the problem. Our time is up. I want to 
make a point. In your notes — these are not just any notes. The 
notes of September 23rd, put them back up on the Elmo, please. 
Would you read that? “There are 3 occasions of’ 

Mr. Gearan. What is the number of that again, Senator? 

The Chairman. The number is S 20452. 
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Mr. Gearan. I will read it from here. “There are 3 occasions of 
conversations with BC.” 

The Chairman. With Bill Clinton. 

Mr. Gearan. “February 1986 — Bill Clinton meeting on Castle 
Grande.” 

The Chairman. Read the next one. 

Mr. Gearan. “Does Bill Clinton have recollection of meeting? If 
so, what happened?” 

The Chairman. Then you have what? What does it say? 

Mr. Gearan. “No.” 

The Chairman. At the top right-hand side, what does it say? 

Mr. Gearan. “No recollection, doesn’t believe it happened.” 

The Chairman. So you checked with somebody to see if the 
President had any recollection with respect to these meetings; is 
that correct? 

Mr. Gearan. I’d have checked with Mr. Lindsey, I believe, yes. 

The CHAIRMAN. Now, you actually went back to the President of 
the United States, whether directly or through Mr. Lindsey, but 
when you came before this Committee and we asked you, you had 
no recollection of Whitewater being on your screen? This isn’t just 
a report from a reporter. You actually went to a Presidential As- 
sistant, Bruce Lindsey; right? 

Mr. Gearan. Yes. 

The Chairman. You reported to him that there were three meet- 
ings. There were three meetings in 1986 and then, “Does Bill Clin- 
ton have recollection of the meeting? If so what happened?” That’s 
your question; right? 

Mr. Gearan. That is I would assume Mr. Engleberg’s question. 
That is my handwriting. 

The Chairman. It is your handwriting. So somebody wanted to 
know. You then followed up on this. 

Mr. Gearan. I would have asked Mr. Lindsey. 

The Chairman. Mr. Lindsey got an answer from whom? 

Mr. Gearan. I would take it to mean the President. 

Senator Dodd. Mr. Chairman, can I ask, what is the significance 
of all of this? 

Mr. Chertoff. The significance is whether the testimony that he 
gave is accurate testimony and whether his failure to produce the 
records is justifiable. 

Senator Dodd. Beyond that, tell me the significance in the con- 
text of where this is going. 

The Chairman. I think it goes even further. We have a witness 
who has testified previously before this Committee in a manner 
that raises some very real questions just in terms of failing to re- 
spond to this Committee concerning our investigation. He says that 
the first time he was aware of this was at this 

Senator Dodd. What is the point, though? 

The Chairman. Indeed, there was a very important meeting and 
series of meeting because indeed if Mr. Lindsey checked on it, 
when did he get back? 

Senator Dodd. I still ask the same question, so what? 

The Chairman. His failure to come forward and produce these 
documents in a timely manner, withholding these documents from 
the Committee 
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Senator Dodd. Now wait a minute. 

Now wait a minute, Mr. Chairman. 

The Chairman. That is 

Senator Dodd. That’s your interpretation. There’s no evidence 
that happened. 

The CHAIRMAN. Given the lack of response. 

Senator Dodd. You can’t say that now. 

The Chairman. Mr. Gearan, did you discuss whether these docu- 
ments should be produced at an earlier time with anybody prior to 
their production on January 31st? 

Mr. Gearan. Mr. Chairman, when I was at the White House, the 
production was — I reviewed the production with my counsel and 
then that’s the process. I did not discuss with the White House 
Counsel how they were producing it to the Committee at this point 
in time, no, I did not. 

The Chairman. Did you 

Senator Dodd. Can we have some time back? This has gone on 
now for 25 minutes. 

The Chairman. Certainly. Senator Grams, do you want to make 
an observation? 

Senator Dodd. The time is 25 minutes, Mr. Chairman. 

The Chairman. Fine. The Senator has a question. We will do it 
on his next turn. Go ahead. 

Senator Sarbanes. I want to first make an observation that as 
of August 1995, this Committee had only requested documents re- 
lated to the White House-Treasury contacts and to Foster’s office. 
Let me repeat that again. When did you have your hearing on the 
Peace Corps confirmation? 

Mr. Gearan. August 10th or 15th. 

Senator Sarbanes. Of 1995? 

Mr. Gearan. Of 1995, yes. 

Senator Sarbanes. As of August 1995, this Committee had only 
requested documents related to the White House-Treasury contacts 
and Foster’s office. Now in response to that request, you provided 
material; is that correct? 

Mr. Gearan. I did, Senator. 

Senator SARBANES. Now the material that is being provided goes 
beyond that request. It responds to subsequent requests; is that not 
the case? 

Mr. Gearan. That’s my understanding, yes, Senator. 

Senator Sarbanes. On that point, because of this inadvertent 
transfer of these documents, they weren’t provided until January, 
although the request for them was prior to that, but the request 
for them was subsequent to the dates that are being referred to 
here this morning. Is that not the case? 

Mr. Gearan. That’s correct, Senator. 

Senator Sarbanes. Well, now, I don’t see how, Mr. Chairman, we 
can assault this witness for withholding documents. 

The Chairman. We will attempt to make that — what our concern 
is. We are out of time. 

Senator Sarbanes. I want to underscore the 

The Chairman. If you want a response now, I’ll ask Mr. Chertoff. 

Senator Sarbanes. I’m happy to have you do it on your time. 
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The Chairman. If you want a response, we will respond on our 
time or respond to the question now, because it goes even further. 

Senator Sarbanes. But as of August 1995, this Committee had 
only requested documents related to the White House-Treasury 
contacts and to Foster’s office. Mr. Gearan had provided those doc- 
uments. He had responded to that request. Subsequent, additional 
requests were made. We now have these documents and the re- 
sponse to that ran into this problem of the documents being moved 
over to the Peace Corps, which I take it when you discovered that, 
you regretted that happened? 

Mr. Gearan. Very deeply. 

Senator Dodd. That same point, Senator Hatch had it right this 
morning when he began his round of questioning, he commended 
you for the promptness in which these documents were turned 
over. I recall when documents ended up in a shredding machine in 
this town. I remember when documents and information, because 
someone stuck their foot on a recording pedal, were lost for a num- 
ber of minutes. I remember when ashtrays were being used to han- 
dle documents. 

Here we have people who find documents and turn them over 
and explain what happened and you move from the White House 
to the Peace Corps, very understandable. Common sense would in- 
dicate those things do happen. Senator Hatch has it right. It is per- 
fectly legitimate to go over the notes and talk about what was 
meant by language and so forth in those notes. But the implication 
somehow that this witness is obstructing justice in the context of 
what we have seen happen in this town on previous occasions is 
ludicrous. That’s our point we are trying to make here. What is the 
point of all of this? We are trying to create a fire where none exists, 
in a sense. 

Senator SARBANES. Mr. Gearan, let me ask you this question: 
When you had this discussion about the naming of an Independent 
Counsel and the reviewing of past Independent Counsels, I under- 
stand that took place in this meeting; is that correct? 

Mr. Gearan. Yes, sir. 

Senator Sarbanes. In this discussion, did this quote that Senator 
Dole’s made in the St. Louis Post Dispatch of January 9, 1989, 
where he said: 

I say let’s get on with it. The whole Independent Counsel theory ought to be re- 
viewed by Congress. They seem to have an unending license to do somebody in. 

Was that raised in that meeting? 

Mr. Gearan. I don’t recall it, Senator. There was discussion 
about a similar point. 

Senator Sarbanes. Let me ask you this question. Did it come up, 
this statement by Senator Dole on August 7, 1992: 

In far too many instances, the investigations conducted by Independent Counsels 
have turned out to be partisan political fishing expeditions, expeditions which have 
accomplished nothing more than wasting millions of tax dollars. 

Did that come up? 

Mr. Gearan. I don’t recall that, Senator, no. 

Senator Sarbanes. How about a statement he made in The Los 
Angeles Times on December 27, 1992: 
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Lawrence Walsh is completely out of control. Now, he wants to turn his 6 years 
of incompetence into a personal vendetta against President Bush. There is only one 
final act for Mr. Walsh. Immediate resignation. 

Did that come up? 

Mr. Gearan. I don’t believe so, Senator. 

Senator Sarbanes. How about the testimony that he gave to the 
Senate — this is Senator Dole now, to the Senate Governmental Af- 
fairs Committee in which he said: 

The statute places no limits on the amount of time and money an Independent 
Counsel can spend on his target, nor does it monitor the motives behind the Coun- 
sel’s actions. It has allowed someone like Lawrence Walsh to go down every blind 
alley pursuing more conspiracy theories than Oliver Stone. 

In your review of the history of Independent Counsels, did this 
statement of Senator Dole’s come up? Do you recall? 

Mr. Gearan. I don’t recall that, Senator. 

Senator Sarbanes. You don’t recall any of these. Actually, you- 
all missed an important dimension, it seems to me, in your discus- 
sion of the situation with respect to an Independent Counsel that 
you didn’t have of these statements by Senator Dole with respect 
to the Independent Counsel made over quite a period of time and 
some of them extremely strong. But that was a missing dimension. 
That would have been an important dimension to have in your con- 
versations, would it not? 

Mr. Gearan. I think it would have added to the discussion. 

Mr. Ben-Veniste. Mr. Gearan, let me turn back to, since there 
have been such extended discussion about the “bad guy” descrip- 
tion of Mr. Carver, would you turn to your notes at page 579. Un- 
derneath the line where it says, “Alan Carver at DOJ — bad guy.” 
And I don’t mean to imply that Mr. Carver did anything untoward 
or improper in connection with his investigation, he has testified 
before this Committee, I think quite forthrightly and candidly, as 
have several career Department of Justice attorneys who have all 
testified to their involvement in the early stages of this investiga- 
tion. But underneath that reference, it says, “When Kendall called, 
when he called on speakerphone were two FBI agents and Jim 
Nixon.” Does that indicate to you that the reason for that reference 
is that Mr. Carver did not disclose the fact that the two FBI agents 
were monitoring the call? 

Mr. Gearan. That could be a fair reading of it. I don’t recall it 
specifically. 

Mr. Ben-Veniste. Do you have a specific recollection? 

Mr. Gearan. Of? 

Mr. Ben-Veniste. Of the context in which this comment was 
made about Kendall and the speakerphone. 

Mr. Gearan. Beyond this, no, no, sir. 

Mr. Ben-Veniste. Let me go to the issue that Senator Dodd 
raised about the question of the accuracy of your prior testimony. 
Now the contact that you received from the Gerth call, your notes 
are undated; is that correct? 

Mr. Gearan. That’s correct. 

Mr. Ben-Veniste. When were the stories actually written in re- 
lation to the time Mr. Gerth contacted the White House providing 
the White House with information and requesting its reaction? 
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Mr. Gearan. My best recollection is the end of October, the be- 
ginning of November. 

Mr. Ben-Veniste. And that would have been subsequent to the 
time that you were asked about? 

Mr. Gearan. Correct. 

Mr. Ben-Veniste. You were asked about October 14th; correct? 

Mr. Gearan. I was asked 

Mr. Ben-Veniste. In your testimony. 

Mr. Gearan. Yes, I was asked about the 14th, correct. 

Mr. Ben-Veniste. So that, in your mind, you associated the con- 
tact as having occurred later? 

Mr. Gearan. The Gerth meeting? 

Mr. Ben-Veniste. Yes. 

Mr. Gearan. I would have, but I recognized that the dates indi- 
cate otherwise. 

Mr. Ben-Veniste. Now to follow up on Senator Dodd’s question, 
what possible motive might you have to mislead this Committee, 
if you indeed had a recollection? Was there some reason to cover 
up the fact that Mr. Gerth had called the White House? 

Mr. Gearan. No. 

Mr. Ben-Veniste. That was well known, was it not? 

Mr. Gearan. That he had called? I don’t know how well-known 
it was. I certainly had no motive not to accurately represent that 
conversation. 

Mr. Ben-Veniste. I have to say, from my point of view, I don’t 
see that there could have been any motive to mislead because of 
the significance of this information. Maybe somebody will point 
that out. 

In terms of the notes that you have provided, let’s go back to the 
substance of them so that we can at least address what is in there. 
On 575, you are talking again about Beverly Bassett. Do you see 
under point 5? 

Mr. Gearan. Yes. 

Mr. Ben-Veniste. Why don’t you read that. 

Mr. Gearan. Number 5, “PB,” which I would read to be Paul 
Begala, “Bruce Lindsey, Waldman to Arkansas to meet with Bev- 
erly Bassett, try to poke holes in their story.” 

Mr. Ben-Veniste. First of all, do you have any reason to believe 
that either of those three individuals went to Arkansas or met with 
Beverly Bassett? 

Mr. Gearan. No, I do not. 

Mr. BEN-VENISTE. Now, “try to poke holes in their story,” who is 
the “their” that you are referring to? 

Mr. Gearan. I guess those would be alleging that there was pre- 
ferred treatment for Madison Guaranty. 

Mr. Ben-Veniste. Then underneath that, it read 

Mr. Gearan. “Try to get independent validation from securities 
attorney, search of Arkansas regulation.” 

Mr. Ben-Veniste. Was it considered to be important to the issue 
again of whether there was some impropriety, some favoritism 
shown by Ms. Bassett, to have Ms. Bassett come forward and again 
repeat her truthful story with respect to what occurred back in Ar- 
kansas in 1985 and 1986? 
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Mr. Gearan. Yes. I think this reflects the effort of that period 
of time to, in my notes, get an independent validation from a secu- 
rities attorney that what she did was correct and then a search of 
Arkansas regulation to ensure that, in fact, what she did was the 
appropriate and the right thing to do. 

Mr. Ben-Veniste. Mr. Chairman, we will cede back the remain- 
der of our time. 

The Chairman. You have gone over these notes for a period of 
time now; right? 

Mr. Gearan. Mr. Chairman, I was asked to come last Thursday, 
and I had my deposition Monday night. 

The Chairman. But you have had these notes since January 
31st; is that right? 

Mr. Gearan. No, and I have not reviewed them. I just reviewed 
them since 

The Chairman. You haven’t reviewed them? 

Mr. Gearan. Since I was notified last week that I would be in- 
vited for a deposition. 

The Chairman. Let me ask you to look at the second page of 
your notes of January 7, 1994. It is S 20576. Going down to Roman 
numeral III. 

Mr. Gearan. I’m not sure — I think that is HI, Harold Ickes. Is 
that what you are referring to? That is not a III, that is HI. 

The Chairman. It is? Well, I am looking at “Whitewater 1/7/94.” 
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S 20575. 

Mr. Gearan. OK. Number 3? 

The Chairman. Number 3. Who is saying this? 

Mr. Gearan. My notes don’t reflect who is saying this, and I 
don’t recall. 

The Chairman. Read it. 

Mr. Gearan. Number 3, “We cannot affect the scope of the pros- 
ecutor. Politically — fewer questions to lesser the exposure.” 

The Chairman. So there was concern over the scope of the Spe- 
cial Prosecutor? 

Mr. Gearan. I think there was, as the other notes state, that 
there was concern for the range of time and the frequent nature 
and past history of other Special Counsels that have digressed from 
their original work. 

The Chairman. Now, Mr. Gearan, listen to me closely. Wasn’t 
there also discussion about the Attorney General with respect to 
the appointment of a Special Prosecutor? 

Mr. Gearan. Mr. Chairman, there was, as my notes reflect, a 
conversation that if the Attorney General got, I think, out front of 
the White House on calling for a Special Counsel. Beyond that, I 
don’t recall any. 

The Chairman. Go to the next page, down to where it says, “HI.” 

Mr. Gearan. Yes, Senator. 

The Chairman. You want to read that? 

Mr. Gearan. Yes, Senator. 

The Chairman. “HI” is Mr. Ickes, and you record him having 
said this; correct? 

Mr. Gearan. Yes, that is correct. “Special Counsel — three major 
problems. One, HRC,” Mrs. Clinton, “adamantly opposed. Two, 
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Reno has shut the door. Three, if we ask it looks like we have 
ducked.” 

The Chairman. Let’s go to number 2. What does that mean? 

Mr. Gearan. I would read that to mean that the Attorney Gen- 
eral would make up her own mind about the Independent Counsel. 

The Chairman. Read it again, number 2. 

Mr. Gearan. “Reno has shut the door.” 

The Chairman. “Reno has shut the door.” Now tell me what you 
possibly could have meant? We also have notes of the Deputy — and 
we will give them to you so that when we take a break you can 
reflect on them because we are going to touch on this — Mr. Altman 
reflecting his conversations with the Deputy Chief of Staff, Maggie 
Williams, also I’m summing it up, but we will put it on the Elmo, 
concerning their attempt to deal with the question of scope with 
the Attorney General and how they were rebuffed. 

Here is Mr. Ickes at the meeting saying, “One, Hillary Rodham 
Clinton adamantly opposed.” The Deputy Secretary of the Treasury 
indicates the same in his notes. He says that you can forget about 
everything unless this thing is handled; and number 2, at this 
meeting, you are there, what does it say? Read it, number 2? 

Mr. Gearan. “Reno has shut the door.” 

The Chairman. Now what are we to believe? What did you mean 
by that? “Reno has shut the door”? What did she shut the door on? 

Mr. Gearan. Senator, as I said, these are Mr. Ickes’ remarks. 

The Chairman. I understand, but you are an intelligent person, 
do you believe that you are being candid? What did Mr. Ickes mean 
by that? 

Mr. Gearan. Senator, I can’t go too far beyond this, because I do 
not have a detailed recollection. 

The Chairman. What did you understand it to mean? Did any- 
body attempt to negotiate the scope with the Attorney General and 
she shut the door? Come on. We are not in an isolation booth. 
What happened? 

Mr. Gearan. Senator, I do not understand it to mean anything 
like that, nor do I recall any conversation 

The Chairman. What is a reasonable interpretation? You wrote 
this note. You listed three major problems. WTiat does it say, “Spe- 
cial Counsel 

Mr. Gearan. “Three major problems.” 

The Chairman. Then you took the time to enunciate them. Num- 
ber 1 is what? 

Mr. Gearan. “HRC adamantly opposed.” 

The Chairman. What does that mean? 

Mr. Gearan. That Mrs. Clinton was opposed to a call for a Spe- 
cial Counsel. 

The Chairman. To the appointment of a Special Counsel? 

Mr. Gearan. That has previously been noted, yes. 

The Chairman. There were discussions about this. As a matter 
of fact, later your notes mention the fact that the suggestion was 
raised that various people speak to the First Lady; is that true? 

Mr. Gearan. There were suggestions that different Washington 
attorneys would get together in one instance and then later to 
speak with Mrs. Clinton. 
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The Chairman. About persuading her to change her mind, isn’t 
that true? 

Mr. Gearan. To talk about the Independent Counsel, yes. 

The Chairman. Yes, right. So this was important and had been 
noted before? 

Mr. Gearan. Mr. Chairman 

The Chairman. Because before you made a flip remark about 
how husbands and wives have disagreements. But, this wasn’t just 
petty disagreement. You even noted, and you must remember this, 
that even the President couldn’t speak to Mrs. Clinton, about the 
question of the appointment of a Special Counsel, isn’t that true? 

Mr. Gearan. To reopen whether or not we should have it. I did 
not mean to be flip, Senator. 

The Chairman. I understand. Let’s go back. Even the President 
couldn’t get Mrs. Clinton to change her mind on her opposition to 
the appointment of a Special Counsel; is that true? 

Mr. Gearan. Well, my notes from that meeting I would read it 
“try to reopen it” 

The Chairman. I know this is in your notes. But, what do you 
recall about that? 

Mr. Gearan. I recall that week that the President and Mrs. Clin- 
ton opposed the appointment of a Special Counsel at that point. My 
notes 

The Chairman. Specifically, it says even the President couldn’t 
get the First Lady to change her mind. Isn’t there some other con- 
versation when you talk about the Secretary of State possibly 
speaking to her? 

Mr. Gearan. That’s in my notes, sir, and Bob Barnett. 

The Chairman. Bob Barnett. This matter was pretty important, 
wasn’t it? 

Mr. Gearan. I think everyone understood there were calls to an 
Independent Counsel and editorials from Capitol Hill. 

The Chairman. You couldn’t get Mrs. Clinton to agree. It was 
important because you even thought about having the Secretary of 
State intervene because the President couldn’t do anything. Isn’t 
that true? 

Mr. Gearan. I would like to answer, Senator. There were pre- 
vious references to bringing in the best counsel of other attorneys, 
which was solicited. Mr. Gergen references it I believe on that 
page, to bring in Washington attorneys to talk about whether or 
not we should have an Independent Counsel. 

The Chairman. Well, we understand that. We are talking about 
the First Lady’s adamant opposition and the possibility of having 
other people speak to her because the President couldn’t. Let’s 
move on. Number 2, after the discussion about the Independent 
Counsel, the second question concerns the Attorney General. What 
did Mr. Ickes say? 

Mr. Gearan. Number 2, “Reno has shut the door.” 

The Chairman. Who said that? 

Mr. Gearan. I would read that as Mr. Ickes. 

The Chairman. In connection with what? Discussing whether an 
Independent Counsel would be appointed? And the scope of the in- 
quiry? 

Mr. Gearan. I don’t recall, Senator. 
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The Chairman. You don’t recall one of the most important as- 
pects of the meeting even when you took the time to note three 
major problems, number 1, the question of the First Lady; number 
2, “Reno has shut the door.” What did she shut the door on? What 
does it commonly mean when somebody shuts the door? 

Senator Dodd. He has answered the question. I understand your 
point. But it has been 2 years since this conversation took place. 
It was in January 1994. Even when you keep notes and I realize 
it is important, but the idea of somebody to go back and absolutely 
recall exactly what was said, he has given his best interpretation 
of it and the Committee has to move on. Just keeping at it, in all 
fairness to our witness here. 

The Chairman. In all fairness to our witness we wanted to give 
him an opportunity to be more forthcoming. I hoped that you would 
be more responsive because reasonable people, I believe, have a dif- 
ficult time 


Senator Dodd. Mr. Chairman, as you know, though, what hap- 
pens is a week later on the 12th of January the President calls for 
the establishment of Independent Counsel. We can’t avoid that 
fact. Seven days later, despite these notes, the President calls for 
one, and a week later — that is important. 

The Chairman. We are attempting to find out what took place. 
You are going to find out later that people do certain things and 
take certain action, and I believe that this Committee has been and 
was entitled to more information from a variety of sources and peo- 
ple. And it is only through this almost painstaking process that we 
have begun to receive some of this information that the American 
people and the Independent Counsel have a right to know. 

Mr. Chertoff. 

Mr. Chertoff. Mr. Gearan, it is just perfectly clear if you add 
your notes, even if you don’t want to go beyond your notes which 
at times apparently you don’t want to do, if you go to your notes 
of the meeting of the 5th of January, you see Mr. Nussbaum com- 
plaining about an outside counsel as not being subject to control. 

Then you get to this day on the 7th, 2 days later and you hear 
that Reno has shut the door, and then totally independently we 
have the diary where Roger Altman, who, as you will recall, ulti- 
mately had to resign his position as Deputy Treasury Secretary 
and who was criticized for whether he was fully forthcoming with 
the Committee in 1994, Altman totally independently becomes 
aware of the fact from Maggie Williams that the White House was 
trying to negotiate the scope of an Independent Counsel with Reno 
and having enormous difficulty. 

So when you look at these together, what they add up to is that 
shutting the door means that the Attorney General wouldn’t have 
any part in any negotiations over the scope of the Independent 
Counsel. Now, I take it you understood in the last analysis, Mr. 
Gearan, and it comes up again and again in the notes, that if the 
Attorney General decided in her independent judgment to appoint 
an Independent Counsel, she would do it; right? 

Mr. Gearan. Right. 

Mr. Chertoff. Nevertheless, there was a lot of time spent in the 
White House thinking about the position to take on this; right? 

Mr. Gearan. On the position of the President, correct. 
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Mr. CHERTOFF. There was concern about the fact that Ms. Reno 
shut the door, because that was identified by Mr. Ickes as a “major 
problem.” Is that right? 

Mr. Gearan. That’s what my notes reflect. 

Mr. CHERTOFF. To get back to the issue of Mr. Carver so that we 
can put the whole picture in context, the concern didn’t merely re- 
late to the Independent Counsel. There was concern even about the 
career prosecutors, because I am struck by the fact of the use of 
the term “bad.” You see when Mr. Nussbaum talks about the bad 
guy, the bad prosecutor, he is talking about the guy who smells 
corruption and can show some things about the people around the 
principal. When we get to Mr. Carver, Mr. Ickes talks about Mr. 
Carver at DOJ as a “bad guy.” “These guys are F — ing us blue.” 
Mr. Gearan, you are not going to suggest to us that Mr. Ickes was 
expressing his delight over the independence and toughness being 
exhibited by the Department of Justice? 

Mr. Gearan. No. 

Mr. CHERTOFF. He was angry because he felt that they were 
“F — ing us blue.” He was angry because he felt that they were too 
independent for the White House; right? 

Mr. Gearan. Well, I don’t know if you would describe it that way 
or not. 

Mr. CHERTOFF. You were in the meeting; right? 

Mr. Gearan. Uh-huh. 

Mr. CHERTOFF. You took notes about it? 

Mr. Gearan. I did. 

Mr. CHERTOFF. I assume that all of your notes were taken down 
accurately, to the best of your ability? 

Mr. Gearan. The best of my ability, yes, sir. 

Mr. Chertoff. So that when we have Mr. Ickes in, we will be 
able to rely upon these, to the best of your ability, as accurate ren- 
ditions of what occurred? 

Mr. Gearan. To the best of my ability. 

Mr. Chertoff. That’s why I am fascinated with the “bad guy” 
being the independent prosecutor, where he says in December and 
January of 1993 and 1994, as the record in this hearing amply 
demonstrates, what was happening was first Mackay and then the 
Independent Counsel were trying to reach a deal with Hale. You 
knew what Hale had to say because you heard about it from Gerth; 
is that right? 

Mr. Gearan. I sat in on the Gerth meeting, yes, I heard from Mr. 
Gerth. 

Mr. Chertoff. He was trying to get documents or he had ob- 
tained documents from the White House about Whitewater; right? 
That’s what the prosecutors were trying to do; right? 

Mr. Gearan. Could you repeat that, Mr. Chertoff? 

Mr. Chertoff. The prosecutors, first at Justice and then the 
A Independent Counsel were obtaining and seeking to obtain docu- 
ijj ments about Whitewater and Madison; right? 

Mr. Gearan. I believe that’s correct that DOJ prosecutors were 
obtaining documents. 

Mr. Chertoff. So, what was there about this process of first a 
career prosecutor and then an Independent Counsel trying to deal 
with David Hale and trying to look into the issue of Madison and 
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Whitewater? What was it in your understanding that caused Mr. 
Ickes to say he is “F — ing us blue”? You see my point? 

My point is that the opinion is being expressed by Mr. Ickes here 
and you were in the meeting, so you must have had some common 
understanding of what is being discussed is that the fact that the 
Independent Counsel is out there — rather, the career prosecutor is 
out there trying to do a job of getting information about White- 
water and Madison, of trying to strike a deal with Hale, that some- 
one — this isn’t regarded really as someone doing their work, but it 
is regarded as “F — ing us,” meaning the White House, in some way 
that angers the speaker. Now what was the discussion here? 

Mr. Gearan. Well, beyond what I have already testified, Mr. 
Chertoff, I believe the discussion was Mr. Ickes expressing in ad- 
mittedly this colorful language his view that the ongoing investiga- 
tion at the Department of Justice, given this, didn’t evidence the 
fact that we were being treated in any way or that the Clintons 
were being treated in any way lightly. 

Mr. Chertoff. Was he approving of this or was he disapproving? 
Are the words they are “F — ing us blue” words of approval? 

Mr. Gearan. I think that they are evidence of in a colorful way 
really 

Senator Dodd. Let’s not have an analysis. We can go back in the 
English dictionary here. Is this really necessary? Can we move on? 

The Chairman. I think in fairness, Senator, if the witness would 
be a little more responsive, because if the witness won’t even con- 
cede something as obvious as that Mr. Ickes, who was Deputy 
Chief of Staff was expressing extreme displeasure — at the very 
least, wouldn’t you say that? They were angry, they were annoyed 
about what the Justice Department was doing. We cannot 

Senator Dodd. Surprise, surprise. 

The Chairman. We cannot get the witness who says he is going 
to testify truthfully to concede that. If it is something he wants to 
argue over, let him argue and tell us his understanding of 

Senator Dodd. He has given you his best recollection. The Chair 
doesn’t like it. I understand that, but that’s his recollection. 

The Chairman. Wait. 

Senator Dodd. Counsel has a bizarre fascination with the lan- 
guage of this memo. 

The Chairman. The fascination is that it was brought up, it is 
a strong term, so adamantly conveyed that he took it down ver- 
batim and then when he is asked what that means, he is not re- 
sponsive. 

Senator Dodd. Mr. Chairman, each Member can have their own 
interpretation of an answer. I understand that. But he has an- 
swered to his best recollection. 

The Chairman. Amd do you feel comfortable, Senator, with that 
answer? 

Senator Dodd. I accept that answer. Two and a half years ago, 
to have people go back, it is his best recollection. We go back a 
week, 2 weeks, a month ago and recall meetings that we are in- 
volved in all the time. Obviously this was a big story, a lot of press 
inquiries, a lot of questions about the Independent Counsel, a lot 
of editorial comment. Here is the Communications Director. He has 
to answer these questions in a sense. That’s what the meeting is 
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all about. How is any politician in this town surprised about a 
meeting like this going on? My gosh, when they go on in offices we 
get less than that, a critical story written in your hometown news- 
paper, you convene half your staff to talk about it. We are treating 
this as some bizarre, unique experience. 

The Chairman. We are going to come back, obviously, to this. 
Since we have gone over our time, I will give the Minority the op- 
tion of continuing or breaking and starting with you. Take what- 
ever time you want and then we will break. If you haven't used all 
your time, we will start with you when we come back. We will take 
an hour break for lunch and when we return I hope that we have 
calmed down. Depending on when the Minority ends, we will take 
an hour break. 

Senator Sarbanes. 

Senator Sarbanes. Mr. Chairman, just let me make this observa- 
tion. I think if your attorney called someone in the Justice Depart- 
ment and while he was on the speakerphone they put on two FBI 
agents and a prosecutor, you might make a comment like the one 
that is contained in these notes. 

Senator Dodd. I suspect he might have been a little stronger. 

Senator Sarbanes. “When Kendall called, when he called on 
speakerphone were two FBI agents and Jim Nixon.” Now it may 
not bother Mr. Chertoff as a former prosecutor, but I think it would 
bother most people that they make a phone call and they have two 
FBI agents and a prosecutor on the speakerphone with them. 

Now let me ask you, Mr. Gearan, it wasn't any secret that Mrs. 
Clinton was opposed to the appointment of a Special Counsel. First 
of all, let me clarify this. At the time there was no Independent 
Counsel law; is that correct? 

Mr. Gearan. That's my understanding. 

Senator Sarbanes. Do you recall that? 

Mr. Gearan. That’s my understanding. 

Senator Sarbanes. In fact, there was an issue in the Congress 
about whether to reenact an Independent Counsel law? 

Mr. Gearan. Right. 

Senator SARBANES. There was considerable difference about that. 
I quoted what Senator Dole said when he went before the Senate 
Committee that was holding hearings on the Independent Counsel 
law, he says: “The statute placed no limits on the amount of time 
and money an Independent Counsel can spend on his target, nor 
does it monitor the motives behind a Counsel's action. It has al- 
lowed someone like Lawrence Walsh to go down every blind alley 
pursuing more conspiracy theories than Oliver Stone.” He also said 
in another quote: “Lawrence Walsh is completely out of control.” 

I could go on at great length with these quotes. Senator Cochran 
said: “Independent Counsels have too much power and too little ac- 
countability. They are beyond the reach of anybody, any power on 
earth.” So, this issue of the Independent Counsel and then the sep- 
arate issue of the Special Counsel which is named by the Attorney 
General, correct. 

Mr. Gearan. Correct. 

Senator Sarbanes. That was the only issue at the time because 
there was no availability of an Independent Counsel since the stat- 
ute had expired? 
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Mr. Gearan. That’s correct. 

Senator Sarbanes. Now, I take it Mrs. Clinton’s opposition to ap- 
pointing a Special Counsel was that no wrongdoing had been 
shown and therefore the threshold for doing this had not been 
crossed; is that the case? 

Mr. Gearan. Yes. That was certainly my understanding of her 
view, that there was no wrongdoing and that if every time there 
was a chance that there be a Special Counsel, that this was quite 
a precedent that would be established. 

Senator Sarbanes. In fact, you have somewhere else in here in 
your notes where someone says, well, this is really a matter of 
principle, because politically we are paying a cost for this or taking 
a hit on it. I don’t remember exactly what the language was. 

Mr. Gearan. That it was a matter of principle and admittedly 
bad politics, that given the drumbeat at the time, given the sizable 
press questions, given the editorial writings that were existing dur- 
ing this period of time, that it certainly might have been bad poli- 
tics. But as my notes reflect, it was a matter of principle for the 
President and Mrs. Clinton. 

Senator Sarbanes. Let me turn to the “Reno has shut the door,” 
because I want to try to get some context to that one. My under- 
standing at the time was that the Attorney General didn’t want to 
name a Special Counsel; she wanted the Independent Counsel law 
passed and have that apply. 

But there is a newspaper article of January 7, 1994, that says: 

For weeks Reno has said that in the absence of the new law, it would be pointless 
for her to name a Special Counsel because such a person would not be viewed as 
truly independent. The Counsel would report to her and she would be responsible 
for the case. In the current state of the law with respect to the Whitewater case, 
“I am going to be damned if I do and damned if I don’t,” Reno said at her weekly 
news conference yesterday. 

Now in fact, there was a lot of newspaper speculation and var- 
ious sorts of pressures for the appointment of a Special Counsel. 
But at this point, as I understand it, Reno was expressing her mis- 
givings about doing so. In fact, there is another article that says: 

Justice Department spokesman Carl Stem said that Reno, who has urged the res- 
toration of an Independent Counsel law, saw no purpose in appointing a Special 
Counsel herself. Anyone she appoints, the prosecutors would be under her super- 
vision and influence, Stem said. To take the case away from the career prosecutors 
would be to create the very kinds of perceptions that she and Congressman Leach 
are trying to avoid. 




Namely, a perception that the career people couldn’t do the job. 

So you have tried to recollect back about the meaning of “Reno 
has shut the door” in a statement that says, “Special Counsel, 
three major problems, One, HRC adamantly opposed,” which every- 
one knew, it was public knowledge at the time. “Two, Reno has 
shut the door.” At that time, the Attorney General was expressing 
her doubts and reservations about appointing a Special Counsel. 
Do you recall that? I guess not. 

Mr. Gearan. Now that you have refreshed me with that, Sen- 
ator, having prepared for this within the week, I have not had a 
chance to go through all the press clippings for that period that 
might have shed more light on it for me, for the purposes of this 
testimony, but I’m aware of those articles now that you read them. 


face 

lb 

tionjj 

#tk 

Hr. 

h 


mi 


1763 


Senator Sarbanes. This is part of the context. I think we have 
to view it in that light. Now eventually, of course, Ms. Reno did — 
I think the President first decided that a Special Counsel should 
be asked for? 

Mr. Gearan. That’s correct. 

Senator SARBANES. Do you recall when that 

Mr. Gearan. I guess, I’m told the date is January 12th. 

Senator Sarbanes. January 12th. 

Mr. Ben-Veniste. January 12th. 

Senator SARBANES. Then on the 20th, I think she went ahead 
and named a Special Counsel. That’s when she named Mr. Fiske, 
who, of course, was highly praised. In fact, our own Chairman said: 

Fiske is a man of unflinching and uncompromising integrity. I think he is the 
kind of person who will bring out the truth for the American people so there will 
be no question as to the thoroughness and objectivity of this investigation. 


Mr. Ben-Veniste. Just to continue, exactly what Attorney Gen- 
eral Reno had feared when she had initially closed the door, that 
is, that whoever she picked, no matter whether he had the reputa- 
tion of Bob Fiske, who has an outstanding reputation in the United 
States and has received the praise of Senators from this Committee 
and is a leader in the Bar in New York and was the U.S. Attorney 
in the Southern District of New York prior to his appointment as 
Special Counsel. Nevertheless, exactly what Ms. Reno said would 
come true did, in fact, come true. When the Independent Counsel 
statute passed, Mr. Fiske was removed, and the argument given 
was how could he be objective if he was appointed by the Attorney 
General. 

So, Mr. Starr was substituted in his place. Doesn’t that give fla- 
vor and context to this statement about “Ms. Reno has shut the 
door”? All of the statements that she had made prior to January 
5th and 6th, and we have read you the contemporaneous statement 
of the 7th and going back to December, Carl Stern’s statement on 
behalf of the Justice Department, doesn’t that put into context the 
discussion about why this would be an argument against an Inde- 
pendent Counsel, “Ms. Reno had shut the door”? 

Mr. Gearan. I think that is helpful. If I had had the opportunity, 
as I said, to review more of this period of time through the context 
of news clips and materials, it would have been refreshed. I cer- 
tainly can recollect the dilemma that she expressed at the time, 
that either way, depending on what her decision was, she would 
face that charge. 

Mr. Ben-Veniste. Now to try to go forward with a line of ques- 
tioning that Mr. Chertoff has put forward, I guess the implication 
is that no matter what you did, no matter who was investigating, 
Mr. Chertoff wouldn’t be happy with that because somebody at the 
White House wouldn’t be entirely pleased with whatever that in- 
vestigative body was doing. You weren’t doing back flips and shout- 
ing yippee because the Department of Justice was now coming in 
and interviewing White House personnel. That was disruptive, no- 
body liked that. If you had your druthers, that would not be on the 
top of the list of things you wanted to do that day, interviewed by 
the FBI. 

Mr. Gearan. I think that is a fair statement. 


Mr. Ben-Veniste. At this meeting, this is what they were saying, 
that Reno had opposed the appointment of Independent Counsel. 
There was no Independent Counsel statute on the books because it 
expired, I guess, during the Republican Administration and they 
didn’t want to reauthorize one, and there was a great deal of dis- 
cussion because of the length of time that Mr. Walsh had gone on 
as Independent Counsel in the Iran-Contra matter. He spent, I 
think, $35 million and took 7 years and there was discussion about 
the history, a discussion about the advisability, and then a discus- 
sion about the independence of the career prosecutors who were 
handling the matter then. 

Mr. Gearan. That’s correct. 

Mr. Ben-Veniste. I think we would resume with whatever time 
we have. 

The Chairman. All right. I will note that you have 3 minutes, j 2 ; 
We will start with my colleagues on the Democratic side. We will 
take a break until 2:15 p.m. and then we will resume. 

[Whereupon, at 1:15 p.m., the hearing was recessed, to be recon- 21 
vened at 2:15 p.m. this same day.] 
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AFTERNOON SESSION 

The Chairman. The Committee will come to order. 

At the time that we broke for lunch the Minority still had 3 min- 
utes. I will ask them to put at least 5 minutes on the clock. We 
turn to Senator Sarbanes. 

Senator Sarbanes. Mr. Gearan, I want to return to this point 
that you were questioned about at some length about “Reno has 
shut the door” when you made this reference about three major 
problems with respect to getting a Special Counsel. Before the 
lunch break, I quoted from an article which suggested that Reno 
was actually against appointing a Special Counsel and therefore 
appointing a Special Counsel would be a major problem in the 
sense that she had appeared to shut the door to it. 

Over the luncheon break, I had a chance to review some other 
articles, and I don’t know whether you recall any of these. But The 
New York Times on January 13th, this was when the President 
asked Attorney General Reno to appoint a Special Counsel, and the 
article said this represented a change in position by the President 
and his wife, which is quite true and was known at the time. As 
we discussed earlier, they were against it, Mrs. Clinton, because 
she didn’t think any wrongdoing had occurred, which would be the 
basis for the appointment of the Special Counsel. This article say: 

Ms. Reno said tonight she would reluctantly comply with the President’s request. 
For weeks Ms. Reno has argued that any counsel she appointed would not appear 
to be entirely independent and that she would prefer to wait until Congress revived 
a law that would allow her to ask a court to choose a counsel. A bill to put the law 
back on the books is now in Congress. 

Now just by way of background on this, in The Washington Post 
on January 3rd, there was an article, and I’m just going to quote 
from it. It is referring to Senate Minority Leader Robert Dole: 

Appearing on NBC’s Meet the Press, Dole accused Reno of “dragging her feet” on 
appointment of an Independent Counsel. “It’s high time that she did what she 
knows she should do,” Dole said. 

Dole, angiy at a lengthy investigation of the Iran-Contra affair during the Reagan 
Administration, has led a GOP effort on Capitol Hill to block reinstatement of the 
post- Watergate law providing for court appointment of Independent Counsel to in- 
vestigate wrongdoing by high-level Government officials. 

Without the law, Dole said on Sunday, Reno could use her authority as Attorney 
General to appoint an outside counsel to handle the case, which is being inves- 
tigated by career Government employees. 

When a similar proposal was made by Representative Jim Leach, R-Iowa, Rank- 
ing Minority Member of the House Banking Committee, Justice Department spokes- 
man Carl Stem said anyone Reno appointed would be under her supervision and 
influence rather than serving independently by court appointment as the law in- 
tended. Unlike Dole, Reno supports restoration of the Independent Counsel law, 
which was approved late last year by the Senate and is slated for consideration this 
year by the House. 

This is in The New York Times on January 8th. The other was 
at the beginning of that week. That was in The Washington Post 
on January 3rd, the quote I just read. 

So, this reported an appearance on Meet the Press on Sunday, 
January 2nd. That’s the report that makes the point that when a 
similar proposal was made by Representative Leach, Ranking Mi- 
nority Member of the House Banking Committee, which had been 
done earlier, Justice Department spokesman Carl Stern said any- 
one Reno would appoint would be under her supervision and influ- 
ence. So, she had expressed that reservation. 
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Your first meeting here I think is January 4th, on these notes? 

Mr. Gearan. That’s what my notes are dated, yes. 

Senator Sarbanes. This other story says: 

Bob Dole, the Senate Minority Leader, again urged Attorney General Janet Reno 
to appoint an Independent Counsel. Ms. Reno said on Thursday that anyone she 
named would be vulnerable to accusations that they were not truly independent be- 
cause they owe their jobs to her and the Justice Department. 

And then Dole listed some names and said: 




If you appointed a Special Counsel person with reputation for integrity and com- 
petence, there will be no second guessing of the Special Counsel's investigation, Mr. 
Dole wrote to Ms. Reno. Through her spokesman, the Attorney General today reiter- 
ated her opposition to that approach. 

Having read all of this and knowing that this was the context in 
which you were operating at the time, it seems to me that this, 
your notes here are subject to the reasonable interpretation that in 
terms of appointing a Special Counsel that a perception is that the 
Attorney General didn’t want to do that, “Reno has shut the door.” 
Is that not a possible reasonable interpretation of those notes? 

Mr. Gearan. Senator, I think that is a possible interpretation. I 
have not had the benefit of reviewing the clips of the contacts in 
this time. I have tried, to this Committee, to testify accurately to 
what I recalled at the time. I cannot tell you that I have any more 
recollection — other than what I testified to. 

Senator Sarbanes. In the end, the President asked the Attorney 
General to appoint a Special Counsel; is that correct? 

Mr. Gearan. That’s correct. 

Senator Sarbanes. In The Times of January 13th they say: 

Ms. Reno said tonight that she would reluctantly comply with the President’s re- 
quest. For weeks Ms. Reno has argued that any counsel she appointed would not 
appear to be entirely independent and that she would prefer to wait until Congress 
revived a law that would allow her to ask a court to choose a counsel, a bill to put 
the law back on the books is now in Congress. 
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That law came along much later, as we know, and I take it at 
the time there was a tremendous amount of press uproar and in- 
quiry about this matter; is that correct? 

Mr. Gearan. There was a sizable amount, editorials, Congres- 
sional calls for an Independent or Special Counsel. As I testified, 
the drumbeat in the press was quite significant. 

Senator Sarbanes. Thank you very much. 
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OPENING COMMENTS OF SENATOR LAUCH FAIRCLOTH 

Senator FAIRCLOTH. Mr. Gearan, before the Committee starts, I 
just want to say something, and I might be alone in this, but I 
don’t think I am. We have gone through dates and zigs and zags 
and who did and who didn’t. But the truth of it is I am disturbed 
about the delay in getting the documents and the redactions. Now 
this week, 14 days before these hearings were supposed to end, we 
come up with 21 new pages of documents — brand-new and very 
pertinent. We had 3 pages of whatever last week. 

This is the type of thing that has gone on from the beginning 
here, from the very beginning. I have said it with similes or what- 
ever, that however you want to approach it, getting information out 
of the White House has just been pick, pick, pick, pick, pick and 
we finally get something. 
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I think that we need to revisit the scope of the document request. 
If somebody is having trouble telling us the truth and getting the 
document or dancing behind a gossamer facade that this didn’t 
come and that really wasn’t under it, then maybe we need to 
broaden the scope. 

But I think Mr. Chertoff and whoever, there is enough of this, 
and if we are going on with the hearings, we need to make the 
scope broad enough and the request clear enough that there isn’t 
anybody who can misunderstand what we are asking for and what 
we want. I am tired of 3 today, 21, a little of this, a little of that, 
and I think we need to change it. 

Mr. Gearan. Senator, if I might, to your point on the redactions, 
I don’t know if you wanted to cover that, Senator. My understand- 
ing, and I believe it is in my deposition, I think on page 82, my 
understanding is that the Republican and the Democratic Counsels 
have met on this. I would be happy to testify on any materials that 
this Committee has. My understanding is that has been worked out 
by your respective Counsels. 

Senator Faircloth. We ultimately work out everything. But 
when you were at the White House, you segregated your White- 
water documents in the summer of 1994 when the Committee 
began looking at these matters; is that correct? 

Mr. Gearan. Actually, Senator, I believe I started it when Mr. 
Fiske’s subpoena first started this process. 

Senator Faircloth. Who decided that the notes we have now 
were not relevant to the Committee? 

Mr. Gearan. At what 

Senator Faircloth. Who decided the notes we got? 

Mr. Gearan. My understanding, Senator, is the previous request 
1 for information, as Senator Sarbanes mentioned earlier, was notes 
regarding Treasury contacts and the death of Vincent Foster, the 
t| Deputy White House Counsel. 

Senator Faircloth. Let me ask you a question. Did you and your 
attorney or did Lloyd Cutler decide they were not relevant and 
s- should be held back? Who made the decision? 

Mr. Gearan. While I was at the White House, White House 
Counsel sent memoranda describing Congressional requests and 
subpoenas to me and responsive documents were provided to White 
House Counsel for their review and production. 

Senator FAIRCLOTH. Was Mr. Cutler involved in the review of 
| what should come out and what should not come out? 

1 Mr. Gearan. I don’t believe so. I am only aware from my own 
• part, Senator. I am not sure. 

)e j'l Senator FAIRCLOTH. Did you ever discuss the release of your doc- 
uments, your notes with Mr. Cutler? 

Mr. Gearan. No. It was my production responsibility. 

Senator Faircloth. In your presence, sir, did you ever hear the 
First Lady state that she did not want someone poking into 20 
years of public life? Did you ever hear her make that statement? 

Mr. Gearan. I don’t recall that, Senator. 

Senator Faircloth. Have you heard that she made the state- 
ment? Have you heard that she had made that statement, whether 
you heard it or not? 


Mr. Gearan. I guess it has a vague recollection. I don’t know if 
she said that at a press conference. I am not sure what you are 
referring to. 

Senator Faircloth. Well, I am really referring to what Maggie 
Williams said. Did you ever hear the First Lady say anything that 
the issue was paralyzing the White House and whether or not we 
had a Special Counsel, it was a major issue whether we got a Spe- 
cial Counsel or not and that it was paralyzing the White House. 
Did you ever hear such conversations? 

Mr. Gearan. Well, there was considerable discussion, Senator, 
the First week in January whether or not the President should call 
for a Special Counsel. It had been a significant issue in the press, 
as I mentioned, with two of the Nation’s leading newspapers edito- 
rializing. It was a very significant public issue, that’s correct. 

Senator Faircloth. Mr. Altman’s diary showed that Maggie Wil- 
liams said, “The White House was trying to negotiate the scope of 
the Independent Counsel with Ms. Reno and having enormous dif- 
ficulty.” All of the meetings and things we are hearing here suggest 
that this was a pretty accurate reflection of what was going on at 
the White House. My question is: Why was the White House in- 
volved in the scope? Why was it even being discussed whether a 
Special Counsel should be appointed? Wasn’t that the sole discre- 
tion of the Attorney General 

Mr. Gearan. Senator 

Senator Faircloth. — and not the White House? It is my under- 
standing that would have been the sole decision of Ms. Reno and 
not the White House. 

Mr. Gearan. Unless the President requested it, which he did. 
But Senator, I guess to be most responsive to your question, what 
we were dealing with in our meetings was how to handle the sig- 
nificant press interest and questioning that was associated with 
the calls for Independent Counsel, what would the White House re- 
sponse be, what was the White House effort at that point. 

As I have tried to testify, the meetings that week both took the 
terms of that internal debate as well as the strategy that the White 
House was going to do to produce chronologies and questions and 
answers and related information. 

Senator Faircloth. It seems that there was a total failure there 
to make the distinction between Ms. Reno’s authority to either ap- 
point or not appoint and the scope of what would be that you-all 
were discussing pretty freely, negotiating what would be and nego- 
tiating with Ms. Reno; is that right? 

Mr. Gearan. No, Senator. I never heard of any negotiations with 
the Attorney General in that regard. What we were discussing was 
what are the pros and cons of a Special Counsel and what would 
the White House response be. If we were not going — if the Presi- 
dent was not going to be calling for a Special Counsel, what would 
the reasons be that would be stated why the President did not feel 
a Special Counsel was warranted. 

Senator Faircloth. Did you ever hear anyone mention, Mr. 
Nussbaum especially, that he had talked to the Attorney General 
about the issue and the appointment of Special Counsel? 

Mr. Gearan. No, I do not recall that, Senator. 
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Senator FAIRCLOTH. Did anyone mention having talked to Webb 
Hubbell about it? 

Mr. Gearan. No, I do not recall that, Senator. 

Senator FAIRCLOTH. Did anyone go to Little Rock to visit Beverly 
Bassett Schaffer as a result of these meetings? It was discussed. 
Did you ever send anybody? 

Mr. Gearan. Not to my knowledge, Senator. 

Senator FAIRCLOTH. But you talked about sending somebody to 
talk to her? 

Mr. Gearan. My notes reflect there was a suggestion or a ref- 
erence to that, of someone going to Little Rock. 

Senator FAIRCLOTH. I guess my point is why would you even 
think about sending somebody to Little Rock to talk to Ms. Schaffer 
when Donald Mackay from the Justice Department was out there 
investigating the entire thing? Would that not have appeared a lit- 
tle strange to you, that while the Justice Department had people 
on the job that you were even thinking about sending somebody out 
to maybe change testimony or whatever with Ms. Schaffer? 

Mr. Gearan. First of all, Senator, I’m not sure whose suggestion 
that was. My notes don’t reflect it. But it was also dismissed, as 
my notes show, in Mr. Ickes’ reference. I guess what I could ex- 
plain to you is that there was a very significant interest on the 
part of the White House that if we were to state anything or rep- 
resent what Ms. Schaffer had previously said, that it would be 
paramount that we not misstate it. In order to get the facts 
straight, in order to get our ducks in a row about what was factu- 
ally the case on this matter, we needed the kind of information 
that the chronology and the study of Arkansas banking law and the 
suggestion on the independent panel of regulators was referencing, 
I believe. 

Senator FAIRCLOTH. But did anybody bring up the fact that if Mr. 
Ickes’ suggestion was followed and White House aides went to Lit- 
tle Rock to visit with Ms. Schaffer, that that could be considered 
an obstruction of justice? 

Mr. Gearan. Senator, I am not sure it was Mr. Ickes’ suggestion, 
just for clarification. But there was never any instance or sugges- 
tion that this would be for anything but to get the information 
available to the White House so we would not mislead the press 
in any of the materials we would put out. That was the context of 
the meetings, as best I recall. 

Senator FAIRCLOTH. Well, I remember a considerable time ago, in 
fact, it was before Whitewater became — it was just beginning to be 
heard about, and I mentioned to Ms. Reno that we were hearing 
a lot in the press and seeing a lot of things. I think she was before 
the Banking Committee at another hearing and I asked her, and 
she very quickly told me that she had the top people in the country 
from the Justice Department investigating it, and she would do a 
thorough investigation herself and no one else need be involved 
and the buck stopped with her. That was a considerable time ago, 
I think. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Mr. Gearan, let’s go back to this issue with Ms. 
Beverly Bassett Schaffer. You will agree with me that as of Janu- 
ary 7, 1994, you understood and everybody in that meeting, so far 
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as you were concerned, understood that there was an active Grand 
Jury investigation going on that touched upon Madison and White- 
water; correct? 

Mr. Gearan. Yes, that the Department of Justice was conducting 
that, yes. 

Mr. Chertoff. And in the context of the discussion on the 7th, 
there was a specific reference to boxes going to some prosecutorial 
authority; correct? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. There was discussion about the possibility of an 
Independent Counsel being appointed; correct? 

Mr. Gearan. Correct. 

Mr. Chertoff. Now bearing that in mind, the discussion then 
turned to Beverly Bassett Schaffer, and Mr. Ickes — this is on page 
S 20576 — says, “is so F — ing important.” Why was she so “F— ing 
important?” 

Mr. Gearan. Well, I guess I would say that because the center- 
piece of what an awful lot of the press interest was at that time 
and the issue was, as it is alluded to on the previous page, is that 
Madison Guaranty not getting special treatment is most important 
thing to prove next week. That was the issue in large part of what 
an awful lot of the stories were swirling around, as best I can re- 
call, for that period. Her comments that my understanding were 
previously in the press is that she had stated there was no pre- 
ferred treatment of Madison Guaranty. 

Mr. Chertoff. So before this meeting, you were already aware 
of public statements by her about this issue? 

Mr. Gearan. I suspect that I was aware that she had made those 
statements previously. I was not 

Mr. Chertoff. Didn’t Senator Dodd ask you about 2 hours ago 
and you answered yes, that you understood she had made some 
public statements earlier? 

Mr. Gearan. Yes, but I don’t present myself as an expert on all 
those statements that she had made during 1992. 

Mr. Chertoff. I don’t want you to be an expert on all her state- 
ments. I want to ask you directly and simply. As of this meeting 
did you understand that she had already made a public statement 
or public statements about this whole issue? 

Mr. Gearan. It was my understanding that she had said that 
there was no preferred treatment of Madison Guaranty. 

Mr. Chertoff. Where had she said it? 

Mr. Gearan. My understanding it was in the public domain. I 
don’t know what publication. 

Mr. Chertoff. But what additional information did you need 
from her? 

Mr. Gearan. Mr. Chertoff, it was an interest that we had, and 
again, I 

Mr. Chertoff. No, no, no. Please answer my question, not the 
question you want me to ask but my question. Given that she had 
made statements in the public domain, what did you need from 
her? What more information did you need? 

Mr. Gearan. We needed to make sure that everything I think as 
I have tried to say, is that everything, if we were to restate what 
Ms. Bassett Schaffer had said, that we would be accurate. 


1771 


Mr. Chertoff. Why couldn’t you just Xerox what she had said 
publicly and send it out? 

Mr. Gearan. That could have been one level. The second level 
was that we needed to make sure that whatever she did as a regu- 
lator, that was actually in accord with what should have been done. 

Mr. Chertoff. So there was discussion about what you would do 
if it turned out that it was not in accord with what should have 
been done? 

Mr. Gearan. No. I think it was just a discussion, as the notes 
reflect, that we should have clear in our minds based on other inde- 
pendent attorneys or experts in Arkansas banking law, that we are 
quite well aware of what was done so that there would be no mis- 
statement on the part of the White House. 

Mr. Chertoff. But that’s independent attorneys and other peo- 
ple. We are talking about why you have to go to her to get her 
statements when her statements have already been made in the 
public record. What more do you need to talk to her about? 

Mr. Gearan. Again, I don’t recall a protracted discussion on this 
other than the import of it was to make sure we would not mis- 
state Ms. Bassett Schaffer’s position. 

Mr. Chertoff. The import was if we “F this up, we are done.” 
That suggests it wasn’t really a casual aside but something that 
Mr. Ickes focused everybody’s attention on. 

Now, you understand you are dealing in the world of Grand Jury 
subpoenas where whatever your press concerns are, contacts with 
a potential witness are like radioactive. That is very serious busi- 
ness to talk to a witness when there is a Grand Jury investigation. 

Mr. Ben-Veniste. That is nonsense. 

Mr. Chertoff. What was the reason it was necessary to go to 
Beverly Bassett Schaffer to talk about what she would say when 
she had already said it publicly? 

Mr. Gearan. Again, Senator, the best as I can recall, it was to 
make sure that we would not misstate anything, and I would read 
this as what I think this means is if we would in any way mis- 
represent the facts in this, that once again, White House credibility 
would be at stake. 

Mr. Chertoff. I have one last question. 

The Chairman. We have gone over — I will ask the Minority to 
indulge me. One of our Members has a question and needs to leave. 
With that understanding, I would ask that we yield to Senator 
Faircloth. 

Senator Faircloth. Mr. Gearan, practically every answer we get 
is euphemised or polished, but very clearly from the notes, Mr. 
Ickes said — do you have a copy of that? 

Mr. Gearan. Yes. 

Senator Faircloth. This is not soft language. This is flat. “We 
can’t send PB, BL, or MW. It will come out.” If you are afraid 
something is going to come out, you aren’t dealing in a legitimate 
operation. I mean, there is no reason for it not to be out. “Item by 
item make sure her story is OK.” Now, he isn’t saying make sure 
it fits the press story. He is saying make sure it is OK, it fits what 
we want. 

Jack Quinn, the current White House Counsel, says, we must 
keep it at “arm’s length.” Who will we send, “Tisdale in Lindsey 
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firm. Skip, WH, pass. PB friend New York lawyer/’ In other words, 
who can we send out there and we won’t get caught. That is clearly 
the implication of this. When you knew that Mr. Mackay from the 
Justice Department was out there already investigating and had 
talked to Ms. Schaffer and had talked to these people and you-all 
were clearly planning to go out and that is nothing less than inter- 
fere with a Justice Department investigation. I don’t think any 
other inference can be made. 

Mr. Gearan. Senator, the best I can do is provide you with my 
best understanding of having been at the meeting, and I would 
read this as consonant with the time where we were trying to make 
sure there were network stories about the White House credibility 
and how we had handled this issue, that we make sure, item by 
item to make sure that the story, the facts that the White House 
was going to be presented was indeed accurate. 

That is my recollection, both of the substance, given that the 
strategy that the White House was going to embark upon, which 
was to have op ed pieces and chronologies and question and an- 
swers out there, that we make sure, that we do our very level best 
to make sure any information we were reporting or presenting to 
members of the press was accurate. 

Senator Faircloth. We will end this so the Minority can get on. 
But you were not talking about the press here. “PB, BL, MW, we 
can’t send them. It will come out.” If you were dealing with a legiti- 
mate, clean operation, why not let it come out? What difference 
does it make? You were merely trying to get the facts to the press. 
If that’s what you were after, why not send somebody, PB, BL, or 
MW, what difference does it make? Why did you have to keep it 
at arm’s length, as Mr. Quinn suggested? Why would you need a 
New York lawyer or a PB friend? Why not send PB and let PB go 
and get off the airplane and say this is what I am here for to make 
sure that the facts are straight? No, that’s not what you had in 
mind or you would have sent PB. 

I thank you, Mr. Chairman. 

Mr. Gearan. If I might, Senator, I think I would read that and 
think that means that it would be a White House overreaction to 
this if the White House was to dispatch people, that it could be 
lending credence to circumstances and it would be an overreaction. 
We were very much aware of the issue of how the White House was 
handling this, because it was called into question by the national 
media. Before we embarked upon anything that would once again 
revisit how the White House had handled it, I think the tenor of 
the meeting, my best recollection, that was what we were talking 
about. 

The Chairman. I’m going to call upon Senator Sarbanes or Mr. 
Ben-Veniste, but given your notes and the warnings about getting 
on top of this and you better otherwise we blow up, your expla- 
nation is rather strained, Mr. Gearan. 

Senator Sarbanes. 

Senator Sarbanes. Mr. Chairman, I want to put on the record 
a letter that was sent to the Committee by David Enzel, the Spe- 
cial Counsel of the Office of Thrift Supervision. I want to quote 
from it briefly. 
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Yesterday, Steven Parr, an examiner in the Little Rock Field Office of the Office 
of Thrift Supervision, found some additional documents relating to Madison Guar- 
anty Savings & Loan Association and promptly forwarded them to me. They in- 
cluded status reports relating to “problem institutions” from the 1984 to 1986 
period. Mr. Parr was searching for a folder on investment securities and found the 
documents in a box primarily containing non-institution specific examination infor- 
mation. 

So then those documents were sent along, and Mr. Parr in his 
explanation for it, and I put this on the record because no big to- 
do was made about this matter with Mr. Parr or Mr. Enzel. I don't 
think any big to-do should have been made about it, because I 
think it is quite possible that relevant documents can be overlooked 
or that you can have an inadvertence which produces problems in 
producing them. 

But what Parr said in his memo to Enzel is, he says: 

As I informed you earlier today over the telephone, I found some additional docu- 
ments this morning in the Little Rock Field Office relative to Madison Guaranty 
Savings & Loan Association. 

And he details what those documents were. Then he says: 

I sincerely apologize for any inconvenience or embarrassment the late discovery 
of these documents may cause you and/or others at the Office of Thrift Supervision 
and/or Department of the Treasury. I found the documents while searching for a 
folder on investment securities. The documents were previously overlooked in 
searches of the Little Rock field office for Madison Guaranty-related documents due 
to my failure to search or diligently search a cardboard file folder box located in my 
office. By far, the vast majority of the contents in the box relate to general examina- 
tion information and topics instead of to a specific institution or institutions. 

I would like to include both the letter from Enzel to the Commit- 
tee and the memo of Parr to Enzel with respect to turning up these 
documents in the Committee record. 

The Chairman. I would like to have a copy. I don't know whether 
I have seen it before. 

Senator Sarbanes. The letter I am quoting from went to Mr. 
Giuffra. I yield to Mr. Ben-Veniste. 

The Chairman. I think, Senator, documents that turned up and 
were found in a box by an RTC employee who had little, if any, 
connection with them other than to inherit them is a far different 
situation than when a witness produces his notes of meetings that 
he attended and testified about and comes forth with this informa- 
tion to the Committee, now but not before. I think it is a big dis- 
tinction. That’s a big distinction. I don't see any similarity. 

I will still put back 2 additional minutes. Certainly we will put 
these in the record. 

Senator Sarbanes. The only point I. want to underscore, Mr. 
Chairman, we have had this issue come up previously. Mr. Gearan 
is not the first one who has been criticized on this production of 
documents. I just want to make the point it is obvious that people 
can overlook things. Mr. Gearan has an explanation for what hap- 
pened to his documents which he offered at the beginning of his 
testimony here today, and I would be happy to carry him back 
through it again if we need to do that. So, I think it is very impor- 
tant that we understand that. 

Mr. Ben-Veniste. I think the point is, Mr. Gearan, that when 
you and your attorney, who is an experienced attorney in Washing- 
ton, looked at the subpoena, you looked at your documents or you 
looked at the document request — I don't think it was a subpoena 
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then — you looked at the documents you had, you matched your doc- 
uments against what is requested. And then there is a conclusion 
made, I take it with the advice of your counsel, as to what comes 
within the document request. And, quite clearly, these documents 
didn’t come within that request, OK. 

So, now the only issue is how did they fall between the cracks 
in terms of the subsequent request, and you have explained that 
at least four times, to my recollection, here today. 

Mr. Gearan. Mr. Ben-Veniste, I might request to put into the 
record a letter that I submitted and fax mailed to the Independent 
Counsel upon providing them back to the White House which de- 
tails this in some form, if that would be helpful to the Committee. 

Mr. Ben-Veniste. I would please recommend its receipt. 

The Chairman. We would be happy to receive that. 

Mr. Ben-Veniste. Now let me address something that Mr. 
Chertoff raised, because I don’t think it can be left 

The Chairman. Can I ask you, what letter do you want to submit 
to us? 

Mr. Gearan. I was just saying, Mr. Chairman, that if it would 
be helpful to the Committee, there was a letter that I sent to the 
Independent Counsel at the time on January 31st. 

The Chairman. Do you have a copy of that with you? Does your 
attorney? 

Mr. Gearan. I would be happy to share that with you. I have a 
copy here, sir. 

The Chairman. Would you submit it? It will be made a part of 
the record. If you say you want to submit the letter, let’s see the 
letter. 

Mr. Ben-Veniste. That’s what he wanted to do. 

The Chairman. No, he didn’t want to do it. He was going to pro- 
ceed. If we are going to make it part of the record, I would like to 
see it. I am going to make it part of the record, but I would like 
to have a copy of it. 

Mr. Ben-Veniste. May I, Mr. Chairman? 

The Chairman. Certainly. 

Mr. Ben-Veniste. Mr. Gearan, let me address a matter that Mr. 
Chertoff raised, because I would not wish to have this record stand 
as it is now with respect to the question of the appropriateness of 
interviewing a potential witness in a case. 

Now the proposition was put to you that Ms. Schaffer might have 
been a witness in an ongoing Grand Jury investigation. I know of 
no investigation that was going on at that time that would have 
involved Ms. Schaffer’s testimony. But even if it did parties associ- 
ated with defending themselves and their reputations have every 
right in the world to interview a witness. Any notion that this is 
poisonous or radioactive, as Mr. Chertoff put it, is quite clearly not 
the law. 

What is not allowed is any attempt to influence improperly a wit- 
ness in that witness’ testimony. What you have said quite clearly 
here is that there was no effort to change the substance of Ms. 
Schaffer’s testimony, only that you wished her to come forward 
again; is that correct? 

Mr. Gearan. Only that we wished to make sure we had the in- 
formation correct. That was my understanding, sir. 
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Mr. Ben-Veniste. Now, Ms. Schaffer had made statements to 
Mr. Gerth in The New York Times during the 1992 campaign. She 
also testified before us that because of all the media attention that 
descended upon her in Arkansas, she didn’t want to get involved 
again, and indeed, in a story quite recently, February 9th of this 
year, Larry Margasak of the Associated Press wrote “Beverly Bas- 
sett Schaffer said in an interview Thursday that her response was 
‘no way I want to be drawn into the political response.’ She added, 
‘I was sick of talking about Whitewater.’” 

She has testified here and consistently said that after having 
been harassed, in her words, by the media during the campaign in 
1992, she was quite reluctant to get reinvolved. On the other hand, 
it was recognized that her statements in the public domain would 
be important in getting this full story out. So while somebody may 
be reluctant, their testimony might well be quite important, indeed 
vital to putting to rest the notion that there was some impropriety 
associated with her connection in this matter. 

We have had hearings over several days now looking into all as- 
pects of her connection with Madison, and the Rose Firm’s connec- 
tion with Madison, and Mrs. Clinton’s connection with Madison. 
And at the end of the day, there is not a single witness who testi- 
fied here that Ms. Bassett did anything improper in connection 
with the Madison application that was before her. 

Senator Sarbanes. Can I have this letter put up on the machine, 
please, the one that was just provided to us by Mr. Gearan? 

The Chairman. I think they are making copies now. We are in 
the process of doing that so we can put it up on the machine. 

Mr. Ben-Veniste. While that is happening, let me just summa- 
rize what is in these notes, because as we say, we have these notes, 
we have your explanation for how they were produced. Now, we 
have to look at the substance of them and what of importance is 
there contained. 

There was a discussion of the appointment of an Independent 
Counsel, something which has been reported upon for 2 years now. 
The positions of the parties are set forth, the historical consider- 
ations about how Independent Counsels or Special Prosecutors 
have acted over the years. There is a substantial body of material 
from which one can draw to analyze whether Independent Counsels 
have been effective, have they gone beyond their mandates, have 
they spent too much money, taken too much time or have they, in 
fact, done what they were supposed to do and the results are 
mixed. That was discussed. The importance of Ms. Bassett, the 
press reaction to all of this, and how you would go forward. 

Now all of that information we have now received. I don’t see 
anything that is new or startling or particularly extraordinary 
about these notes. Virtually everything that is here has been dealt 
with previously, sometimes at length over a period of 2 years. 

So when we talk about the discovery of notes, it is my view that 
it is the obligation of the White House to continue to produce mate- 
rials that they find. There are occasions where materials may be 
misfiled, mislocated. That happens in virtually any big document 
case. You have come forward with an explanation which has been 
credited by Senator Hatch, the Chairman of the Judiciary Commit- 
tee. It has been commented on here. I find it credible. 
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Senator Sarbanes. 

Senator Sarbanes. Mr. Gearan, do you have this letter in front 
of you? 

Mr. Gearan. I do, sir. 

Senator Sarbanes. Do you have a copy to put up on the ma- 
chine? 

The Chairman. I don’t have a copy to put up on the machine be- 
cause we are using our only copy to make more copies. We just got 
this several minutes ago. I will be happy to have it 

Senator Sarbanes. Apparently they will have it in a moment, 
I’m told by staff. Do you have a copy in front of you? 

Mr. Gearan. I do. 

Senator Sarbanes. This was a letter sent by your counsel to the 
Independent Counsel dealing with this matter; right? 

Mr. Gearan. Yes. 

Senator Sarbanes. Let me go through this with you because I 
want to make sure we get these facts tied down. 

As you know, Mr. Gearan left the White House and assumed the responsibilities 
of Peace Corps Director in September 1995. Prior to his departure, Mr. Gearan was 
on vacation and his files and memorabilia were packed up by his White House Com- 
munications Office staff. The bulk of this material was sent to White House Records 
Management, while memorabilia and personal items were sent to Mr. Gearan’s 
Peace Corps office. All of us believed that documents relating in any way to the 
Whitewater or Foster investigations were sent to Records Management for inventory 
and safekeeping. Up to that time, we had followed a strict procedure that no docu- 
ments relating to these matters were ever to be removed from the White House so 
that complete accountability for these documents could be maintained. The only ex- 
ception was the production of a single one-page document to your office in July 
1994. 

So, your belief, when you went over to the Peace Corps was that 
any documents that pertained to the Whitewater or Foster inves- 
tigations had been sent — they were over in the White House and 
had been sent to Records Management; is that right? 

Mr. Gearan. Yes. It was my intention that they were commu- 
nications files and should remain there. 

Senator Sarbanes. All right. 

In late October 1995, we learned of a document request to the White House as 
a result of newspaper stories and confirmed that the White House Counsel’s Office 
was taking responsibility for reviewing and producing documents from the Commu- 
nications Office. 

That’s the office you had previously headed up; is that correct? 

Mr. Gearan. That’s correct, Senator. 

Senator Sarbanes. [Continuing:] 

Because we have consistently endeavored to be punctilious about document pro- 
ductions, and even though we thought we no longer had access to White House 
Communications Office documents, Mr. Gearan checked to make sure that he had 
not inadvertently retained any documents potentially responsive to that request. In- 
cluded in this review were the boxes of memorabilia in storage at the Peace Corps 
which had come over from the White House. Amid this memorabilia, Mr. Gearan 
discovered a box which contained the documents he believed had been left at the 
White House. This discovery was made on the afternoon of November 1, 1995, and 
on the morning of November 2, 1995, Mr. Gearan gave directions to his secretary 
to have these documents returned to the White House Communications Office by 
hand delivery. Without intent to waive the attorney-client privilege, suffice it to say 
that later that afternoon we confirmed Mr. Gearan’s understanding that the docu- 
ments had, in fact, been sent to the White House Communications Office. In con- 
temporaneous and subsequent discussions with White House Counsel, we alerted 
them to these facts and were under the distinct impression that the documents had, 
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in fact, been received by the White House and sent to Records Management and 
were being reviewed in conjunction with other requests for White House documents. 

You thought you had left them at the White House? 

Mr. Gearan. I did. 

Senator Sarbanes. As it turned out, they went over to the Peace 
Corps. Now when further requests were being made for documents, 
you did, as it were, sort of a confirmatory check and uncovered 
these documents and then said, “well, they ought to be sent over 
to the White House.” And you assumed they had gone on over to 
the White House; is that correct? 

Mr. Gearan. That’s correct. 

Senator Sarbanes. [Continuing:] 

Last evening we called White House Counsel and in the course of that discussion 
we were informed that they were having some difficulty locating certain Commu- 
nications Office files in the Records Management system. We offered our assistance 
in locating this material. We learned that, rather than being sent to the White 
House, Mr. Gearan’s Communications Office documents remained in their original 
White House container in storage at the Peace Corps. 

This was contrary to what you thought had been done; right? 

Mr. Gearan. That’s correct. 

Senator Sarbanes. [Continuing:] 

We, of course, have notified White House Counsel and, in order to expedite their 
review of these documents, sent them by courier to White House Counsel’s Office 
this morning without reviewing them. As these documents belong to the White 
House and review and production of these documents is a responsibility that has 
been assumed by White House Counsel, we felt it appropriate to handle the docu- 
ments in this manner, even though there may not be any responsive documents in 
the box. 

Then you make this explanation to the Independent Counsel. In 
the end they were sent over and then, of course, the White House 
furnished them to the Committee. That’s how we now have them. 

In a way, it is unfortunate. First, they were sent over to the 
Peace Corps when you thought they had been left at the White 
House, as I understand it; is that correct? 

Mr. Gearan. That’s correct, Senator. 

Senator Sarbanes. Second, when you thought they had been sent 
back to the White House, in fact, that had not happened, those in- 
structions or understanding was not carried out. That would have 
been back in November; is that correct? 

Mr. Gearan. That’s correct. 

Senator Sarbanes. And then upon this indication that they had 
some difficulty locating them, then a further check was made and 
you found they were still there and you made certain they got over 
there; is that correct? 

Mr. Gearan. That’s correct. 

Senator Sarbanes. Thank you. 

The Chairman. Senator Grams. 

Senator GRAMS. Thank you, very much. It is nice to get back 
again. Just a couple quick questions and maybe a couple comments 
before I yield the rest of my time back over to Mr. Chertoff. 

I know comments have been made how these files got misplaced 
and that there is some satisfaction of the explanation that you 
have given in not producing the documents but I think if we look 
at it, it has been very selective, even though they weren’t specifi- 
cally requested. I don’t think this has been an issue of minimal 
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compliance with the subpoena versus really the full cooperation 
that the White House has always said that they were willing to 
provide. 

My questions are that, like I said, it has been quite selective, not 
full cooperation, because the subjects of these notes dealt exactly 
with what this investigation has considered, and that is the deal- 
ings with Madison Guaranty and all the other meetings and every- 
thing. I believe they were pertinent and although they didn’t meet 
the letter of maybe the request, I think there could have been bet- 
ter cooperation despite some of that. 

Also, timing is everything, that if this would have been brought 
out maybe before your confirmation, it might have been a different 
view on your appointment to head up the Peace Corps. So timing 
could have meant a lot to whether these notes were turned over or 
were not turned over. 

I wanted to get back to some other questions about the notes 
themselves and again, as I say, that I understand you had no offi- 
cial request come from this Committee asking for these specific 
documents, but didn’t you feel you had an obligation to turn over 
these notes, even though they weren’t specific but what I feel was 
in the broad concept of what this Committee was looking for? 

Mr. Gearan. Senator, my understanding is that what this Com- 
mittee has asked for, as best as I can describe it to you, is initially 
on White House-Treasury contacts and then on the death of Vin- 
cent Foster. I have tried, and I have no reason not to provide them 
to you, as I have tried to do and to other committees as best I can. 
My understanding is, that’s what those requests and subpoenas 
were about. 

Senator Grams. The Treasury context dealt with Madison Guar- 
anty and Whitewater, and these notes do the same. 

Mr. Gearan. My understanding, the Treasury context dealt with 
the issue of the October 14th meeting. I would not have joined 
them that way, no, Senator. 

Senator Grams. I still think under the big umbrella of what we 
are talking about is the answers we have been trying to find. 

Mr. Gearan. Senator, the best I can tell you is I have tried to 
comply with absolutely the letter of the law here. I have done my 
honest best to give you the information that this Committee has re- 
quested. 

Senator Grams. Did anybody at the White House ask you not to 
turn over these notes? 

Mr. Gearan. No, Senator. 

Senator Grams. From this meeting or any other meeting? 

Mr. Gearan. No. 

Senator Grams. The decision basically was yours that these 
notes were in your file and you would make them available to the 
White House and let them make the decision whether they should 
be turned over to this Committee? 

Mr. Gearan. My decision on previous subpoenas was that they 
were not requested and did not fit within the ambit of that sub- 
poena request initially on Treasury contacts, and then Vince Fos- 
ter, certainly if they are appropriate to this new subpoena, I am 
fully willing to go through them and to provide them to you as I 
have done. 
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I regret the delay, and I regret the circumstances of this. I have 
tried to be forthcoming in my honesty in presenting the circum- 
stances how that happened. I take responsibility for it. 

Senator Grams. One other question I had and which I began my 
questioning today earlier with, about the mood of the meeting. I 
know you said the meetings were just basically to get the truth out, 
to try to put everything in order with the questions and answers 
and chronology. But as you knew, this followed by several months 
a meeting with the White House Counsel staff, Mr. Kendall, who 
is the President’s private attorney and others, and it sounds more 
like when you read these notes of this meeting that it was nothing 
short of, we wouldn’t say a panic mode, but there was a lot of con- 
cern about what was going on. 

It wasn’t just basically to sit down and get the questions and 
chronology straight, because when you hear things that if Bev- 
erly — if we don’t get this thing done, there is going to be trouble 
here, the diary from Mr. Altman at the same time about White- 
water, that Maggie told me that HRC was paralyzed by it, we don’t 
want people getting into 20 years of politics in Arkansas. 

So, when you look at all of this, I think it is more than just a 
meeting to try to get your questions and answers and chronology 
straight. There was a lot of concern about what was going on. 

Mr. Gearan. Senator, I don’t mean to minimize in any way the 
circumstances in the White House. We were facing, I think, consid- 
erable drumbeat, as I have said, from press stories and Congres- 
sional calls for an Independent Counsel. Absolutely, this was a con- 
siderable issue in the press and press questions and if I said the 
mood was just to put together individual chronologies or question 
and answers, what I would like to testify is certainly that’s what 
we intended to do. Certainly the mood was such, acknowledging a 
considerable drumbeat and a considerable cacaphony of voices on 
this whole issue. It was a significant press issue at the time, abso- 
lutely, Senator. 

Senator Grams. Again, I will raise it. If it was a great concern 
in January 1994, according to your statements, it wasn’t on your 
radar screen in the middle of 1995, if I am correct in following this? 

Mr. Gearan. No, Senator. What I testified previously was that 
the October 14th meeting of 1994 was, as best I can remember, one 
of the times when it was on my radar screen, which is an inelegant 
way, but something I was dealing with. These meetings were at the 
beginning of 1995. In between my October 14th meeting and these 
meetings in 1995, of course, the President turned over his docu- 
ments to the Justice Department and there was a continuing drum- 
beat of stories and attention paid to this matter. 

Senator Grams. That’s all the questions. I just have the comment 
that despite the fact the White House and many in the Administra- 
tion had been working on this from the first days of the Clinton 
Administration, and yet when requests were made for documents, 
although it didn’t fit the letter of the subpoenas, that more effort 
was put into not providing them than it was in providing them. 

I want to thank you very much. I yield my time. 

The Chairman. Mr. Chertoff. 

Senator Sarbanes. For the record, he misspoke on his dates. We 
ought to get them straight. I think the October date was 1993. 
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Mr. Gearan. Yes, Senator. 

Senator Sarbanes. These dates were 1994. You said 1994 and 
1995. 

The Chairman. The record reflects that. We will note that. 

Mr. Chertoff. I’m going to come back to this issue of the docu- 
ments and, in fact, your earlier testimony. But before I do, I just 
want to close out the discussion of Beverly Bassett Schaffer and get 
you back to page 20577 of your notes. This is right after Mr. Ickes 
underscores for the assembled how important it is to handle this 
matter with Beverly Bassett Schaffer. 

Now, we have already established that Beverly Bassett Schaffer 
had made public statements about this, and as a matter of fact, we 
have some evidence that she had furnished copies of those state- 
ments to Mr. Lindsey via her husband. Then the suggestion is ad- 
dressed whether to send PB, Paul Begala, Bruce Lindsey, and Mi- 
chael Waldman; right? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. Mr. Ickes says, “We can’t send them because it 
will come out.” 

Mr. Gearan. That’s what my notes say. 

Mr. Chertoff. Then the discussion becomes whether someone 
instead of these three could be sent who would be in effect at arm’s 
length, and not traceable to the White House; correct? 

Mr. Gearan. That’s how one could read that. 

Mr. Chertoff. One could read anything to be anything. Isn’t 
that what happened? 

Mr. Gearan. I don’t have a firm recollection of it. That’s how one 
could read it. It is also the case that we were also looking for peo- 
ple, lawyers to substantiate the substance of Arkansas law. 

Mr. Chertoff. Are you going to tell me that Skip — that is Skip 
Rutherford you were looking to to substantiate the law, he wasn’t 
a lawyer was he? 

Mr. Gearan. He is not a lawyer, that’s correct. 

Mr. Chertoff. When you have the list of “Tisdale, Skip, and PB 
friend New York lawyer,” you are not going to tell us they were 
people to do legal research; right? 

Mr. Gearan. What I’m telling you, Mr. Chertoff, is I don’t recall 
that that was specifically to send to speak with Ms. Bassett Schaf- 
fer. It could have been. I just don’t recall. 

Mr. Chertoff. The question is “We can’t send Begala, Lindsey, 
or Waldman because it will come out.” Is that right? 

Mr. Gearan. That’s what Mr. Ickes said. 

Mr. Chertoff. Then it says, “Item by item, make sure her story 
is OK.” Let me stop here for a second, because you told us earlier 
that the point of this exercise in dealing with Ms. Bassett was to 
make sure the White House’s version was correct. But it doesn’t 
say here, “Item by item make sure our story is OK.” It says, “make 
sure her story is OK.” Now assuming she was telling the truth as 
of January 1, 1994, how could you conceivably need to make sure 
her story was OK? 

Mr. Gearan. The best that I can recall is that it was the story 
of both what she had said previously, so we would not misstate it. 
But also the factual basis of what she did as a regulator to make 
sure that was in compliance with any Arkansas law. 
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Mr. Chertoff. So, in other words, you had a doubt in your mind 
about whether, in fact, what she had done was a problem? 

Mr. Gearan. I don't recall that. I just recall an issue of the 
White House credibility being paramount to make sure that we are 
not misrepresenting anything. 

Mr. Chertoff. But it doesn't say, Mr. Gearan, “make sure our 
story is OK.” It says, “make sure her story is OK.” You understand, 
you wrote those words down, right? 

Mr. Gearan. Yes, I did. 

Mr. Chertoff. Unless you really want to torture the English 
language, and we had an individual here a couple years ago, Josh 
Steiner, who, you remember we had his diary and we got all kinds 
of acrobatics with it. And you understand the distinction between 
“make sure our story is OK” and “make sure her story is OK.” You 
see the distinction? 

Mr. Gearan. Certainly. 

Mr. CHERTOFF. Right under that, you have three people that are 
listed, “Tisdale, Skip, and PB friend New York lawyer.” Who was 
that friend, by the way? 

Mr. Gearan. I don't know. I don’t recall. 

Mr. Chertoff. It wouldn’t be Ms. Thomases, would it? 

Mr. Gearan. I don't recall that name listed there. 

Mr. Chertoff. It is not listed there. I'm asking you to remember 
who the person was. 

Mr. Gearan. I do not recall who the person was. 

Mr. Chertoff. Now, you are not suggesting that the three peo- 
ple listed under, “Item by item, make sure her story is OK” were 
three people who were going to do legal research; right? 

Mr. Gearan. Mr. Chertoff, I can’t recall exactly. 

Mr. Chertoff. Recall generally. 

Mr. Gearan. As I said in my deposition, one could read it, as you 
say, that these were people that could have gone to Arkansas to 
make 

Mr. Chertoff. Sure her story was OK? 

Mr. Gearan. To make certain that we were representing the 
story, make certain her story was correct. I can't give you any firm 
recollection that that's exactly what that means. 

Mr. Chertoff. Mr. Rutherford and Mr. Tisdale did, in fact, con- 
tact Ms. Schaffer; right? 

Mr. Gearan. I don't know that. 

Mr. Chertoff. That's what Ms. Schaffer indicated in her state- 
ments to AP, that she had a discussion with Mr. Rutherford and 
she had a discussion with Mr. Tisdale and that, in fact, Mr. Tisdale 
offered to put together a factual document list for her. Do you know 
how it is that this discussion here about Mr. Tisdale and Mr. Ruth- 
erford having contact “to make sure her story is OK” wound up 
having an actual effect down in Arkansas in which Mr. Rutherford 
and Mr. Tisdale, in fact, communicated with Ms. Schaffer? 

Mr. Gearan. I don't, sir. 

Mr. Chertoff. Do you think that is a coincidence? 

Mr. Gearan. I don't know. I just don't have any knowledge of 
how that happened. 
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Mr. Chertoff. You don’t think that, in fact, a decision was made 
to request that Mr. Tisdale and Mr. Rutherford get in touch with 
Ms. Schaffer to make sure her story is OK? 

Mr. Gearan. Mr. Chertoff, I just don’t know the answer to that 
question. 

Mr. Chertoff. You were at this meeting; right? Wasn’t that de- 
cided in this meeting? 

Mr. Gearan. I have no recollection of it and my notes don’t indi- 
cate it. 

Mr. CHERTOFF. So you can’t give us anything more than what 
your notes say on this, right? This is one of the areas where you 
can’t go beyond your notes; right? 

Mr. Gearan. I do not want to misrepresent anything to the Com- 
mittee of what I can honestly recollect and what I cannot. 

Mr. Chertoff. I might direct your attention to the previous 
page, where if there is any doubt about the need to come to closure 
on this where Mr. Ickes says, “Let’s not talk it to death, let’s just 
get it done.” Is that right? That is kind of a call to action, isn’t it? 

Mr. Gearan. I think it sounds like something Mr. Ickes would 
say, yes. 

Mr. Chertoff. Was Ms. Bassett represented by counsel, by the 
way, at this point in time? 

Mr. Gearan. I have no idea. 

Mr. Chertoff. Was there any discussion about whether it was 
appropriate to have discussions with her directly as opposed to 
through some kind of an attorney? 

Mr. Gearan. I don’t recall that. 

Mr. Chertoff. Now with respect to Betsey Wright, this comment 
in your notes in discussion the next day — I’m sorry — later in the 
day, where Mr. Ickes complains that it is impossible to reopen this 
with Mrs. Clinton, the President can’t even do it himself. You re- 
member that conversation? 

Mr. Gearan. I cannot say I remember it in any detail beyond my 
notes. 

Mr. Chertoff. It wasn’t memorable to remember a conversation 
in which you were told by the Deputy Chief of Staff to the Presi- 
dent that the President of the United States, himself, couldn’t move 
the First Lady to agree to an Independent Counsel? You didn’t 
think that was memorable? 

Mr. Gearan. I am doing the best I can to recollect this meeting 
from 2 years ago. I am happy to provide you the notes that I have 
had from that meeting. But I cannot recollect it in any great detail, 
no, I cannot. 

Mr. Chertoff. Can you recollect the part where it says, “Indict- 
ments will be Betsey Wright”? 

Mr. Gearan. That part, I 

Mr. Chertoff. That part you recollect a little bit? . 

Mr. Gearan. If I might, I can certainly recollect Mr. Nussbaum’s 
great argumentation at the time against it. He was quite strong 
and quite forceful in his argumentation against an Independent 
Counsel. I guess what I am just trying to say to the Committee is 
how I would read this. I never heard any suggestion at a meeting 
by Mr. Nussbaum that there was any indication that he felt there 
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was any factual basis that Ms. Wright would be charged with 
something like this. 

Mr. Chertoff. Did he suggest she would be a natural target for 
investigation? 

Mr. Gearan. No, I don't remember that. 

Mr. Chertoff. You don't remember one way or the other wheth- 
er he suggested she might be a target? 

Mr. Gearan. I don't recall that coming up. 

Mr. Chertoff. But you did find it important enough to write 
down “Indictments will be Betsey Wright"; correct? 

Mr. Gearan. I wrote that down, that's correct. 

Mr. Chertoff. You did that because you thought there was some 
significance to that? 

Mr. Gearan. I wrote it down because, as you can well see, I tend 
to detail a lot of what exactly people have said. 

Mr. Chertoff. Did you know that during the same week, Ms. 
Wright was down in Little Rock trying to locate documents relating 
to Whitewater? 

Mr. Gearan. I don’t believe so. 

Mr. Chertoff. Did that come up in the meeting? 

Mr. Gearan. I don’t believe so. 

The Chairman. We will come back to it. 

Senator Sarbanes. 

Senator Sarbanes. Mr. Gearan, I would like to make the obser- 
vation, I think if you had said make sure our story is OK, you 
would — if we could put that thing back up there, page 2577. “Item 
by item, make sure her story is OK.” Mr. Chertoff suggested to you 
why didn't you say, “make sure our story is OK." I would like to 
suggest that if that’s what you had said, then you would have had 
a line of questioning here that someone was going to go down, and 
in effect take Ms. Bassett Schaffer through your story to make sure 
it is OK, in other words, that that would be the story line. This is 
one of those damned if you do and damned if you don't propo- 
sitions. 

From my perception, it is more straightforward that it says make 
sure her story is OK than if it had said make sure our story is OK, 
which would imply White House people were going to go down with 
their story and in effect peddle that and make sure it was OK. 

Now, I’m beginning to think what we should do in these hearings 
is we ought to spend the first 10 or 15 minutes running the press 
accounts for the period about which we are then going to ask ques- 
tions so people get some sense of what was out in the public and 
what was taking place and what the context of the situation was. 

These meetings were held on January 4th. On January 2nd, the 
Minority Leader of the U.S. Senate, Bob Dole, appeared on Meet 
the Press. The story in The Washington Post was “Senate Minority 
Leader Robert Dole and House Minority Whip Newt Gingrich yes- 
terday urged Attorney General Janet Reno to appoint an Independ- 
ent Counsel to investigate any involvement by President Clinton 
with the failed Arkansas savings and loan" and so on. 

Then it goes on to report that on Meet the Press, he accused 
Reno of dragging her feet on appointment of an Independent Coun- 
sel. He then went on about the Iran-Contra affair, and, of course, 
you had Reno resisting this appointment of a Special Counsel. 
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That took place on the Sunday before any of these meetings took 
place. Now that was not the only focus of attention on this issue 
that the White House was receiving, was it, at the time? Do you 
recall? 

Mr. Gearan. You mean beyond 

Senator Sarbanes. Senator Dole's call. There was a lot of 

Mr. Gearan. Editorial calls and 

Senator SARBANES. Other newspaper comment and so forth, was 
there not? 

Mr. Gearan. Yes, sir. 

Senator Sarbanes. In fact, it tended to reach a crescendo in 
those first couple weeks in January, did it not? 

Mr. Gearan. Yes, quite significant. 

Senator Sarbanes. In the end, the President asked the Attorney 
General to name a Special Counsel; is that correct? 

Mr. Gearan. That’s correct. 

Senator SARBANES. But that was done after a period in which 
Mrs. Clinton, and I take it the President, to some extent, saw no 
basis on which to have a Special Counsel. Their position was no 
wrong- doing has been done, why do we need to have a Special 
Counsel. 

Mr. Gearan. That’s right. 

Senator Sarbanes. In your notes, you refer to — I forget where 
that was, where you say principle versus politics. Do you recall 
where that is? 

Mr. Gearan. I believe it is 2571, Senator. 

Senator Sarbanes. Yes. “Matter of principle^ad politics.” Before 
that says, “No credible evidence. They have done enough.” I take 
it the position of Mrs. Clinton was that there wasn’t any credible 
evidence for such a thing. The meeting recognized that this was 
bad politics; is that correct? 

Mr. Gearan. Yes, it was understood that this was bad politics. 

Senator Sarbanes. Because of the clamor for having a Special 
Counsel? 

Mr. Gearan. Yes, in light of the significant clamor for it, as you 
say. 

Senator Sarbanes. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Mr. Gearan, I want to come back to this Bev- 
erly Bassett Schaffer situation, because there is so much on the 
record here and when you look at the notion that your memo may 
be some sort of sensational information, the smoking gun du jour 
in these hearings. Beverly Bassett Schaffer wrote a detailed memo- 
randum on February 25, 1992, which is part of this record. She 
wrote it to Jeff Gerth of The New York Times. 

Three days later, she wrote a second memorandum to Mr. Gerth, 
February 28, 1992, where follow-up questions were addressed. All 
of this material is in the public record. Beverly Bassett Schaffer 
has testified fully before this Committee. Her testimony is in all re- 
spects consistent with what she said back in 1992 and consistent 
with what each and every witness from Arkansas, from the RTC, 
and from the Federal Home Loan Bank Board, I might add, has 
said about the appropriateness of her conduct. 

In October of last year, this Committee received from the White 
House the memo of Beverly Bassett Schaffer — dated January 19, 
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1994, 10 days to 2 weeks after these meetings began, regarding 
Madison Guaranty Savings & Loan and her connection there with 
a narrative statement and a very detailed chronology of events, 14 
pages long. We have all of that material, Ms. Schaffer’s testimony, 
the testimony of each and every witness who has testified about 
the appropriateness of her action, the memos that she wrote in 
1992, the memo that she wrote in 1994, and her testimony in 1996. 
It is all consistent. 

So, the notion that somebody has been sent to try to get her to 
change that, which was helpful and favorable in the first place, is 
a total non sequitur. 

Senator Sarbanes. I give back my time. 

The Chairman. Mr. Gearan, because I think it is important that 
we have a little background on public as well as private things that 
were taking place in connection with this, I have asked Mr. 
Chertoff to examine some of this with you. Let me ask you, during 
this period of time, what was your title? What were you in 1993? 

Mr. Gearan. The Director of Communications. 

The Chairman. Director of Communications. So, as such, you ob- 
viously follow and you have people clip out those materials and ar- 
ticles that are pertinent, that are important, that the President 
should be aware of and that the Administration should be aware 
of; is that correct? 

Mr. Gearan. Yes. There are people within the White House that 
provide a daily clip service. 

The Chairman. And they give it to you? 

Mr. Gearan. It is circulated broadly in the White House, includ- 
ing me, yes. 

The Chairman. Let’s talk about what you do. You are Director 
of White House Communications, so you keep yourself updated. If 
there is a big event that may be taking place, a catastrophe, 
whether it is worldwide or domestic, you are on top of this. Your 
job is to be right on top of this? 

Mr. Gearan. I try to be, Senator. 

The Chairman. Was that part of your responsibilities? Was that 
a major part of your responsibilities so you can respond, so you can 
parcel things out, so you can work with the various departments 
within the White House and within the Executive? 

Mr. Gearan. Yes. I guess I only hesitate, Senator, because what 
we had in the White House, particular spokespeople for an issue, 
for instance, health care or those who would be more expert in a 
particular area on NAFTA or some of the larger issues, we broke 
it up. In addition to the fact there was a press secretary who pro- 
vided the daily press briefings. So, there were other pieces of this 
of how we divided it up. 

The Chairman. But you follow the important, relevant events? 

Mr. Gearan. Yes. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Mr. Gearan, there is an editorial in The New 
York Times dated December 20, 1993. I think you have it before 
you. Along the side is a typed version of the President’s hand- 
written note, which we still don’t have a copy of. The line in the 
President’s handwriting is next to the reference to Beverly Bassett 
Schaffer says, “Shortly thereafter, Governor Clinton named Beverly 
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Bassett Schaffer as head of the Arkansas agency charged with 
overseeing State-chartered savings and loans. Ms. Schaffer had 
once done legal work for Madison. For the next 18 months, up to 
the point where Federal regulators moved in, she took no signifi- 
cant regulatory action.” 

Then the President says: “This is important to be on top of. Bas- 
sett did a good job in” what appears to be “campaign on this — can 
she now?” Did you get a copy of the President’s note? 

Mr. Gearan. I don’t believe so. 

Mr. CHERTOFF. Did you know that the President expressed con- 
cern about this? 

Mr. Gearan. No, I don’t believe so. 

Mr. CHERTOFF. Did you know the President viewed it as impor- 
tant? 

Mr. Gearan. I don’t know. 

The Chairman. How do you think these meetings of the highest 
officials beginning in the first week of January, came about? No 
one told you the President was concerned about this? Is that what 
you are suggesting to us? 

Mr. Gearan. I don’t think there is any confusion that given what 
was in the public domain, everyone was concerned about it. 

The Chairman. Did you see this matter? 

Mr. CHERTOFF. This editorial. 

Mr. Gearan. Well, I don’t believe I saw the copies of the 
President’s 

The Chairman. Did you see the editorial? 

Mr. Gearan. I believe I would have. I don’t recall it to this day. 
But I tried to read the editorials, certainly. 

Mr. Chertoff. Just so you understand what the position is with 
respect to this, briefly, to put it in context, we have had evidence 
that Ms. Bassett, when she was a lawyer the year before she was 
appointed Commissioner who would regulate savings and loans, ac- 
tually worked for Madison and actually wrote a memo to Jim Guy 
Tucker, who was her senior partner or her partner on the case, and art 
told Mr. Tucker that there were some legal problems with some of fan 
Mr. McDougal’s other projects relating to Madison that could even 
result in criminal action. 

Nevertheless, a year later, she was regulating Madison, didn’t 
recuse herself, had a conversation with Mrs. Clinton about Madison 
in which we learned for the first time in the last couple of months h 
they actually discussed the substance of a proposal to have Madi- p 
son issue preferred stock and then she gave the green light to de- & 
velop that proposal with respect to a man, James McDougal, whom 
she already knew had had some difficulty complying with the law le 
about registering and disclosing with respect to the sales of land, 't, 

So, that is the picture we are dealing with with Ms. Beverly Bas- jet 
sett Schaffer. I- 

Now this editorial comes out on December 20th, and then early i 
in January, this group with Mr. Ickes starts to get busy discussing 
the issue of the Independent Counsel and also discussing Beverly 
Bassett Schaffer. 

My understanding is from the very beginning, just to get this all 
in context, from the very first day on January 4th, it is clear that 
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the President and the First Lady do not want to have an Independ- 
ent Counsel; right? 

Mr. Gearan. That’s my recollection, yes. 

Mr. Chertoff. The concerns expressed by Bernie Nussbaum, for 
example, are issues of the bad-hearted prosecutor who is going to 
smell out corruption and may make cases on people who are sur- 
rounding the principals, namely the President and the First Lady, 
or concerns about not being able to limit the scope of the investiga- 
tion. 

On the first page of your January 7th notes, 20575, “We cannot 
affect the scope of the prosecutor.” The concern is that there is not 
an ability to somehow limit or tailor what the prosecutor is going 
to look at, which is, of course, consistent with Mr. Altman’s diary 
that indicates that the White House wasn’t successful in negotiat- 
ing limitations on scope. 

Then on the next page, we have these three major problems in- 
cluding the fact that “Reno has shut the door.” You understand 
that the reference to Janet Reno shutting the door meant that she 
would make her own mind up about the scope of an Independent 
Counsel. She wasn’t going to be influenced or pushed by efforts to 
define the scope of the Independent Counsel; correct? 

Mr. Gearan. That’s how I would read it. 

Mr. Chertoff. Then we discover, as I gather the press indicates, 
the pressure is mounting during the first week of January. 

Mr. Gearan. Yes. 

Mr. Chertoff. Finally, if I am not mistaken, within a day or so 
before the President finally wrote the letter asking for an Inde- 
pendent Counsel, members of his own party had gone out publicly 
and told him he better do that, right? 

Mr. Gearan. I don’t know if it was the day before, but a period 
of time, yes, sir. 

Mr. Chertoff. At the same period of time, you understood from 
Mr. Ickes that he wasn’t all that delighted with the way the De- 
partment of Justice was looking at this anyway because he viewed 
Carver, who was one of the guys at Justice working on this, as 
himself being a bad guy who was trying to F us blue; right? 

Mr. Gearan. That was my understanding. 

Mr. Chertoff. In effect, what happened here was this, the 
White House is caught between the devil and the deep blue sea. 
They don’t want to have an Independent Counsel, don’t want to 
have someone poking through 20 years of Arkansas, don’t want to 
have a guy who is, as you say, an unguided missile who can’t be 
controlled. The problem they have is the Attorney General has shut 
the door and says she is going to make up her own mind about the 
scope and if they look at what Justice is doing, these guys at Jus- 
tice, Ickes is annoyed because the guy there is a bad guy who is 
F — ing us blue and the pressure is mounting, even by members of 
the President’s own party, to appoint an Independent Counsel. In 
any case, it is the Attorney General’s position because she is not 
going to be pushed around. That is pretty much the picture, the 
way it was? 

Mr. Gearan. I think the drumbeat was mounting, I think the in- 
tensity of the meetings reflects that. 
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Mr. Chertoff. The intensity of the meetings reflects that as far 
as the White House was concerned. The last thing they wanted to 
have was a prosecutor looking at this that couldn’t be controlled, 
but the truth of the matter is with the Attorney General having 
shut the door and with the drumbeat mounting and with Carver 
himself trying to F us blue, there wasn’t much choice by the time 
the President asked for the Independent Counsel; right? 

Mr. Gearan. I think the concerns for the Independent Counsel, 
as I said, were, among them, the kind of — length and the time and 
the expense and the control. 

Mr. Chertoff. Let me ask you this, Mr. Gearan, I want to go 
back to the issue of your testimony in 1994, because I think we 
need to take a serious look at the question of whether the first time 
this issue got on the radar screen with you was on October 14th, 
when you had the meeting you were asked about. 

Now, I have read you your sworn testimony before the Senate in 
which you indicated before October 14, 1993, it wasn’t really on the 
radar screen for you. That is testimony you gave in the summer of 
1994. It was within 9 months of October. 

Senator Sarbanes. Was this at a hearing? 

Mr. Chertoff. It was a deposition. It is page 24. It is your depo 
sition on Saturday, July 23, 1994. 

Now, I want to go to another deposition you gave. You were also 
examined under oath by the RTC Inspector General’s office on Sat- 
urday, July 16, 1994, and they asked you the same question. On 
page 4, at the top of the page: 

Question: When were you First made aware of the issues surrounding the Madison 
Guaranty Whitewater matter? 

Answer: I — the first recollection I’d give would be the meeting that I attended in 
October. 

Question: When was that? 

Answer: October 14, 1993. 
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So, anybody, like us, for example, until a few days ago or a cou- 
ple weeks ago looking at this testimony would have concluded that 
until October 14, 1993, you had absolutely no consciousness to 
speak of of Whitewater or Madison in terms of your duties at the 
White House. But then we get a package of documents that reveal 
you were rather extensively involved in discussions in September 
1993, and I want to emphasize, Mr. Gearan, this sworn testimony 
we are looking at was given less than a year after these meetings. 

So we are not talking about 11 years ago or even 2 years ago. 
We are talking about a matter of months. What we have is an un- 
dated package of notes starting at S 20292 and going through 
S 20310 which reflect a 2-hour meeting you had starting at 10:00 
a.m. with Jeff Gerth and Bruce Lindsey in which Mr. Gerth lays 
out in painstaking detail allegations of misconduct made by Mr. 
Hale and others which you saw fit to take down in precise detail, 
evidencing the fact that you evidently thought it was important 
enough to keep a record of. 

On page S 20296, you learned, or make light of the fact that in 
“Early 1986, examiners go to Madison Guaranty, McDougal and 
Tucker are trying to help him with the capital of his SBIC.” That’s 
Hale, and they are trying to find someone who will buy a piece oi 
land. You make a diagram of the money moving from Madison tc 
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Hale to the SBIC. There's explicit discussion about the meetings 
that Hale claims he had with the President. 

This goes on and on and on. It talks about Whitewater, it talks 
about Castle Grande, it talks about Madison, it talks about Hale. 
It is virtually a road map to everything that's now begun to 
emerge, which we now know. And it is really undisputed because 
we've compared this with Mr. Lindsey's notes which were taken at 
the same meeting which occurred in September 1993, 3 weeks be- 
fore the October 14th meeting. And even Mr. Kravitz, the Demo- 
cratic Counsel, observed, at page 26 of your deposition a few days 
ago, that he had read both sets of notes and they were strikingly 
similar, and it would be very surprising to him if these notes were 
two different meetings. 

So we know, not withstanding the lack of a date, that you spent 
hours on this before October 14th with Lindsey and Gerth. We 
know that on September 23rd you continued to pursue this story 
with respect to further questions from The Times. We know that, 
during the same period, your notes indicate calls with other report- 
ers concerning this issue. 

In light of the fact that all of this is going on within 3 weeks of 
this October 14th meeting, it is remarkable that you could give 
sworn testimony less than a year later saying that you were first 
made aware of the issues surrounding Madison Guaranty on Octo- 
ber 14, 1993. And what makes it particularly amazing is you have 
admitted to us today that these notes were part of a group of docu- 
ments you had segregated and you had put aside because you knew 
they were potentially relevant. How many documents were in this 
segregated group of documents? 

Mr. Gearan. I can't estimate. It was a few inches. 

Mr. Chertoff. A few inches, a few inches of documents. 

Mr. Gearan. I think at least, yes. Clips and maybe — actually 
more than that. 

Mr. Chertoff. What, six inches? 

Mr. Gearan. Probably. It was more like a file box of documents. 
Mr. CHERTOFF. How much of that was news clippings and how 
much of that was actual notes? 
ea Mr. Gearan. I would — it was — I would say most of it would be 
news clippings or briefings, but there were notes like this that were 
iDj provided. 

f\ Mr. Chertoff. Now it frankly defies belief that in the face of the 
agol requirement that you give sworn testimony in two separate places, 

I before the RTC and before a Senate deposition 

Senator Sarbanes. Mr. Chairman, I think Mr. Chertoff ought to 
ask a question and not put all these kind of legal conclusions. I 
mean, this thing about defying belief with respect to sworn testi- 
mony is actually Mr. Chertoff drawing conclusions. He ought not 
to do that. He ought to ask the witness questions. Conclusions can 
be drawn by others. 

Mr. CHERTOFF. Mr. Gearan, did you prepare for what you knew 
were to be two sworn occasions of testimony by looking at the notes 
that related to Whitewater and Madison? 

Mr. Gearan. Mr. Chertoff, I would have, as I tried to say in my 
deposition, I would have placed even this later than that. Obvi- 
ously, that's an erroneous recollection. 
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Mr. Chertoff. That’s not my question. In preparation for what 
you knew would be sworn testimony on a matter of seriousness be- 
fore the RTC and before the Senate, did you prepare by looking at 
what you’ve described as about yea much material, most of which 
was news clippings but some of which were notes? Did you look at 
it before you testified? 

Mr. Gearan. I prepared for the documents that were requested, 
which concerned White House-Treasury contacts and it was in the 
context of White House-Treasury contacts concerning Whitewater 
that I responded to the OIG’s question. I prepared as best I could. 
Whether or not I reviewed this, or not, I don’t know. A bit of the 
difficulty, I think, Mr. Chertoff, is these notes are not dated. 

Mr. Chertoff. Well, the September 23rd note is dated and the 
other notes from the context, it certainly would have put you on no- 
tice, but you still haven’t answered my question. Did you prepare 
by looking at your own notes relating to your involvement with 
Whitewater, because you are the one who volunteered that you 
didn’t know about it before October 14th. No one put those words 
in your mouth; those were your words. 

Mr. Gearan. Mr. Chertoff, that would be my recollection of when 
I learned of the White House-Treasury contacts concerning White- 
water. 

Mr. Chertoff. Did you prepare by looking at these notes that 
show your involvement in September 1993, did you prepare before 
you went to give your testimony? 

Mr. Gearan. To the RTC? 

Mr. Chertoff. Or to this Committee. 

Mr. Gearan. I can’t recall whether I looked at these notes or not, 
Mr. Chertoff. It is certainly the case that my memory would have 
put it there. That is my very best recollection. 

Obviously, I have no reason to doubt the other notes that you 
have that put it in the September time period. When I’ve said it 
was on my radar screen frankly because Mr. Lindsey was the prin- 
cipal point of contact on Arkansas matters, I was assured that this 
would be taken care of. 

Mr. Chertoff. You were the Director of Communications. Are 
you telling us that in a 2-hour meeting where the reporters indi- 
cate that a guy has made specific, specific allegations, and you ac- 
tually draw a diagram of the way the money goes, this is on page 
20297 — I mean, this can’t possibly be a common occurrence to have 
people come in and make this kind of explicit set of allegations, 
and you write page after page of notes, this didn’t leave an impres- 
sion in your mind? 

Mr. Gearan. Mr. Chertoff, I remember the meeting, I remember 
Mr. Gerth coming in. I guess all I can 
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Mr. Chertoff. You do remember the meeting? 

Mr. Gearan. I remember the fact that Mr. Gerth came into the 
White House and we had this — I took these notes. 

Mr. Chertoff. Is it your testimony that this 2-hour discussion 
did not leave an impression on you, was not a memorable event 
when you had it? 

Mr. Gearan. It would be my testimony that because Mr. Lindsey 
was there, because he was the knowledgeable Arkansas point of 
contact within the White House, and because I did not see any per- 
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ceptibie concern on his part, nor was that remarked to me later, 
and I knew that he would be the appropriate person within the 
White House to follow up on it, that’s 

Mr. Chertoff. You weren’t concerned about detailed allegations 
involving Madison and Whitewater by New York Times reporters 
indicating they had detailed allegations of involvement and mis- 
conduct concerning Madison and Whitewater? You didn’t see this 
as a matter to concern you as Director of Communications? 

Mr. Gearan. Well, I guess in tandem with the Engelberg docu- 
ment where Mr. Lindsey informed me that the President had had 
no recollection of those meetings, and that the story wasn’t 
written 

Mr. Chertoff. Is that what he said? This is in response to what 
is frankly a very strong accusation. The response to take that you 
got was — and I take it this is what you got related to you by Mr. 
Lindsey and you had a reason to be accurate about it — on Septem- 
ber 23rd, the response to this very strong and serious allegation by 
Hale is, about these meetings is simply “No recollection, doesn’t be- 
lieve it happened.” That was it? 

Mr. Gearan. Those are my notes, yes; that’s all I wrote down. 

Mr. Chertoff. You didn’t feel a little unsatisfied by that as a re- 
sounding denial of a serious accusation? 

Mr. Gearan. I guess Mr. Chertoff, because I knew Mr. Lindsey 
would be quite knowledgeable about it, and if this is the response 
from the President, given his deportment or his — he did not seem 
particularly agitated about it afterwards, that accounts for my 
recollection perhaps. 

The Chairman. We’ve gone over our time. We’ll come back. 

Senator Sarbanes. Mr. Gearan, I listened to Mr. Chertoff very 
closely. You don’t deny that a meeting took place between you and 
Mr. Gerth and Mr. Lindsey, do you? 

Mr. Gearan. No, sir. 

Senator Sarbanes. You have been very clear in stating that 
that’s the case; right? 

Mr. Gearan. Yes, and these are my notes. 

Senator Sarbanes. You have notes of that meeting? 

Mr. Gearan. I do. 

Senator Sarbanes. And those are undated notes? 

Mr. Gearan. They are. 

Senator Sarbanes. It was your impression, I take it, that meet- 
ing took place after October 14th? Or at least when you were asked 
this question, you didn’t slug that meeting in ahead of it? 

Mr. Gearan. I didn’t, but I have no reason to dispute it certainly 
now, but that would have been where I had placed it. 

Senator Sarbanes. Right. In fact, what you said is that this was 
one of the first contacts, I thought, references that I can recall for 
Whitewater. Now where they are trying to hang you up on that 
here — I am not quite clear why we are in this gotcha game but in 
any event — your recollection, if you had been asked without the 
other material we have that pinpoints the meeting, was that it oc- 
curred later in time; is that correct? 

Mr. Gearan. That would be my recollection. 

Senator Sarbanes. Do you recall when Gerth wrote his article? 

Mr. Gearan. I believe it was the beginning of November. 
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Senator SARBANES. Yes. If I told you it was November 2nd or 
3rd, does that sound about right to you? 

Mr. Gearan. That sounds about right. 

Senator Sarbanes. So the article that sort of came out of all of 
this came at the beginning of November. Now when you made the 
statements, you thought you were trying to give your best recollec- 
tion; is that correct? 

Mr. Gearan. Yes, sir. 

Senator Sarbanes. Now confronted with the Committee’s asser- 
tion that we have other material that indicated this meeting with 
Gerth, you, and Lindsey took place earlier, you don’t contest that? 

Mr. Gearan. No, certainly not. My understanding 

Senator Sarbanes. I take it from your testimony here today you 
accept that? 

Mr. Gearan. I do and I have no reason to dispute that. 

Senator Sarbanes. Right. Mr. Ben-Veniste. 

Mr. Ben-Veniste. The meeting with Mr. Gerth was a meeting 
where he was providing information to you that he had obtained, 
not under oath, but from somebody who was seeking, at that time, 
to be given favorable treatment by prosecutors down in Arkansas, 
Mr. Hale; correct? 

Mr. Gearan. Yes. 

Mr. Ben-Veniste. That was the source of Mr. Gerth’s informa- 
tion. Then he wrote a newspaper story in which he included much, 
if not all, of that information; correct? That was in November. 

Mr. Gearan. Correct. 

Mr. Ben-Veniste. So when we look at the importance of all of 
this, whether you remembered precisely whether the meeting was 
before October 14th or after, it doesn’t make a bit of difference, 
does it? Other than the fact that you’ve given testimony where you 
said you thought the October 14th meeting was before, but in fact, 
now it’s after? 

Mr. Gearan. Which I do not dispute. 

Mr. Ben-Veniste. It was not a meeting of a clandestine nature 
with some conspirator who was going to do something, it was with 
a New York Times reporter? 

Mr. Gearan. Correct. 

Mr. Ben-Veniste. Who then wrote a story? 

Mr. Gearan. Correct. 

Mr. Ben-Veniste. And all you wrote down is what he was telling 
you, not that it was true or false, you wanted to be accurate as far 
as what he was saying; correct? 

Mr. Gearan. Correct. 

Mr. Ben-Veniste. So now let’s look at the big picture for a sec- 
ond, and get away from the game of gotcha and off the capillaries, 
to the heart of the matter. What was your role? What were youi 
supposed to do? 

Mr. Gearan. Well, at that time, I sat in on the meeting, and as 
I said, those are my notes. I understood that Mr. Lindsey, as I said, 
was the principal point of contact on Arkansas-related matters. 

If there are questions here, as the back of the memo or the Gerth 
notes outline, as well as the Engelberg call, I would go to Mr. 
Lindsey. Increasingly, as the Whitewater stories proceeded in the 
fall, Mr. Lindsey took more and more of the calls himself, and be- 
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came the Whitewater spokesperson, if you will, increasingly for 
that, because of the complexity of the issue and the names, people, 
and places that I was frankly very unfamiliar with. 

So, at this point in time, I was in some instances, as other notes 
that I’ve provided show, taking down the questions from reporters, 
but it would be my practice to report this to Mr. Lindsey who 
would either call back himself, or they would increasingly tend to 
call him. 

Mr. Ben-Veniste. Now other than acting as a funnel for informa- 
tion between the news reporters and Mr. Lindsey and back, did you 
direct anybody to go to Arkansas to do anything? 

Mr. Gearan. No. 

Mr. Ben-Veniste. Did you direct some independent fact-finding 
to be done? 

Mr. Gearan. No. 

Mr. Ben-Veniste. Did you set out as an investigative reporter 
within the White House to begin interviewing people? 

Mr. Gearan. No, I did not. 

Mr. Ben-Veniste. So, if I understand your role here, it was in 
a very limited capacity for a limited period of time until Mr. 
Lindsey took over completely to field questions from the press and 
get back to them? 

Mr. Gearan. That’s correct. I did not take it upon myself to 
school myself in the details of Whitewater. I did not think that was 
the best use of my time, and that I should be doing other things. 
And because Mr. Lindsey, frankly, was so knowledgeable about Ar- 
kansas, I thought that was the appropriate course to follow. 

Mr. Ben-Veniste. I know you have been here for many, many 
hours already today. I know it’s hard to sit here and answer ques- 
tions for such an extended period of time, and I commend you for 
your patience and your attention to these matters. 

The question has been raised about what it meant when it was 
said that the Attorney General had closed the door. I had referred 
to several articles that had already appeared that said that Ms. 
Reno had stated publicly, privately, in every which way but Sun- 
day, that she did not want to appoint a Special Counsel. Does this 
reference to “closed the door” when you were listing reasons 
against a Special Counsel, in your mind, refer to the fact that ap- 
parently Ms. Reno had “closed the door” on the appointment of a 
Special Counsel? 

Mr. Gearan. Mr. Ben-Veniste, I think that could be a read of my 
notes. I cannot tell you that I recollect it any further with the bene- 
fit of those articles that you read to me. Those are notes from Mr. 
Ickes. I know you have indicated that you will be asking him this, 
I want to just report to you as completely as I can what I remem- 
ber. And I can’t amplify beyond what I’ve done, sir. 

Mr. Ben-Veniste. Thereafter, despite Ms. Reno’s very public 
statements about her position, which was eventually borne out by 
the facts, when Mr. Fiske was replaced by Mr. Starr despite the 
fact that Mr. Fiske is so highly respected, you then see a situation 
where Ms. Reno, at the request of the President, goes forward and 
does, in fact, appoint a Special Counsel; correct? 

Mr. Gearan. That’s correct. 


1794 


Mr. Ben-Veniste. And all of this happens within a 2-week period 
of time, from the time of your notes to the appointment of a Special 
Counsel? 

Mr. Gearan. Right. 

Mr. Ben-Veniste. Nothing further. 

The Chairman. Mr. ChertofF. 

Mr. Chertoff. You were asked the question, Mr. Gearan, about 
why these issues are important. With respect to this issue of the 
desire of the White House, the concern about Mr. Ickes and Mr. 
Nussbaum, about controlling investigations, of course you were 
aware that ultimately the Attorney General's decision was for her 
to make? She couldn't be told do it or not to do it; right? 

Mr. Gearan. That's my understanding. 

Mr. Chertoff. And of more importance perhaps she couldn’t be 
told to limit the scope because it was her discretion and her inde- 
pendence that would lead her to make that decision; right? 

Mr. Gearan. That’s my understanding. 

Mr. Chertoff. That’s notwithstanding that Mr. Nussbaum had 
expressed concerns about control and scope in the meetings. But, 
I also want to make quite clear that the reference to shutting the 
door has to do with her making the decision on her own, and an- 
nouncing it on her own; isn’t that right? 

Mr. Gearan. Mr. Chertoff, again, I — that could be an interpreta- 
tion. Mr. Ben-Veniste outlines another one. 

Mr. Chertoff. When you swore under oath in your deposition a 
couple of days ago which interpretation did you advance? 

Mr. Gearan. Well, I had not had the opportunity to review any 
of the articles that were read to me. I am just trying to 

Mr. Chertoff. You’ve had the opportunity to look at your notes? 

Mr. Gearan. I did, sir. 

Mr. Chertoff. Didn’t you tell us in the deposition a couple of 
days ago that the interpretation — wasn’t the interpretation that 
you adopted that the Attorney General, was going to act independ- 
ently, that she hadn’t decided, and that she had shut the door, and 
she would decide and announce it on her own? 

Mr. Gearan. That’s how I could read that sentence. 

Mr. Chertoff. That’s how you read it in the deposition; right? 

The Chairman. Get the deposition out. 

Mr. Chertoff. Page 144. 

The Chairman. Take a look at your deposition. We had to pull 
teeth to get the facts and we are going to do it. And if we have to 
stay here late, we will. Do you have a copy of your deposition? 

Mr. Gearan. I don’t, sir. 

The Chairman. Page 144. 

Mr. Chertoff. Let’s get Mr. Gearan a copy of the deposition, 
please, before we start. It is further up the page, it’s line 

The Chairman. Let’s wait until he gets to it. Do you have the 
page, Mr. Gearan? 

Mr. Gearan. Yes, I do. 

Mr. Chertoff. Follow along at line 20. 
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Question: What did you understand Mr. Ickes to be saying by “Reno has shut the 
door”? 

Answer: I can’t recall. I guess I could read that as she will make up her own mind 
on this. She is an independent Attorney General. She has said that she hasn’t de- 
cided, that she has shut the door, that she will decide and announce it on her own. 
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That’s the interpretation you advanced in your deposition; right? 
Correct? It is right there in black and white. 

Mr. Gearan. Yes, I said I can’t recall, but then I guess I could 
read this. That’s how I guess 

Mr. Chertoff. And you came up with an interpretation of your 
own notes; right? Which talked about the fact “that she has shut 
the door, that she will decide and announce it on her own.” Is that 
the answer that you gave in response to the question you were 
asked, yes or no? 

Mr. Gearan. From the deposition, yes. I have no reason to 

The Chairman. When was the deposition given? 

Mr. Gearan. Monday evening, sir. 

The Chairman. This past Monday evening? 

Mr. Gearan. Yes. 

Mr. Chertoff. In terms of why it is important, are you aware 
of the fact that within a matter of weeks after this discussion with 
Mr. Nussbaum and Mr. Ickes concerning controlling investigations, 
the issue of controlling another investigation was presented, having 
to do with the RTC’s investigation of matters associated with Madi- 
son, and whether Roger Altman, the Deputy Treasury Secretary, 
would stay on and be involved in that, or whether he would recuse 
himself? Are you familiar with that? 

Mr. Gearan. Not in a detailed way. 

Mr. Chertoff. Were you involved in discussions at the White 
House concerning the desire to control that investigation by having 
Mr. Altman stay in charge rather than recuse himself? 

Mr. Gearan. No, I don’t recall that. 

Mr. Chertoff. Do you see a pattern here in which it seems that 
Mr. Nussbaum and Mr. Ickes and others felt a strong desire to as- 
sert control over who the decisionmakers would be on investiga- 
J tions? 

Mr. Gearan. Mr. Chertoff, I have not seen a pattern to that in 
; my White House time. 

1 Mr. CHERTOFF. Do you see a problem with the White House hav- 
ing a desire to exert control over the people who are going to be 
making decisions about investigations that touch upon the Presi- 
dent and the First Lady? 

Mr. Gearan. What I do know is the conversations we had in the 
White House, during this week in particular, was the matter that 
the Independent Counsel would not have this kind of control. That 
w was the whole point that Mr. Nussbaum was making, that they as 
I have said, tended to go on and last 

Mr. Chertoff. And be unguided? 

Mr. Gearan. And be unguided. 

ofli Mr. Chertoff. Now in terms of the importance of your testimony 
in 1994 about the sequence of these discussions, what’s important 
it* about this, Mr. Gearan, is, back in 1994, I think the Committee 
and the RTC were trying to get a sense of why information was 
coming from Treasury to the White House, and why you would 
lave, for example, attended a meeting at which there was discus- 
ttlK sion between an official of Treasury who had access to confidential 
nformation and people in the White House. 

The thrust of your testimony was that basically this whole issue 
0 Jvas no big deal for you back in the fall, and therefore, essentially, 
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your involvement was almost that of a bystander. And would you 
agree with me that, in assessing your state of mind at that time, 
an awareness that you had been involved during the same time pe- 
riod in extended conversations with reporters where they had laid 
out the detailed allegations of Mr. Hale would have been of consid- 
erable value in assessing the degree of your interest in this matter? 

Mr. Gearan. Senator — I mean, Mr. Chertoff, I never joined those 
two things. 

Mr. Chertoff. You didn’t join 


Mr. Gearan. For the October 14th meeting, if that’s what your 
question is. 

Mr. Chertoff. You didn’t draw a link in your mind between the 
meeting on October 14th where there was discussion about Madi- 
son and Whitewater and the Rose Law Firm, and your conversation 
with Mr. Gerth for 2 hours where he laid out chapter and verse of 
Mr. Hale’s allegations of the President’s alleged misconduct with 
respect to Madison and Whitewater? Those two events were totally 
different to you? You didn’t see any connection? 

Mr. Gearan. Well, again, I would have placed it at a different 
point, but aside from that, because Mr. Lindsey was the principal 
source of information on this, and I frankly must have taken my 
cues from the meeting we had with Mr. Gerth from Mr. Lindsey. 

Mr. Chertoff. You didn’t mention anything about the meeting 
with Gerth as having occurred either before or after the October 
14th meeting, did you? 

Mr. Gearan. To? 

Mr. Chertoff. During your testimony before the Senate or the 
RTC Inspector General? 

Mr. Gearan. I don’t know. I haven’t reviewed my transcript, but 
I don’t recall if I did or not. 

Mr. Chertoff. By the way, let me direct your attention to page 
S 20572 of your notes. I think this is January 5th, still. This is a 
meeting with the Vice President? 

Mr. Gearan. Mr. Chertoff, I don’t know if this page is — it is 
seemingly an entire day kind of listed here, Vice President, a 
luncheon, and then p.m. meeting in the evening. 

Mr. Chertoff. Whose handwriting is it? 

Mr. Gearan. It is my handwriting. I can’t imagine that there are 
three different meetings or whether I was summarizing something 
at the end of the day. 

Mr. Chertoff. Did you talk to the Vice President? 

Mr. Gearan. I don’t recall personally talking to the Vice Presi- 
dent about this. 

Mr. Chertoff. Does this based on your practice in terms of your 
notes, which we have now spent a fair amount of time on today, 
is there a doubt in your mind that this records — it says at the top, 
<< VPOTUS,” that means Vice President of the United States; right? 

Mr. Gearan. That’s right. 

Mr. Chertoff. And it says 5 January; right? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. No one else is listed here; right? 

Mr. Gearan. No. 

Mr. Chertoff. Then it says here, “I’ll do it. I’m sure it will help. 
Need to dump all documents.” Whose words are those? 
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Mr. Gearan. I believe — well, it is my handwriting. I don’t know 
that I am quoting what someone is telling me about the Vice Presi- 
dent, or what he told someone. I don’t recall personally speaking 
with the Vice President about this. 

Mr. Chertoff. What was your understanding about who stated, 
‘Til do it. I’m sure it will help. Need to dump all documents.”? 

Mr. Gearan. My understanding, or how I would read this, is I 
recall, I believe, this period of time, in our efforts to have state- 
ments made about why a Special Counsel was not needed to make 
the arguments about why it was not needed. There, I believe, was 
going to be a press event, and that might apply to the second entry, 
“Luncheon, no question on Whitewater,” where, if I recall correctly, 
the Vice President said that he would do it, he would make the ar- 
gument for why an Independent Counsel was not necessary or 
called for at this time. 

I would read “I am sure it will help,” that sounds to me like 
frankly a sarcastic joke on the part of the Vice President, that in 
light of the considerable drumbeat, that this would be unlikely to 
turn the tide of public debate on it. 

Mr. Chertoff. What does the phrase “Need to dump all docu- 
ments mean.”? 

Mr. Gearan. Well, in preparing for this hearing, I observed in 
the materials that were — I was questioned on in my deposition, 
and reviewed the stories that existed on January 4th and 5th, in 
that period of time, where there is a question of the documents 
going over to the Department of Justice — that was a considerable 
press story at the time. The White House had said on that Sunday 
that they had gone to the Department of Justice. 

Then the next day, the Press Secretary said well, it will take a 
couple of weeks, according to the press reports I reviewed from the 
package that I was questioned on. 

Mr. Chertoff. What package of press reports? 

Mr. Gearan. From my deposition, the documents that were sub- 
mitted, to the Committee. 

My observation, in remembering now that that was a big press 
issue at the time, could very well be that the importance of getting 
all of the documents over to Justice as soon as possible. 

Mr. Chertoff. You interpret the phrase “dump all documents” 
as get them over to the Department of Justice as soon as possible? 

Mr. Gearan. “Dump” would be my word obviously. I mean, get- 
ting it, turning it over or — I wouldn’t — I think it can be read in the 
context of what was a very big press issue at the time about the 
White House back-and-forth on this issue. 

Mr. Chertoff. And this is a recollection you have just come to 
since your deposition, based upon a review of articles? 

Mr. GEARAN. Well, I was notified last Thursday and I have tried 
to do my best to prepare for this. Last evening, when I was looking 
at the submitted documents to this Committee 

Mr. Chertoff. You mean the notes? 

Mr. Gearan. My notes and the press articles. There is a memo- 
randum from the Press Secretary about the different network news 
articles, and I was reading this. I was reminded of that very big 
press issue at the time, that I had frankly not remembered before. 
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Mr. Chertoff. So last night you determined that “need to dump 
all the documents” means that the Vice President suggested getting 
all the documents over to Justice as soon as possible? 

Mr. Gearan. Well, in my deposition, I said I thought it could 
mean that it was the Clintons have recognized the need to provide 
the information to the Department of Justice. That’s how one could 
read that. 

Mr. Chertoff. One could read anything almost anyway, and we 
have learned during the course of these hearings, Mr. Gearan, 
some people will pretty much read anything any which way. But 
my question to you is you came to the conclusion that this refers 
to getting documents over to Justice last night; is that right? 

Mr. Gearan. I am just trying to help the Committee, of how I 
would read my notes. I have to observe, in reading the articles last 
night, I was refreshed that this was a very big press issue about 
White House credibility, that on Monday evening, I had not had a 
chance to review all of those articles. 

Mr. Chertoff. Now, Mr. Gearan, I want to go back to this issue 
of the documents because I am really baffled. What was the proce- 
dure when you were at the White House for responding to subpoe- 
nas or document requests from the White House for paperwork 
that might be in your possession? They notified you, they gave you 
some kind of a memo, and told you what they wanted? 

Mr. Gearan. Yes. 

Mr. Chertoff. And you collected everything conceivably relevant 
in one space; right? 

Mr. Gearan. That’s correct. 

Mr. Chertoff. You reviewed it to make a determination about 
what you thought was responsive; right? 

Mr. Gearan. With my counsel, yes. 

Mr. Chertoff. Where did you keep this segregated material in 
your office? 

Mr. Gearan. In my office there is a credenza. 

Mr. Chertoff. A particular credenza you kept this stuff in? 

Mr. Gearan. Yes. 

Mr. Chertoff. Did you tell the White House Counsel’s Office 
where you were keeping this stuff? 

Mr. Gearan. I don’t know that I did. I don’t recall. 

Mr. Chertoff. Did anybody from the White House Counsel’s Of- 
fice, which had accepted the subpoena and taken responsibility for 
complying with it, did they ever come by and say we would like to 
look at the universe of stuff that might be responsive and make our 
own determination? 

Mr. Gearan. I believe my counsel reviewed it with White House 
Counsel but I am not certain. 

Mr. Chertoff. Your understanding is your counsel reviewed it 
with White House Counsel. Did White House Counsel know where 
you kept this stuff? 

Mr. Gearan. I don’t know. 

Mr. Chertoff. Did they ask you for a set so they could have a 
central file of all White House documentation that might conceiv- 
ably be responsive? 

Mr. Gearan. I don’t know. 

Mr. Chertoff. I mean 
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Mr. Gearan. I don't recall that. 

Mr. Chertoff. These notes were notes that you prepared in the 
course of your official duties as the White House Communications 
Director; right? 

Mr. Gearan. That's correct. 

Mr. Chertoff. This isn't your personal diary 

Mr. Gearan. No. 

Mr. Chertoff. — of your personal stuff? 

Mr. Gearan. Right. 

Mr. Chertoff. It is official stuff which, under the law, is sup- 
posed to be kept within the control of the White House 

Mr. Gearan. Right. 

Mr. Chertoff. — generically; is that right? 

Mr. Gearan. That’s my understanding, yes. 

Mr. Chertoff. What I have a hard time understanding is it is 
i segregated, it is put in a certain area, you even think that the 
White House Counsel’s Office may have at a point in time reviewed 
! the documents with your counsel. How is it possible that these 
things leave the White House, and no one at the White House 
• misses them, or reaches out to you, and says we need these things 
i back? 

j Mr. Gearan. I can't speak for the White House Counsel's produc- 
tion process, Mr. Chertoff. I do know that my office was packed, 
that I did not pack my office. I wish I had. And that that accounts 
it for its inadvertent transfer. 

Mr. Chertoff. When did your office get packed up? 

Mr. Gearan. I believe the end of August, I would assume. I was 
it on vacation from mid-August through Labor Day and did not re- 
turn to the White House. 

Mr. Chertoff. We asked for documents relating to Whitewater, 
in and really anything concerning the Resolution in August. Did any- 
body come to you at the end of August and say do you have things 
that are relevant to this? 

Mr. Gearan. I don’t recall that, no. 

Mr. Chertoff. On August 25th, I think, the letter went out. Did 
xe you see an August 25th letter requesting all documents relating to 
Whitewater and Madison? 

Mr. Gearan. On August 25th? 

Mr. Chertoff. Yes. 

Mr. Gearan. I don't recall that, Mr. Chertoff. 

Mr. Chertoff. Would you agree with me these notes clearly re- 
3 ur late to Madison and Whitewater? 

Mr. Gearan. Yes. 

use Mr. Chertoff. I see my time is up. 

The CHAIRMAN. We have some more to go over. 

Senator Sarbanes. OK, good. Mr. Gearan, your deposition, when 
was that done? 

Mr. Gearan. Monday evening. 

Senator Sarbanes. Do you recall when it began? I have here that 
/e a it began at 5:30 p.m. 

:e iv- Mr. Gearan. That’s my understanding, yes. 

Senator Sarbanes. And it finished after 10:00 

Mr. Gearan. Yes, Senator. 

Senator SARBANES. — is that correct? 
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Mr. Gearan. Yes. 

Senator Sarbanes. Did you take time out for dinner? 

Mr. Gearan. No, we did not. 

Senator Sarbanes. You went straight through with no dinner? 

Mr. Gearan. That’s correct. 

Senator Sarbanes. Your counsel said at the beginning, “If I may 
make a brief statement. For the record, Mr. Gearan is appearing 
here voluntarily and on rather short notice.” 

And Ms. Fisher who was counsel for the Majority said, “Yes, we 
appreciate that very much. So thank you for being so flexible.” 

Your attorney then said, “The one thing I wanted to make clear 
is he has really not had an opportunity since he has been, shall we 
say, hitting the ground running at the Peace Corps since he came 
to have a opportunity to revisit this subject, either before or after 
your invitation to come down today. I do want to say at the begin- 
ning, he will endeavor to use his best efforts but to understand 
that we’re sort of catching him with a relatively minimal amount 
of opportunity to refresh his recollection about the broader context 
of this inquiry.” Do you remember that 

Mr. Gearan. I do. 

Senator Sarbanes. — statement by your counsel? 

Now then, Counsel took you through your notes phrase by 
phrase; is that correct? 

Mr. Gearan. That’s correct, Senator. 

Senator Sarbanes. And you know, even in those instances where 
you said well, you didn’t recall, you were then pushed to interpret 
what the notes meant; is that correct? 

Mr. Gearan. Well, I tried to do my best to interpret what my — 
how I would read my notes. I tried to note where I did not have 
any independent recollection of it as best as I could. 

Senator Sarbanes. Let’s take the one on Janet Reno about which 
they were pressing you on that answer, you said, “I can’t recall. I 
guess I could read that,” and then you went on to state what your 
guess was, as to how you could read it. Now as I look at your notes, 
that’s not the only instance when that happened; is that correct? 

Mr. Gearan. That’s correct. There were probably many instances 
in this deposition where I was not able to fully recall the specifics 
of it, particularly when I was 

Senator Sarbanes. Of course, interestingly enough, that answer 
in terms of she is an independent Attorney General is consistent, 
of course, with the position she took, in not wanting to name a Spe- 
cial Counsel? 

Mr. Gearan. Yes. 

Senator Sarbanes. Now, you were also asked about this meeting 
with Gerth, and as I recall, this was at your deposition, your testi- 
mony was that you placed it later; is that correct? 

Mr. Gearan. I would have, but I also don’t dispute the fact of 
its apparent date in September. 

Senator Sarbanes. You said, “I guess the only thing I would say 
today is I have no reason to dispute that the meeting was in Sep- 
tember, if the notes join those facts. I would not have placed it 
then.” 

Mr. Gearan. I would not have. 
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Senator Sarbanes. You go on to say, “I would not have placed 
it at that time line, but again, I have no reason to dispute that.” 
And of course, that’s the position you take here today as well? 

Mr. Gearan. It is. 

Senator Sarbanes. So it is consistent with the position you took 
in your deposition. 

Mr. Gearan. That’s correct, sir. 

Senator Sarbanes. Mr. Chairman. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Mr. Gearan, I want to explore with you this con- 
cept that your 2-hour meeting with Jeff Gerth, you didn’t have any 
particular reaction to it; that’s your testimony? 

Mr. Gearan. Well 

Mr. Chertoff. That didn’t alarm you, you didn’t feel this was a 
matter that you ought to be concerned about or just kind of a rou- 
tine matter, was that it? 

Mr. Gearan. I guess my testimony would be that, because I did 
not see any evidence of Mr. Lindsey’s alarm, afterwards or in those 
days, that I not knowing any of the names or many of the issues 
that Mr. Gerth outlined to us, I took my cues from Mr. Lindsey’s 
reaction. 

Mr. Chertoff. Do you have your document, S 20292? We just got 
this, I guess, in the last month. And I want you to follow me and 
tell me, did you talk to Mr. Lindsey afterwards to gauge his reac- 
tion, or are you just going by his body language? 

Mr. Gearan. I don’t recall. I would have assumed I did. But I 
have no recollection of any extraordinary reaction of Mr. Lindsey. 

Mr. CHERTOFF. My question is did you talk to Mr. Lindsey after 
Gerth left, about what this was about? 

Mr. Gearan. Mr. Chertoff, I don’t recall an instance, but it seems 
likely that I would. 

Mr. Chertoff. Seems pretty likely you don’t recall what he said 
about it; right? 

Mr. Gearan. I don’t recall specifically what he said. No, I do not. 

Mr. Chertoff. Let’s explore whether this is the kind of material 
that would likely capture your attention or whether it was too ob- 
scure. It begins with a reference to “David Hale — Federal Grand 
Jury investigation, misuse of SBA money, about to be indicted for 
plea, claims pressure of people to loan, Bill Clinton, Jim Guy Tuck- 
er.” Did that catch your attention? 

Mr. Gearan. Well, I don’t know how much more I can add, Mr. 
Chertoff. 

Mr. Chertoff. Was that the first you heard of an allegation that 
Mr. Clinton had been involved in pressuring someone to make an 
illegal loan? 

Mr. Gearan. I believe so. 

Mr. Chertoff. And did that surprise you to hear The New York 
Times reporters saying they had an allegation from a specific per- 
son to that effect? Isn’t your job, it is not like you were in a na- 
tional security council, you were the Director of Communications. 
Maybe I am wrong, doesn’t that mean you are in charge of commu- 
nications? 

Mr. Gearan. That’s what it means. 
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Mr. Chertoff. That means you have to be concerned about the 
image that the White House is projecting out; right? 

Mr. Gearan. Correct. 

Mr. Chertoff. I assume you were at the meeting with Lindsey, 
not as a potted plant, but because he viewed you as being a nec- 
essary person to be there; right? 

Mr. Gearan. Well, I would like to think that, Mr. Chertoff. 

Mr. Chertoff. You think he was just looking for company? 

Mr. Gearan. No. But for my own part, certainly I was grateful 
Mr. Lindsey was there because this was information and people 
and names that I was most unfamiliar with and it would be obvi- 
ous I would have to look to Mr. Lindsey for handling this matter. 

Mr. Chertoff. Did you do that? Did you look to Mr. Lindsey 
afterwards to explain to you and lay out what this was about? 

Mr. Gearan. Well, I do know from the follow-up questions from 
Mr. Engelberg, the questions that he listed in that phone message 
that you mentioned earlier, I would have gone to Mr. Lindsey for 
that information. 

Mr. Chertoff. Here is what I do not get. For 2 years now we 
have heard people say that the reason it was important to get in- 
formation from various law enforcement agencies was to prepare 
for press inquiries. You are the guy with the responsibility for su- 
pervising responses to press inquiries and making sure it happens. 
And yet, with respect to a 2-hour conversation with The New York 
Times, where they repeat detailed damaging allegations, you don’t 
seem to be real interested in kind of putting together a memo or 
something that’s going to enable you to respond to the press. 

Mr. Gearan. I guess, Mr. Chertoff, because of the press of other 
business on my plate, because of the other legislative issues that 
the President was working on, and NAFTA I believe was up in the 
fall, and other issues, that I felt the best use of my time was to 
work on how we can explain and communicate the President’s 
agenda because Mr. Lindsey frankly was known within the White 
House as being that person to speak with, to get the information, 
I thought that was entirely appropriate. 

Mr. Chertoff. But you nevertheless took copious notes. 

Mr. Gearan. I did. 

Mr. Chertoff. Now as you move down the page, toward the bot- 
tom of that first page 

Senator Sarbanes. Page 1? 

Mr. Chertoff. Page 1. It says, “Allegation BC encouraged mis- 
use of Government programs or at least a cover-up.” At that point 
did a little alarm bell go off with you? 

Mr. Gearan. Mr. Chertoff, I am not sure I can add too much 
more than what I have testified in terms of my recollection of this, 
and the probable reasons for that. 

Mr. Chertoff. Your position with us and it is very pertinent to 
the issue of your testimony before the Committee in 1994, that this 
hadn’t popped up on the radar screen and was not a big deal to 
you. At least someone has to weigh that against this new evidence, 
in terms of seeing whether it kind of fits. 

And if you had no notes or a page of notes on a conversation, it 
might be pretty easy to understand that you wouldn’t consider that 
popping up on the radar screen, but here, given the October 14th 
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meeting specifically involved a discussion that there were going to 
be potentially criminal referrals involving Madison and White- 
water, the fact that within 3 weeks earlier you had heard there 
was a witness who was trying to plead — you know, reach a plea 
bargain by making allegations regarding Madison and Whitewater, 
it is hard to see how you wouldn’t connect these things. And when 
you went on October 14th, you wouldn’t immediately key into the 
fact that you had been hearing about this. For someone whose job 
is communications, this is what we are trying to figure out. 

Now on page 20293, you write down 

Senator Sarbanes. Is that page 2 of these notes? 

Mr. Chertoff. Page 2 of the notes. You recount what Hale says 
with “Three conversations with BC.” That’s Bill Clinton; right? 

Mr. Gearan. Yes. 

Mr. Chertoff. That much detail you understood; correct? Then 
you see on the third page, that Gerth went to Arkansas last week, 
12 hours of interviews. And I take it from your experience you un- 
derstood that that suggested The Times was treating this with a 
certain degree of seriousness; right? 

Mr. Gearan. Yes. I was certainly aware that Mr. Gerth was a 
respected reporter. 

Mr. Chertoff. That would suggest to you as Communications 
Director, this is something you ought to start paying attention to; 
is that right? 

Mr. Gearan. Mr. Chertoff, again, my best recollection is deriva- 
tive, I guess principally because of how Mr. Lindsey approached it. 

Mr. Chertoff. If your view of this September meeting was that 
this was Lindsey’s problem, why were you the one who responded 
to questions on September 23rd from Steve Engelberg rather than 
simply kicking it over to Lindsey? 

Mr. Gearan. As I said, increasingly it became that. Initially I 
would get the answers from him and report back to the reporters. 
It became increasingly clear to me, and I think to Mr. Lindsey, that 
it was easiest for reporters to call him directly, or he would call 
them back after I had outlined to him the kinds of questions that 
were going to be asked. 

Mr. Chertoff. But as of the October 14th meeting with Ms. 
Jean Hanson from Treasury, you were still attending the meetings; 
right? And you were taking notes? 

Mr. Gearan. That meeting I was at briefly, yes. 

Mr. Chertoff. Did you miss part of the meeting? 

Mr. Gearan. Yes, I did. 

Mr. Chertoff. Then after that, your recollection is you turned 
it over to Lindsey? 

Mr. Gearan. My recollection is that increasingly throughout that 
period of time in the fall, he became the principal contact for most 
of the press. 

Mr. Chertoff. See, but that doesn’t fit with your earlier testi- 
mony that you believed that this long, extensive conversation with 
Gerth occurred after the October 14th meeting, because you have 
just told us your memory of that period of time was that, as time 
passed later into the fall, you had less and less to do with it. That’s 
inconsistent with the statement that somehow your heavy meeting 
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with Gerth, your 2-hour meeting with Gerth, would have occurred 
later in the fall rather than earlier? 

Mr. Gearan. Let me try to explain. My belief is that at that time 
I — my recollection of this period of time is that, increasingly, the 
day-to-day press contacts and the more detailed questions that 
were coming in from a variety of different reporters, particularly as 
we moved into later in the fall, were handled by Mr. Lindsey. 

It is certainly the case in the beginning part of this, I would get 
the answers, as I did I believe with Mr. Engelberg, and then call 
him, which I think I did directly and report to him my information 
was from Mr. Lindsey, in all of this material. 

Mr. Chertoff. So that given your testimony here, that as time 
went on you were less involved, it doesn’t make much sense that 
the biggest and most extensive meeting involving this issue would 
have occurred later in the fall, after October. It really only makes 
sense it would have occurred earlier, which is what the documents 
show. 

Mr. Gearan. And I have no reason, as I said, to dispute that. I’m 
just trying to say that when this came on my radar screen, I would 
not have placed it at that point. That’s obviously erroneous because 
this meeting with Mr. Gerth was in September. 

Mr. CHERTOFF. When you testified under oath twice within 9 
months of these events in 1994, on each occasion, you affirmatively 
stated that the October 14th meeting was the first meeting; right, 
the first discussion? 

Senator Sarbanes. One of the first. 

Mr. Chertoff. Actually I think that 

Senator Sarbanes. In the testimony in the deposition to our 
Committee, what did he say? 

Mr. Chertoff. I will do both of them. 

One of the first contacts references you could recall, you said in 
the deposition to the Committee, was October 14th. It was not on 
your radar screen at this point in time. 

You were earlier asked by the RTC IG: 

Question: When were you first made aware of the issues surrounding the Madison 
Guaranty/Whitewater matter? 

Answer: I — The first recollection I’d give would be the meeting that I attended in 
October. 

Question: When was that? 

Answer: October 14th, 1993. 

That’s page 4; right? 

Mr. Gearan. I have no reason to dispute 

The Chairman. Let’s put it in front of you. Let’s go over it slowly, 
each one of them. Do you see it there? 

Mr. Gearan. Yes, sir. 

The Chairman. Why don’t you read it. “When were you first” — 
start from the top question. 

Mr. Gearan. It says: 

Question: When were you first made aware of the issues surrounding the Madison 
Guaranty/Whitewater matter? 

Answer: I — the first recollection I’d give would be the meeting that I attended in 
October. 

Answer: When was that? 

Question: October 14th, 1993. 
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Mr. CHERTOFF. That is what you said in your testimony to the 
RTC? 

The Chairman. Continue, go on down. How were you advised of 
that meeting? 

Mr. Gearan. It says: 

Question: How were you advised of that meeting? 

Answer: It was on my schedule that day and — to go to a meeting in Mr. Nuss- 
baum’s office. 

Question: Who contacted you? 

Answer: Who put it on the schedule? My assistant Steven Cohen. 

Mr. CHERTOFF. Let's go back to this meeting with Jeff Gerth 

Senator Sarbanes. Let's do the deposition. 

Mr. CHERTOFF. I think we’ve done the deposition. 

The Chairman. Let's put the deposition up, page 24. Ready? 

Mr. Gearan. It says: 

Question: You don’t recall anybody in the room having any type of reaction to 
these inquiries at all? 

Answer: No. Again for the part of the meeting that I was at, these are the notes 
that I took because they were questions to Treasury and about an RTC matter. This 
was one of the first contacts, I thought, references that I can recall for Whitewater. 
This was not on my radar screen, Whitewater, at this point in time. So I don’t recall 
this meeting vividly beyond these notes in the Early Bird system. 

Mr. CHERTOFF. Now let’s go back to that interview with Gerth 
in September. Move to page 20295, you have page 2 at the top 
but — let’s keep it in sequence, down toward the middle 

Mr. Gearan. I'm sorry. The Bates number again is? 

Mr. CHERTOFF. S 20295. 

Mr. Gearan. OK. 

Mr. CHERTOFF. In the middle of the page, “McDougal also told 
him he would run to audit in S&L had to get loans transactions 
out of there, asked for a list of assets.” Does this ring a bell? 

Mr. Gearan. No. 

Mr. CHERTOFF. Then there was a discussion of Castle Sewer and 
Water, Steven Smith loan to Susan McDougal. I mean, you had a 
very 

Senator Sarbanes. What page are we reading from now? 

Mr. CHERTOFF. 20295. 

Senator Sarbanes. Page 4? 

Mr. CHERTOFF. Page 2 at the top. 

The Chairman. Page 2 at the top and fourth or fifth page in, 95. 
Page 2 at the top. 

Senator Sarbanes. On page 4 of the notes. 

The Chairman. Yes. 

Mr. CHERTOFF. You were keeping a very detailed account of what 
Mr. Gerth was telling you. 

Mr. Gearan. It was certainly my practice to write down informa- 
tion from reporters, and the questions they would be asking the 
White House. 

Mr. CHERTOFF. There weren't a lot of question marks and nota- 
tions that you didn’t understand what was going on; right? 

Mr. Gearan. Well, there may not have been but I certainly 
wasn't — this was all very complex to me. 

Mr. Chertoff. Now next page, 20296, it has a little 3 at the top. 

Senator Sarbanes. This is page 5 of the notes? 
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Mr. Chertoff. They are not numbered sequentially otherwise, so 
I think the best I can do is 20296 at the bottom. In the middle of 
the page it says, ‘‘Early 1986, examiners go to Madison Guaranty.” 
Now Madison Guaranty came up in your October 14th meeting 
with Ms. Hanson; right? 

Mr. Gearan. The question of the referrals? 

Mr. Chertoff. Yes. You knew what Madison Guaranty was; is 
that right? 

Mr. Gearan. I believe I had heard about it, yes. Mr. Chertoff, I 
was never schooled in a lot of this detail. 

Mr. Chertoff. But this looks to me like a schooling process. This 
is the problem 

Mr. Gearan. Well, because frankly 

Mr. Chertoff. You were writing down what is really a compel- 
lingly lucid account of this 

Mr. Gearan. I understand. 

Mr. Chertoff. — which frankly would have been like a road map 
a year ago to all of this. And yet then 3 weeks later, you are acting 
as if you are completely disinterested and ignorant about this. That 
is why I am going through this to examine the level of detail and 
comprehension to the point that on the next page, you actually do 
a little diagram here. This is 20297. You talk about the appraisers 
inflating, and then you have Madison money going to Hale, puts 
into this SBIC, and then you have loans to entities that Madison 
had trouble with. I mean, we could have used this chart 3 weeks 
ago. It is a beautiful — not 

Senator Sarbanes. Well, we had the Gerth article on November 
2nd, 1993. 

Mr. Chertoff. My point is you knew in September this was on 
your radar screen, you have a lengthy exposition of it 

The Chairman. I want to point out, Mr. Gearan, that on Novem- 
ber 2, following this meeting which took some time, there was an 
article in some detail 2 weeks prior to your November meeting, so 
this was on your radar screen. Are you saying that that wasn't on 
your radar screen? When the article was printed — I haven't seen 
the November 2nd article. I may have seen it — but indeed, if Mr. 
Gerth, subsequent to the September meeting, published an article 
on November 2nd; is that right? 

Mr. Gearan. My understanding, Mr. Chairman, is that the arti- 
cle did not run until November. 

The Chairman. November 2nd; is that right? 

Mr. Gearan. That's my understanding. 

The Chairman. Yes. So if this was not a memorable occasion, 
given the matters and the detail that were laid before you with Mr. 
Lindsey, then what would be a memorable meeting? 

Mr. Chertoff. In the course of this meeting, wasn't there even 
discussion about Mr. Foster's death and some question about — I 
want to go to page — this is toward the end, S 20309. 

Senator Sarbanes. 20-what? 

Mr. Chertoff. 20309. 

Senator Sarbanes. What about all the pages in between? 

Mr. Chertoff. I am going to do all the pages but this is memo- 
rable stuff. It says, “Believe VF," Vincent Foster, “was involved 
somehow, knowing they were — had done work for JMcD.” Didn't 
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the fact that Mr. Foster potentially had a connection with Mr. 
McDougal raise a red flag for you in September, which was 2 
months after Foster took his own life? 

Mr. Gearan. Mr. Chertoff, I don’t know how much more I can 
add to this, that because of the particular meeting, and because 
Mr. Lindsey was in the room, and because I knew him to be knowl- 
edgeable about this, and I suspect from his 

Mr. Chertoff. Did you know Mr. Foster? 

Mr. Gearan. Yes, sir. 

Mr. Chertoff. Didn’t your curiosity get piqued by the thought 
that Mr. Foster — there was some connection between Mr. Foster 
and work from McDougal and The New York Times was going to 
be examining this or looking into this? 

Mr. Gearan. It was quite a lengthy and frankly very complicated 
report from Mr. Gerth, and because of its complexity and because 
of Mr. Lindsey’s expertise, that is my recollection. 

Mr. Chertoff. What does that say there by where it says, “Out 
to POTUS meeting”? What does that mean? 

Mr. Gearan. I assume I had to go to a meeting with the Presi- 
dent and I left the meeting. 

Mr. Chertoff. It says, “Request to see the rest of the notes.” 
Where does that come from? 

Mr. Gearan. It is the continuation of the — I would assume the 
Gerth meeting, of what he is requesting. 

Mr. Chertoff. So you went back in again? 

Mr. Gearan. That’s how I would read that, yes. 

Mr. Chertoff. When you went to see the President in between 
the first part of the meeting and the second part, did you say, “By 
the way, there is a guy in here, a reporter from The New York 
Times, who says there are allegations you were involved in some 
kind of illegal loan activity?” 

Mr. Gearan. No, I don’t believe I did, no. 

Mr. Chertoff. As you sat there in your meeting, did you won- 
der, I mean, having just heard pages of allegations, did you won- 
der, did any kind of irony strike you? 

Mr. Gearan. I don’t recall that. I would not have brought it up 
with the President because, of course, I would have understood 
that would be for Mr. Lindsey to do because he was most able to 
understand and to ask the President these questions. I would not 
have understood that as my 

Mr. Chertoff. But then you made a point of going back in; you 
didn’t just tail off; you actually went back into the meeting? 

Mr. Gearan. To the Gerth meeting? 

Mr. Chertoff. Yes. 

Mr. Gearan. Yes. 

Mr. Chertoff. If it wasn’t of interest and too confusing and Mr. 
Lindsey was the one handling it and he didn’t care, why did you 
go back to the meeting? 

Mr. Gearan. I understood it to be important because of The New 
York Times and because of this information that I was sitting on 
and to assist in making sure that what the particular reporter from 
The New York Times wanted, that we have listed as clearly as we 
could. 
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Mr. Chertoff. So it was important then? I am trying to figure 
out, it is either unimportant or it is important. Which is it? 

Mr. Gearan. Well, certainly The New York Times is important. 
And I think sitting down for this period of time evidences that. The 
question of whether it came on my so-called radar screen or not, 
it would not have in this period. 

Mr. Chertoff. I’m going to continue on this issue of memorable- 
ness. I want to go back on this issue of the documents. 

You told us that you, in terms of your dealings with the White 
House, you had taken these documents inadvertently, no one in the 
White House evidently was taking steps to make sure documents 
weren’t inadvertently removed. We received a letter on February 
13th, which was 2 days ago, from Ms. Sherburne. Mr. Waldman, 
whose name came up in your notes, wonderful to relate, on Feb- 
ruary 12th, he discovered documents in the course of an office 
move. Have you talked to Mr. Waldman about his recent discovery 
of documents in the — maybe we ought to move everybody and we 
will get more documents. 

Mr. Gearan. I have not talked to Mr. Waldman, no. 

Mr. Chertoff. One of the problems — and for this I think this is 
not — obviously Mr. Waldman is not your responsibility. One of the 
problems, Mr. Gearan, is we may have to go back with you over 
these things, too. 

The Chairman. Excuse me. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Can we put up the note of the chart which Mr. 
Chertoff has found so fascinating from your notes? Memorable. 

Mr. Chertoff said I wish we would have had this chart last week. 
It is really useful. Can we put up the chart of Mr. Lindsey’s notes 
which we have had for 4 months in this Committee? The point 
being that Mr. Gearan’s notes, which have the same exact chart as 
Mr. Lindsey’s, which we have had for 4 months is supposed to be 
some new and important information. Is there any distinction be- 
tween what you have said and what Mr. Lindsey has said about 
what Mr. Gerth was telling you that he eventually printed 2 years 
ago in The New York Times? 

Mr. Gearan. I have not reviewed Mr. Lindsey’s notes, but the 
chart looks similar. 

Mr. Ben-Veniste. The notion that here we have uncovered this 
nugget of important information, this chart which is so revealing 
of what happened which was in the newspaper story 2 years ago, 
the story of a man who was trying to make a deal to save his skin 
and who some day will testify somewhere under oath, we expect, 
but now your chart is the Rosetta stone for this Committee, we are 
led to believe. This is the important nugget of information we have 
waited for, because Lindsey’s chart, I think, has the arrows on — 
the Madison and Hale on the left and you have them on the right. 

Senator Sarbanes. These notes were what Gerth was recounting 
that he had heard or found out; is that right? 

Mr. Gearan. That’s right. 

Senator Sarbanes. Including extensive allegations that were 
made by David Hale. Now the very article said about Hale, “In an 
effort to win leniency from prosecutors on the eve of his indictment, 
Mr. Hale offered prosecutors information about Mr. Clinton and 
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other Arkansas politicians.” You had no idea who Mr. Hale was, 
did you? 

Mr. Gearan. No. 

Senator Sarbanes. Did Mr. Lindsey know who Mr. Hale was? 

Mr. Gearan. I would assume — at what period of time? 

Senator Sarbanes. You are assuming he knew because he was 
from Arkansas, I take it? 

Mr. Gearan. Yes. 

Senator Sarbanes. So these notes are really a recounting of Mr. 
Hale's allegations. 

Mr. Gearan. Seemingly, as told to Mr. Gerth. 

Senator Sarbanes. As communicated to Gerth, or at least a large 
part of them; is that correct? 

Mr. Gearan. I think that is the appropriate read of these. 

Senator Sarbanes. And Gerth went through these things? 

Mr. Gearan. Yes. All of this information would be from Gerth. 

Senator Sarbanes. That was all from Mr. Gerth. Mr. Gerth was 
passing on what he had gotten from Mr. Hale and perhaps others. 

Mr. Gearan. And others, yes. 

Senator Sarbanes. Then at the end of it, Mr. Gerth left you-all 
with some questions; is that how it went? 

Mr. Gearan. That's how I would read this, yes, Senator. 

Mr. Chairman. Mr. Chertoff. 

Mr. Chertoff. Now, I take it in the course of this meeting in 
1993 that the identity of a project known as Castle Grande or Cas- 
tle Grande became known to you through what Mr. Gerth was tell- 
ing you; right? 

Mr. Gearan. I’m sorry. What page are you on? 

Mr. Chertoff. I’m now on 20298. 

Mr. Gearan. And your question, Mr. Chertoff? 

Mr. Chertoff. Well, in the middle it goes “phone call from JGT 
ask meeting with him and BC late in day after work in JGT office, 
sales office for Castle Grand, 145th Street.” You wrote down “Cas- 
tle Grand.” Is that right? 

Mr. Gearan. That’s what Mr. Gerth must have told me. 

Mr. Chertoff. That name came up during the course of the con- 
versation; right? 

Mr. Gearan. Yes, that’s what Mr. Gerth must have told me. 

Mr. Chertoff. At the bottom it says, “1984 BC campaign debt 
that McDougal helped erase.” It says, “Betsey Wright.” What is 
that word after “Betsey Wright”? 

Mr. Gearan. I believe that is “confirmed.” 

Mr. Chertoff. That is the same Betsey Wright, to your knowl- 
edge, that came up in the discussion early the next year in January 
1994, when Mr. Nussbaum was picking up an example of someone 
where there might be some indictments, right, same person? 

Mr. Gearan. Yes. 

Mr. Chertoff. Then the next page, 20299 

Senator Sarbanes. Let’s be fair here. Your testimony, as I under- 
stand it this morning, was that Mr. Nussbaum, giving extreme ex- 
amples, made reference to Betsey Wright in that context; is that 
correct, that it was not a serious statement that she was going to 
be indicted? 
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Mr. Gearan. I never heard any serious statement of him laying 
out any factual basis for Ms. Wright facing any charge. 

Mr. Chertoff. Was there a Whitewater group actually, formally 
known within the White House as a Whitewater group or the 
Whitewater group in January 1994? 

Mr. Gearan. Well, I don’t know if it was formal, but Mr. Ickes, 
I understood Mr. Ickes as being the point person at the beginning 
of January in 1994 to coordinate this effort. That’s what 

Mr. Chertoff. Was there a group in December 1993 that formed 
before Mr. Ickes arrived? 

Mr. Gearan. I don’t recall it. In December 1993? 

Mr. Chertoff. Yes. Let’s focus on January 1994. Mr. Ickes was 
the leader of the group basically? 

Mr. Gearan. He was the coordinator. 

Mr. Chertoff. You attended meetings because you took notes? 

Mr. Gearan. I did. 

Mr. Chertoff. Did Maggie Williams attend? 

Mr. Gearan. I don’t recall Maggie Williams at those meetings. 

Mr. Chertoff. Did Mr. Nussbaum attend? 

Mr. Gearan. Yes. 

Mr. Chertoff. Mr. Podesta? 

Mr. Gearan. In this period, I don’t know if he was in these meet- 
ings or not. 

Mr. Chertoff. Later he took it over? 

Mr. Gearan. Yes. 

Mr. Chertoff. Did Mr. Ickes used to issue memos that assigned 
tasks for particular people in the group? 

Mr. Gearan. I was just shown this this morning, this memo. I 
had not recalled this memo before. 

Mr. CHERTOFF. I don’t know what “this” is. What is the Bates 
number? 

Mr. Gearan. Your staff handed me, S 20760. 

Mr. Chertoff. 20760. This came within the last couple of days 
when Mr. Waldman discovered documents during his move. It is to 
the Whitewater group from Harold Ickes. Do you recognize this as 
a memorandum that was prepared by Mr. Ickes on a regular basis 
as part of his responsibilities? 

Mr. Gearan. No, I don’t recall this as a regular basis. 

Mr. Chertoff. Did you recall them as an occasional? 

Mr. Gearan. I don’t recall this document. But I have no reason 
to dispute this as the kind of thing he would — he might have done. 

Mr. Chertoff. Do you know if the MW in this is Michael 
Waldman? 

Mr. Gearan. I don’t, but that’s what I would guess. 

Mr. Chertoff. Did Mr. Ickes take notes during the meetings? 

Mr. Gearan. He does take notes from time to time. I don’t recall 
him at these meetings. I can’t recollect. 

Mr. Chertoff. Was it his practice to take notes in the meetings? 

Mr. Gearan. He takes notes at different meetings. 

Mr. Chertoff. That’s his kind of routine; right? 

Mr. Gearan. I don’t know what his routine is, to be honest with 
you. This 

Mr. Chertoff. In your observation, so far as you are aware. 

Mr. Gearan. At this point in time. 
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Mr. Chertoff. Was he keeping notes in order to be able to come 
up and summarize what the assignments were for the Whitewater 
group? 

Mr. Gearan. I don’t recall that he did take notes or he didn’t, 
Mr. Chertoff. 

Mr. Chertoff. You remember him taking notes on some occa- 
sions; right? 

Mr. Gearan. During the past 2 years, yes. 

Mr. Chertoff. With respect to these Whitewater group meet- 
ings; right? 

Mr. Gearan. No, I don’t remember him taking notes at these 
meetings or not. 

Mr. Chertoff. You don’t remember one way or the other? 

Mr. Gearan. I don’t recall. 

Mr. CHERTOFF. If you go to S 20761, it says here, “Research issue 
of whether then-Governor Clinton used political or other pressure 
to see that Madison Guaranty be given special consideration. 
(Counsel, “BL,” that would be Bruce Lindsey, “PB,” Paul Begala, 
“MW,” Michael Waldman, “assigned 1/7.)” What was your under- 
standing of how that kind of research got taken care of? 

Mr. Gearan. You mean how they did it? 

Mr. Chertoff. Yes. 

Mr. Gearan. You mean what sources they used? 

Mr. Chertoff. Yes. 

Mr. Gearan. I don’t know in the specific instance how they 
would have done it, through the public research or files or in terms 
of a NEXUS search. I don’t know. 

Mr. Chertoff. The next reference says, “Reference in 1/8 press 
that Chris Wade, Arkansas realtor, has document re Whitewater, 
but won’t release unless President Clinton asks for them to be re- 
leased. (MW — assigned 1/8.)” How would one research that kind of 
an issue? Were people being sent out to Arkansas to fact gather on 
this? 

Mr. Gearan. No, I have no knowledge. 

Mr. Chertoff. How would you research this? 

Mr. Gearan. I don’t know. I didn’t assign this. Nor was I tasked 
with that. I don’t know how that was done or assigned or if it was 
concluded or not. 

Mr. Chertoff. I just want to go down, there is a reference to a 
PG. Who would PG be? 

Mr. Gearan. I’m sorry? Where are you? 

Mr. Chertoff. Now on item number 13 on the preceding page. 
Who would PG be? 

Senator Sarbanes. What page? 

Mr. Chertoff. This is S 20760. It is the first page of the 10 Jan- 
uary 1994 Memo. 

Mr. Gearan. I don’t know. Mr. Chertoff, I don’t know what Har- 
old meant specifically. PG could be Pat Griffin, who is Congres- 
sional Relations. 

Mr. Chertoff. Who would that be? 

Mr. Gearan. Patrick Griffin with Congressional Relations, given 
the context of it. 

The Chairman. And it refers to Congressional members. 

Mr. Gearan. That would be my guess. 
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Mr. Chertoff. Let me just finish up with your memo regarding 
your discussion with Mr. Gerth. 

The Chairman. Can I just ask one thing? Mr. Gearan, looking at 
this memo, move it over a little bit please, “To: Whitewater 
group” — the other way. “From: Harold Ickes, Date: 10 January 
1994.” Here you have almost a daily — it is a daily and very inten- 
sive kind of meeting held at, you tell me. Where were they held 
during that week of January, starting on the 4th or 5th? 

Mr. Gearan. Principally in the Ward Room. 

The Chairman. Where was the first meeting held? 

Mr. Gearan. Mr. McLart/s office, I think. 

The Chairman. Mack McLarty, who was he? 

Mr. Gearan. He was the Chief of Staff. 

The Chairman. He was the Chief of Staff. So this is an impor- 
tant meeting. Is that the meeting the First Lady drops in at? 

Mr. Gearan. I believe that was the first meeting, if she did drop 
in and it was in Mr. McLart/s office. 

The Chairman. And we have Bernie Nussbaum there? 

Mr. Gearan. Yes, sir. 

The Chairman. What was he at the time? 

Mr. Gearan. The President’s Counsel. 

The Chairman. The President’s Counsel. Chief of Staff at some 
point in time. First Lady. Who else? 

Mr. Gearan. Joel Klein 

The Chairman. Who was he? 

Mr. Gearan. The Deputy Counsel. 

The Chairman. Deputy Counsel. Go ahead. 

Mr. Gearan. Neil Eggleston. 

The Chairman. Who was he? 

Mr. Gearan. He was an Associate Counsel. 

The Chairman. Go ahead. 

Mr. Gearan. George Stephanopoulos. 

The Chairman. Who was he? 

Mr. Gearan. He was a Senior Adviser to the President. 

The Chairman. Who else? 

Mr. Gearan. David Gergen. 

The Chairman. Who was he? 

Mr. Gearan. He was Counselor to the President. That’s what my 
notes reflect. 

The Chairman. That’s on the 4th. On the 5th, where is the next 
meeting held? By the way, how long does that meeting go, do you 
know how long? 

Mr. Gearan. I can’t recall, sir. 

The Chairman. That’s not a 10-minute meeting? 

Mr. Gearan. No. 

The Chairman. I mean, the First Lady, at some point toward the 
end, drops in and she stayed for about 20 minutes or so. 

Mr. Gearan. I don’t recall it was that long. I don’t know how 
long the long meeting was. 

The Chairman. How long were some of those meetings? Did they 
take 2 hours, 3 hours? 

Mr. Gearan. I would say they averaged, the Ward Room, maybe 
45 minutes. 

The Chairman. When is the second meeting? That’s the 5th? 
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Mr. Gearan. It is the 5th. I don't have a location on it. I don't 
recall where it was. 

The Chairman. Same basic group of people? 

Mr. Gearan. Same basic group. Mr. McLarty was there. So I 
don't know if that means it was in his office or not. I don't recall. 

The Chairman. We will speak to some of these other people and 
hopefully get their accounts. I have to ask a question publicly to 
both Counsels. Given the information that we have requested, 
would it be fair to assume that we should have received some kind 
of notice or to conclude that we would get some kind of information 
from some other members of the White House? Of course, maybe 
they didn't keep notes. But certainly as it relates to their schedules 
it would seem to me that might be something given the number of 
people, we could probably find a little more information. 

I would hope that we might be able to do so. This gives us a 
point of reference, the 4th, 5th, 6th, 7th and these people who at- 
tended. It is an important thing. Then you have the meeting on the 
5th, the 6th, the 7th and we go through. Now, we go to the 10th, 
“To: Whitewater group." 

Now to the best of your recollection, did you receive or see any- 
thing like this memorandum? 

Mr. Gearan. I don't recall receiving it, Senator. This was not in 
my files, I don’t believe. 

The Chairman. Tell me about the Whitewater group, when was 
it formed? 

Mr. Gearan. My recollection was, as I said, when Mr. Ickes 
joined the White House staff, it was our understanding he would 
be the principal person on this. It was right at the beginning of his 
tenure at the White House. 

The Chairman. Wasn't there another group formed earlier to 
deal with the question of Whitewater and the Treasury and the in- 
quiry that the Banking Committee was undertaking earlier on and 
the statute of limitations and the question of who was going to be 
involved? 

Mr. Gearan. I don't recall that, Senator. I guess — I am just 
trying 

The Chairman. Yes, I thought there was testimony that there 
was another group that Mr. Podesta was working on and that it 
predated Mr. Ickes. I was wondering if you were aware of a prior 
group. 

Mr. Gearan. I think Mr. Podesta's work on this followed this pe- 
riod of time. 

The Chairman. Anyone else work with him on that? 

Mr. Gearan. I'm sorry? Who worked with him on it? 

The Chairman. Yes. 

Mr. Gearan. I think it was largely the Counsel's Office. 

The Chairman. OK. I'm not going to ask you to speculate. There 
v were others. We will ask them. 

Mr. Gearan. I don’t mean to mislead you in any way. 

The Chairman. No, I understand. 

Mr. Chertoff. Mr. Gearan, let me turn to one last topic. You 
)6 were aware, I take it, in the fall of 1993 that the Small Business 
Administration was being asked questions by the media concerning 
David Hale and the investigation of David Hale; right? 
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Mr. Gearan. There was this memo that I — are you referring to 
the memo from the Small Business 

Mr. Chertoff. Well, you received a memo. Let’s put that up. It 
is S 20448. It is dated December 2, 1993, from Kathy McKiernan. 
Who is Kathy McKiernan? 

Mr. Gearan. She’s a Press Assistant in the Press Office. 

Mr. Chertoff. It was to Dee Dee and you, and who is Arthur? 

Mr. Gearan. Arthur is Arthur Jones, who was the Deputy Press 
Secretary at the time. 

Mr. Chertoff. It says, “Small Business Administration Deputy 
General Counsel Marty Techier granted an on-camera interview to 
Alan Frank of ABC News yesterday for a story ABC is preparing 
on the SBIC and its role in the Capital Management/Whitewater 
Inc. story. A summary of the interview, by SBA press person Janice 
Kearney, is attached.” Then attached at Bates numbers 20449 and 
20450 is a 2-page summary of the interview prepared for the White 
House Press Assistant by the SBA. These were in your files; right? 

Mr. Gearan. Yes. 

Mr. Chertoff. You produced them recently; right? 

Mr. Gearan. Yes. 

Mr. Chertoff. Was it the practice of the White House to keep 
tabs of what the agencies were doing in terms of having agency of- 
ficials giving interviews to the news on Whitewater? 

Mr. Gearan. It was the practice of the White House, I believe 
it is everyday, to have a conference call with the various public af- 
fairs agencies to assess what is going on in the Departments across 
the whole range of Administration issues. I don’t know in what 
context this came into the Press Office, whether it is through that 
conference call, but it is certainly the practice to have the agencies 
keep the White House informed of what is going on in their agen- 
cies and what news stories are being worked on. 

Mr. Chertoff. Did this liaison function fall within your area of 
responsibility? 

Mr. Gearan. Well, this was run by the Press Office. That 

Mr. Chertoff. That was under you as the Director of Commu- 
nications? 

Mr. Gearan. At that point, it was under mine. 

Mr. CHERTOFF. Do you know about a situation in which the 
White House in September 1993, made efforts to influence the way 
the Small Business Administration characterized Whitewater or 
Mr. Hale in news accounts? 

Mr. Gearan. I don’t believe so. 

Mr. Chertoff. Let me put up a document we have seen pre- 
viously, OIC 1030. It is to the SAC, Little Rock. It is an FBI docu- 
ment from Supervisory Special Agent Steven Irons regarding a con- 
versation the writer had on September 28th with an attorney for 
the SBA involving David Hale. I hasten to say this occurs before 
the December interview with Mr. Techier. But it does talk about 
Mr. Techier. 

It goes on to say “writer,” that would be the agent, “mentioned 
the media reports of SBA spokesman Techler’s comments concern- 
ing the case and noted Techier was not helping matters by stating 
certain activities were not criminal in nature when he did not have 
all the facts. Seay” that’s the SBA lawyer “advised she had spoken 
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to SBA in Washington, possibly Mark Stevens, and understood offi- 
cials from the White House had urged SBA to make such a charac- 
terization due to the mention of Whitewater Development in some 
news accounts and White House desire to avoid any inference 
criminal activity could have occurred in relation to Whitewater De- 
velopment and Hale’s company.” What do you know about this? 

Mr. Gearan. Nothing. This is the first I have seen of this. 

Mr. Chertoff. Never heard of any efforts by White House com- 
munications officials to influence the way in which the agencies 
they were liaising with were characterizing matters that might 
touch on Whitewater? 

Mr. Gearan. I’m not aware of anything in this matter, I don’t be- 
lieve. This is the first I have seen of it. I can’t go beyond that. 

Mr. Chertoff. But at least you are aware that somewhere with- 
in the communications apparatus at the White House, they were 
keeping tabs on what was being said by the SBA concerning 
Whitewater because we have this memo in December; right? 

Mr. Gearan. Well, yes, that they would keep the White House 
informed of news stories, as was their practice, yes. 

Mr. Chertoff. And Ms. McKiernan informed you specifically 
about it? 

Mr. Gearan. Yes. 

Mr. CHERTOFF. When it says, “cc: BL, file: Whitewater,” whose 
writing is that? 

Mr. Gearan. That’s my handwriting. I assume I asked this to be 
copied to Bruce Lindsey. 

Mr. Chertoff. You were keeping a Whitewater file as of this 
point? 

Mr. Gearan. As of December, I assume. 

Mr. Chertoff. I think my time is up, Mr. Chairman. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. Mr. Chairman, I want to address an issue 
that is increasingly concerning me, and I do it because I just re- 
ceived a letter yesterday from the Vice Chairman of the Federal 
Deposit Insurance Corporation. It addresses, I think, an increasing 
tendency on the part of at least some Members of this Committee 
and staff to make assertions which really are not factually correct 
but which can then injure a person or affect their reputation. 

At the hearing on January 31st, Senator Faircloth said, and I am 
now quoting from the transcript: 

What I’m getting to, and I can get there real quick. We are still going with these 
friends of Hillary. We appointed — I opposed Ricki Tigert for FDIC because I said 
it was going to be right back where we are today, she would be making judgments 
on Mrs. Clinton, which is exactly where we are with the RTC, folded into the FDIC. 
Ricki Tigert is making judgments on what was described as her favorite hanging- 
out pal, Mrs. Clinton. 

Now, I don’t recall being here when that was said, and I regret 
that, because it is just factually wrong. I have received a letter 
from the Vice Chairman of the FDIC, and let me just read it: 

Dear Senator Sarbanes, 

I understand there may be a misunderstanding regarding the responsibility for 
decisions at the Federal Deposit Insurance Corporation for matters arising from 
Madison Guaranty. So that the record is clear, Chairman Heifer is fully recused 
from all matters relating to President and Mrs. Clinton, including Madison Guar- 
anty. A copy of the Chairman’s recusal is enclosed. As Vice Chairman, it has been, 
continues to be, and will be in the future my responsibility to ensure that these 
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matters are handled appropriately by the FDIC. Thank you for this opportunity to 
clarify the record. 

Sincerely, 

Andrew C. Hove, Jr., Vice Chairman. 

Mr. Chairman, the reason this is of extra concern is because this 
was the Committee — well, the Banking Committee of which all its 
Members are here — that confirmed Ricki Tigert to be the Chair- 
person of the FDIC, as you will recall. In that confirmation pro- 
ceeding, there was some discussion of this issue, and she gave a 
recusal statement. 

Let me just quote that: 

In order to avoid any appearance of conflict of interest or loss of impartiality in 
connection with any investigation, inquiry or determination concerning President or 
Mrs. Clinton in their personal capacities currently or hereafter pending before the 
Federal Deposit Insurance Corporation, I, Ricki Rhodarmer Tigert, will, if confirmed 
by the U.S. Senate to the Office of Chairperson of the Federal Deposit Insurance 
Corporation, recuse myself immediately from participation in any such investiga- 
tion, inquiry or determination. 

Now in light of this record, the recusal statement, which actually 
was filed with this Committee, which was the one that confirmed 
her, and I’m glad this matter was brought to my attention, but to 
have statements that went on the record saying that we are “going 
to be right back where we are today. She would be making judg- 
ments on Ms. Clinton, which is exactly where we are with the RTC 
folded into the FDIC. Ricki Tigert is making judgments on what 
was described as her favorite hanging out pal, Mrs. Clinton.” That 
is absolutely not the case. It is a clear example in my view of really 
abusing a person and abusing their reputation. 

I want to include in the record this statement from the hearing 
of January 31st, of the letter I have received from the Vice Chair- 
man of the Federal Deposit Insurance Corporation to which is at- 
tached the recusal statement made by Ricki Tigert on February 7, 
1994. 

The Chairman. So ordered to be included in the record. 

Senator Sarbanes. An outrage. 

The Chairman. I would ask that the letter of February 13th be 
put in the record. I find it deeply distressing that I just saw this 
letter for the first time, literally minutes ago when Counsel re- 
ferred to it. This is a letter — and I do not want to impute this to 
the Special Counsel, Jane Sherburne. I want that to be understood, 
but it certainly is distressing that at this late date we get informa- 
tion that obviously concerns Whitewater and the first memoran- 
dum that I see on top says, “To: Whitewater group, From: Harold 
Ickes, Date: 10 January 1994, Re: Assignments.” I have to tell you, 
that wasn’t a small group. 

I ask Counsel and our staff, as best you can recall, have we re- 
ceived any memorandum from any of the other members of the 
White House or the White House group that looks like this memo- 
randum? 

Mr. Chertoff. Other than the two copies we received with the 
submission we got in the last couple of days, my best understand- 
ing is we have not seen documents like this. 

The Chairman. Up until? 

Mr. Chertoff. Two days ago. 
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The Chairman. If you have a group, and we will find out how 
big this group was, why wasn’t tins produced sooner? I can under- 
stand if one member of the group doesn’t produce it. But did every- 
one lose this? 

Now, we will probably have someone come in and say the group 
consisted of two people or maybe one person. This is incredible and 
not acceptable. How can we be accused of dilatory tactics, when, 
very candidly, this information that we requested should have been 
made available, here, “To: Whitewater group, From: Harold Ickes.” 
Let me inform you that we have requested Mr. Ickes for next week. 
We have a great reason for calling him 

Senator Sarbanes. Mr. Chairman 

The Chairman. Let me finish. Now, we have requested him. We 
haven’t subpoenaed him to come in next week. I understand his 
counsel has indicated to us that he has a deposition on that par- 
ticular day. We try to be accommodating. And we said we aren’t 
going to vote out subpoenas unless they were necessary. We are 
going to continue to do so. But I would think that the work of this 
Committee is such that the deposition should be put off and that 
Mr. Ickes, given the information that has been developed within 
the past several days, make himself available. If he doesn’t make 
himself available, do we have to subpoena him in? 

Now if you want to say that this isn’t important and his testi- 
mony isn’t important and relevant, that may be one thing. I believe 
the record clearly indicates and substantiates that it is important. 
So, I am not happy that some of these things are painstaking. I am 
happy that the information is produced later rather than never. 

I must say, Mr. Gearan, you are in a very tough position, and 
I recognize that. I recognize given the sensitivity of the meetings, 
the intensity of the dialogue, et cetera, and your position that it is 
not easy. I understand that. If at times I find some of the responses 
less than completely responsive, I think that you would feel the 
same way given the circumstances. I am not passing judgment. I 
think you are in a difficult position given your circumstances. 

I have to say, again, to you and to your counsel we certainly pre- 
fer getting these things. There is no doubt in my mind we are going 
to get more. No doubt. Because just as the information that you 
have provided gives us other relevant facts, some that you may 
have been aware of, and some that you were not aware of, we will 
continue to follow upon this. As others see this develop, they may 
become more candid with Congress and this Committee’s work, and 
be more forthcoming. 

1 It is one thing to say something when there is no evidence or wit- 
nesses to contradict the statement. It is quite another thing when 
information begins to develop. I think that is what is beginning to 
>. take place here with greater frequency. 

ie I do not mean to attribute that to anyone specifically or to the 
0 . witness today. Again, I recognize that you are in a tough position. 
I think that the contents of your notes are very revealing. 

Now some people may, and it appears to me that there are some 
spokespeople who make rather strange interpretations, not just of 
this document, but repeatedly, 'Vacuum” doesn’t mean vacuum, 
“close the door” doesn’t mean close the door and so on. This is not 
the first time and it is not only with respect to your notes. That’s 
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what upsets some of the Members, and I think they feel that they 
are being trifled with and that certain persons are not being forth- 
coming. 

Again, I also want to say to Ms. Sherburne, because she has a 
job and she can only produce what people give her. She can go back 
and circulate memos but people still may not be forthcoming. I 
have to tell you if this is a member of the group, and I happen to 
know that from past testimony and we can search the record, there 
were other members of the group. What happened to their memos? 
Did they throw them out? Disregard the requests of this Committee 
and the Special Prosecutor? Those are the questions that reason- 
able people would ask. And I raise it. I find this document very dis- 
tressing today. It is not one attributable to you. 

I have to tell you something else, Mr. Gearan. I might have 
found some of your answers not responsive. Aside from that, I be- 
lieve you when you said you didn’t receive this memo. But I also 
believe a substantial number received this kind of information and 
other information, and it has not been produced to this Committee. 

Now as it relates to Mr. Ickes, I have to say that he has to make 
a determination whether he and his attorney want to come in this 
week. I think we scheduled him for Thursday. If he doesn’t want 
to come in, we will meet Tuesday. I recommend to vote a subpoena 
to require his appearance. But we will leave that to him. He must 
make the call. 

I thank you for your appearance today. 

Mr. Gearan. Mr. Chairman, if I might. I appreciate those closing 
remarks about my efforts here. I would just like to reiterate that 
I have done my level best before this Committee in my depositions 
and in my testimony twice and to the Banking Committee and to 
the other authorities to recall as best as I can. I don’t want to add 
to the confusion that already exists around this issue. I just want 
to help you in your efforts and anyone else to recall as best I can, 
while it may be limited, which I can appreciate your view on that. 
I am just trying to present it as best and as completely as I pos- 
sibly can. 

The Chairman. Thank you for your cooperation. Thank you for 
being here. 

This Committee stands in recess until Tuesday. 

Senator Sarbanes. Aren’t we going to do our other panel? 

The Chairman. No. 

Senator SARBANES. Those people have been here all day. 

The Chairman. Well, we advised them at our noon break that it 
would be doubtful if we would take on another panel. One witness 
would require at least 2 hours. It goes beyond examining the ques- 
tion of who was in the document room and who wasn’t. We have 
advised them, one of their counsels indicated rather strongly that 
he wanted to proceed. We have indicated to him that we were not — 
it’s a quarter to 6:00. We started at 10:00 a.m. We took a little 
more than an hour break. They will be scheduled, if possible, for 
this week, and we will resume Tuesday at 10:30 a.m. 

Senator Sarbanes. Are they going to be heard on Tuesday? 

The Chairman. I believe we are attempting to work out a sched- 
ule with Ms. Susan Thomases, and with Wooten Epes, who is the 
former Director of the Arkansas Development Finance Authority — 
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they would probably come in Wednesday. Mr. Ickes is scheduled for 
Thursday. 

Senator Sarbanes. Who is scheduled for Wednesday? 

The Chairman. We are attempting to work that out, given the 
fact that we have two witnesses, Ms. Thomases, we are going to see 
if she can come in sometime during the week, and Mr. Ickes, who 
has just, as of this afternoon or sometime today advised us through 
his attorney that his attorney had a deposition. 

That happens to be the problem. If necessary, we will bring Mal- 
lard and Wooten Epes in Tuesday or Wednesday. But obviously 
this depends on the schedules of the people involved. Again, in 
order to accommodate and be reasonable, we have not sent out 
summonses for a specific date. So, we will convene Tuesday, 10:30 
a.m., subject to the witnesses' availability. 

Now if Mr. Ickes and his attorney can't make it that day, but 
they can make it another date or make it on Wednesday instead 
of Thursday, we will try to work that out. Obviously, he is impor- 
tant and we look forward to his testimony. We would like to do it 
in a manner that accommodates reasonably the professional sched- 
ules of his attorney and the work of the Committee. 

Senator Sarbanes. We have raised the issue of the subpoena to 
Hale. I take it we would be ready to go ahead with that? 

The Chairman. We will take that issue up. Counsels will discuss 
that. It would be helpful for Mr. Hale to appear. 

Senator Sarbanes. This is for documents, not for Hale. Not Hale 
as a witness. Hale's documents. 

The Chairman. Sure. Our Counsels will discuss the various ram- 
ifications of the proposal submitted, I believe, the day before yes- 
terday. Mr. Chertoff will discuss it and we will make a decision by 
tomorrow. 

Senator Sarbanes. Is it a possibility that neither the witnesses 
who were going to be heard today will be heard, that it won't be 
necessary? 

The Chairman. No. One of the witnesses is absolutely essential. 
I think it is Mrs. Clinton’s scheduler. We will bring her in here. 

Senator Sarbanes. How about the other lady? 

The CHAIRMAN. I’m not certain. We might be able to by way of 
deposition. We may be able to put the depositions in the record. 

Senator Sarbanes. I looked at that deposition and I have to tell 
you I didn't really see why she was being brought as a witness. 

The Chairman. Counsel tells me he doesn't believe it will be nec- 
essary to bring in Ms. Feinman, the deposition could cover that, 
es Senator Sarbanes. That’s what I thought. 

i«f I The Chairman. We will summarize the deposition, it will take us 
10 minutes to put it in. 

We stand in recess. 

3t* [Whereupon, at 5:55 p.m., the hearing was adjourned, to recon- 
/ene at 10:30 a.m., on Tuesday, February 20, 1996.] 

/ I [Appendix supplied for the record follows:] 
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TH £ WHITE HOUSE 

WASHINGTON 


January 11, 1994 



MEMQ& Mf P C M-fO ft - CIRCULA T ION 

/ 

FROM: JARS SIEWERT 

I 


L StJBJECT: 


Preferred Stock 



At the suggestion of Michael 1 Waldman, I have done some research 
on the issuance of preferred) stock by SfiL’s in the early 1980's. 
Several media accounts have portrayed the 1985 plan to have 
dison Guaranty issue preferred! stock as somehow "novel" or*; 
ique." That is far from the case: 

i 1 

Authority to Issue Preferred Stock Granted in 1979.^/The 
American 'Bankar - ! epur Led in^ Augusc of 1979 that -f e derally 
insured SfiL’s have had the authority to issue preferred 
stock since 1975. 

A Tlorida SSL Got F5L3B Approval for Preferred St ock in) the 
*T979 . In August, 1979, the American Banxor repo reed that a 
Florida savings and loan association became the firsts | 
Federal S£L to issue preferred stock as the result of a 
ruling by the Federal Home Loan Bank Board. \ j 

A Bank in Mississippi Issued Preferred Stock as Part of a 
Successful Reorganisation that Raceived~iTational 

ion. In February 6, 1980, the^boa^ic^n Banker 
that a SSL in Mississippi was reta^i taliped under a 
i stock plan that received the apprbyal of. the 
ssippi Commissioner of Savings Associations ana 
faiVgrable responses from the Securities and Exchange 
Commit ibn and the Federal Home Loan Bank Board. > After\the 
recapitalisation, it made substantial progress rebuilding 
and reported x pxof i ts in excess of $2,000,000.00 in 1979.\ Cn 
September zSL IS80, the merger and its use of preferred ' 
stock received a "detailed and favorable profile jtn Amarican 
Banker. 

a! Major Calif ornia^ s Ban SN Morg^ Inyo Preferred 

Stock. On August 27, V H980, Uie^TT a w Yo rk^fimaa reported that 
tfie Golden West FinanciaisCorporation, a savings ancj/loan 
holding company based in Oakland, California agreed to 
adejuire the Westdale Savings ^ahd^oan Association, Los 
in a scheme involving the lsSnancs^ot preferred 
The bank merger involved over 100 thrift branches. 


i acquire 

^^Angeles 


iisiraiMiii 

S <320539 


1842 


fTOTES ON PREFERRED STOCK 
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Large Banks Bag an Issuing Preferred Stock in 1982. In 
November of 1982, City Federal Savings and Loan 
Association, the largest depository institution in New 
Jersey, announced Plans to offer 2,000,000 shares of 
"cumulative convertible preferred stock througn ah 
underwriting syndicate led by Morgan Stanley. 


1 


Use of Preferred Stock Not Confined to the Business Pipers. 
On September 13, 1983, the Christian Science Monitor ran a 
story titled "How Banking Barriers are Coming Down" that 
discussed the use of preferred stock in bank mergers. 

Federal Regulators Acknowledged that the Issuance of 
Preferred Stock was Common in 1984. In April, 1985, th£ 
Federal Home Loan Bank 3oard which was operating FSLIC j 
amended its regulations on the issuance and use of / | 
subordinated debt securities by federally insured savings 

1 nan* . In fh* now regu lations . thf FHLBB ,spee-i^i r* 1 1 y 


said that many SSL's had begun to issue preferred stock: 
"The Board is aware that daring the past year many 
institutions have issued subordinated debt to "limited 
purpose" finance subsidiaries which obtained the funds to 
p urchase the sub o rdinat e d debt b y is - s u ia g — preferred stock 


L\ 


I 

984. 


to independent third parties." The FHLBB rule on 
subordinated debt was first published on December 5 

t i 

By 1984, the Use of Preferred Stock by Thrifts Was Widely 
Discussed in the Banking and Legal Press. For example, a 
December 1984 article in Legal Timas, "Offerings Provide 
Thrift Financing Alternatives," analyied"~the^use of 
referred stock by thrifts in the eari?^1380' 



Regulators Expressly Authorised the Issuance^ of 
ed Stock by Finance Subsidiaries in 1984\ Cn July 
12,N V 98^*. the FHL3B issued regulations authorizing a \ 
ft derail ^chartered savings and loan association or savings 
bank to^istahlish a subsidiary "whose sole purpose is ta 
i^sue debtNor^n^uity securities that the association is \ 
authorized tb^ issue directly . . . and to remit the net 
proceeds of such issuance to the association. . / . " (49/ 
Ffed. Reg. 29,357^198^ 


xl 




1983 and 1984, Federal Regnia^iirjL-EiuzouifagQd Subsidiary 
Pltef erred Offerings Under Certain Circumstances . See 
opinion letters by FHLBB 'General Counsel Norman H. J^aiden 
dated Dec. 12, 1983, and Mardh^23, 1984 (responsibilities of 
FSLIC as receiver of failed i n s r i r.ni^gfO : 49 Fed. 

eg'X29, 357 (1984) (new FHLBB regulations on finance 
subsidiaries) . 
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ludge expects 
to fee indicted 
in SBA loans 

BY ^ A^ OflQV ES 

1 Pulaski County Municipal 
Judge Divtd Hale says be ex- 
pacts to be Indicted on federal 
chargee thle week. 

' And be laid he blame* part 
of hi*i problem* on bad loan* 
made In tbe 1980* to groups that 
Included tbe president of the 
United State* and tbe governor 

0^t- . ...oi^fial finim 

1979, said be' expects to be in* 
dieted for allegedly nrierepre* 
tenting u*e» for loan* mad* by 
Capital Management Service* . 
Inc. a imall outineas Invetfc 
meat company licensed to make 
Small Buatness Administration 
loans. 

He provided no specifics ... 
about the expected Indictment : 
end said It l* a separata matter 

See HALS, Pape 1QA 
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Telephone Log for GEAAAN, MAR3 | 

New Calls Page /: i ! 

09/23/93 
11:42 AM 

□j 

Answered! 

EMGELBERG, STEVE 
MYT 

Ph /: (202) 862-0401 
Hone: 

■Other 

tear: 

Fax: 

RE: was upset because you -had not called 
him back. He is taking up the Jeff Girth 
story. Said "We night have to say the 
WH would not return calls^lst ell 10am 

Taken By: CHAD J J 
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Office of Thrift Supervision 
Department of the Treasury 

I TOO G Street. N.W.. Washington. D.C 20552 • (202) 906-6000 


February 9, 1996 


BY HAND 

Robert J. Giuffra, Jr. 

Chief Counsel 

Committee on Banking, Housing, and Urban Affairs 
United States Senate 
Washington, D.C. 20510-6075 

Dear Mr. Giuffra: 

Yesterday, Steven P. Paar, an examiner in the Little Rock field office of the Office of Thrift 
Supervision (“OTS”), found some additional documents relating to Madison Guaranty Savings and 
Loan Association (“Madison Guaranty”) and promptly forwarded them to me. They include status 
reports relating to “problem institutions” from the 1984 to 1986 period. Mr. Paar was searching for 
a folder on investment securities and found the documents in a box primarily containing non- 
institution specific examination information. I am enclosing copies of the pages of these reports 
relating to Madison Guaranty along with a memorandum dated February 8, 1996 from Mr. Paaf 
explaining in more detail how and when they were discovered. In addition, Mr. Paar yesterday 
found, in the same box of documents, some time sheets indicating time expended related to the 
supervision of Madison Guaranty, which I have also enclosed. Mr. Paar estimates that the Madison 
Guaranty related documents he found constitute less than one percent of the contents of the box in 
which he found them. 

Enclosed with these documents is a receipt that I ask be signed by an appropriate person and 
returned to me. If you have any questions, please call me at 202-906-6844. 



Special Counsel 


Enclosures 

cc: Lance Cole 

Deputy Minority Special Counsel 
(w/o enclosures) 
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Inter-Office Memorandum 


David H. knzei 
Special^Counsel 


>ven P. Paar 


Stpven 

Examiner V - Little Rock. Arkansas 
/February 8. 1996 

Madison Guaranty Savings and Loan Association 
Little Rock. Arkansas 

OTS No. 07601 

Status Reports 

Als I ihformed you earlier today over the telephone, I found some additional 
dbcuments this morning In the Little Rock Field Office relative to Madison 
Guaranty Savings and Loan Association (Madison Guaranty). The documents are 
entitled Statue Report and are enclosed In this nailing. Actually, these are 
t h\e reports 1 referred to as monitoring reports in aty Senate Banking Cbmaititee 
interview on January 23, 1996. The documents have somewhat refreshed my memory 
on the monitoring practices in the Little Rock Area Office in 1985 when I became 
a fbld manager. It was the Little Rock Area Office's practice for each field 
manager 'to complete monthly status reports for each identified problem 
in bis caseload of Institutions. 



JuiLu Aral Out*. . 


I 


kely apologize far any inconvenience or embarrassment the late discovery 

_\ -J \ _ _ l / _ _ l. _ » w _ ^ C C i _ C T-\. .1 fk 


institution in 
I slncekely^p 

of these \ documents may cause you and/or others at the'" Office of Thrift 
Supervision anchor Department of the Treasury. I ^nnd the documents wtille 
searching f&c a folder on investment securities. The d ocuments were pri»vintLgiv 
overlooked iiNsearches of the Little Rock Field OffltTS cor Madison Guaranty 
related documents due to my failure to search or diligently search a cardboard 
file folder box’ located in my office. By far, the vast majority of the contents 
in the box relate to general examination Information and topics instead of to a 
specific institution or institutions. Actually, there are two boxes of such 
general examination information; one stacked on cop df^rhe ocher. I would 
roujghi'y^estimate that the Madison Guaranty related documents comprise less than 
one! percent (eleven legal size pages) of the contents of che^^box^ 

AddjitionallV>I have enclosed an article, apparently dated October 8, ^86, that 
mayj help the Senate Banking Committee determine the extent of t£e x problems In 
Arkansas ^*1985,. I recall that in my interview there were several questions 
regarding the\extbqc of problem institutions in Arkansas In 1985. According to 


) 0 0 7 0 i 06 
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David H. core! 

Special Counsel 
.’iaaison Guarancv S 
and Loan Asso^jrd clan 
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WASHINGTON. O.C. 20037-1320 
202 783-0700 
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January 31, 1996 


BY FACSIMILE AND U.S, MAIL 

Brett M. Kavanaugh, Esq. 

Associate Independent Counsel 
Office of the Independent Counsel 
1001 Pennsylvania Avenue, N.W. 

Suite 490 

Washington, DC 20004 

Re: Mark D. Gearan 

Dear Mr. Kavanaugh: 

We think it appropriate to share with you a clarification 
of information which we provided on January 18, 1996, where we 
accurately reflected our understanding at that time regarding 
Communications Office files. 

As you know, Mr. Gearan left the White House and assumed 
the responsibilities of Peace Corps Director in September, 1995. 
Prior to his departure, Mr. Gearan was on vacation and his files 
and memorabilia were packed up by his White House Communications 
Office staff. The bulk of this material was sent to White House 
Records Management, while memorabilia and personal items were 
sent to Mr. Gearan' s Peace Corps office. All of us believed that 
documents relating in any way to the Whitewater or Foster 
investigations were sent to Records Management for inventory and 
safe keeping. Up to that time, we had followed a strict 
procedure that no documents relating to these matters were ever 
to be removed from the White House so that complete 
accountability for these documents could be maintained. The only 
exception was the production of a single one-page document to 
your office in July 1994. 

In late October 1995 we learned of a document request to 
the White House as a result of newspaper stories and confirmed 
that the White House Counsel Office was taking responsibility for 
reviewing and producing documents from the Communications Office. 


Brett M. Kavanaugh, Esq. 
January 31, 1996 
Page 2 
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Because we have consistently endeavored to be punctilious about 
document productions, and even though we thought we no longer had 
access to White House Communications Office documents, Mr. Gearan 
checked to make sure that he had not inadvertently retained any 
documents potentially responsive to that request. Included in 
this review were the boxes of memorabilia in storage at the Peace 
Corps which had come over from the White. House. Amid this 
memorabilia Mr. Gearan discovered a box which contained the 
documents he believed had been left at the White House. This 
discovery was made on the afternoon of November 1, 1995, and on 
the morning of November 2, 1995, Mr. Gearan gave directions to 
his secretary to have these documents returned to the White House 
Communications Office by hand delivery. Without intent to waive 
the attorney-client privilege, suffice it to say that later that 
afternoon we confirmed Mr. Gearan* s understanding that the 
documents had, in fact, been sent to White House Communications 
Office. In contemporaneous and subsequent discussions with White 
House Counsel we alerted them to these facts and were under the 
distinct impression that the documents had, in fact, been 
received by the White House and sent to Records Management and 
were being reviewed in conjunction with other requests for White 
House documents . 

Last evening we called White House Counsel and in the 
course of that discussion we were informed that they were having 
some difficulty locating certain Communications Offices files in 
the Records Management system. We offered our assistance in 
locating this material. We learned that, rather than being sent 
to the White House, Mr. Gearan* s Communications Office documents 
remained in their original White House container in storage at 
the Peace Corps. We, of course, have notified White House 
Counsel and, in order to expedite their review of these 
documents, sent them by courier to White House Counsel's office 
this morning without reviewing them. As these documents belong 
to the White House and the review and production of these 
documents is a responsibility that has been assumed by White 
House Counsel, we felt it appropriate to handle the documents in 
this manner, even though there may not be any responsive 
documents in the box. At the same time, given our letter to you 
of January 18, 1996, we thought it appropriate to promptly notify 
you of these events. 

In view of Mr. Gearan* s extraordinary record of 
cooperation with all investigations, including the investigation 
being conducted by your office, we regret the need to have to 
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Brett M. Kavanaugh, Esq. 
January 31, 1996 
Page 3 


clarify our prior correspondence in response to your "clean-up" 
subpoena. While we understand that the White House is continuing 
to produce documents in response to parallel subpoenas from your 
office, and realize that this matter will not delay that 
production, we just wanted to make sure that the record is 
completely accurate. 


Sincerely, 



Elaine Hetlin 


JDS/ sis 


cc: Mark D. Gearan 


Jane Sherburne, Esq 
Miriam Nemetz, Esq. 


I 
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Open Up on Madison Guaranty 


Much as President Clinton might wish, the 
curious saga of his and his wife's dealings with the 
owner of a failed Arkansas savings and loan associ- 
ation just won't go away. It keeps popping up in 
Congressional inquiries and newspaper accounts, 
each time with a new and unsavory detail added to 
an already unflattering portrait of the cozy relation- 
ship between money and politics in Arkansas. 

An important detail, disclosed by The Times’s 
Jeff Certh and Stephen Engel berg, is that the owner 
of Madison Guaranty Savings and Loan. James 
McDougal. helped Mr. and Mrs. Clinton repay a 
550,000 personal debt just when Mr. McOougal 
needed favorable treatment from state banking 
officials to stay in business. Mr. McOougal did stay 
in business, his problems got worse, and in 1989 the 
bank was taken over by the Federal Government, at 
a cost to taxpayers of $60 million. 

There is no irrefutable evidence of a quid pro 
quo. But the Arkansas savings and loan mess, and 
the Clintons' relationship to it. is not, as the White 
House keeps saying, an "old" story that has no 
relevance to Mr. Clinton or his present job. This is a 
man who rode into Washington on a pledge to end 
politics as usual, and every time the White House 
dodges inquiries about the old days in Arkansas, 
reasonable people begin to wonder about a cover-up 
and Mr. Clinton's sincerity. 


The matter dearly needs ventilating, and if the 
Wiinc riuUSc uu it, two uulei mjliiuilwb Cmi. 

One is the Justice Department, which is already 
looking into transactions at Madison. The Clintons 
are not targets of the probe. 

The other is the House Banking Committee, 
whose ranking minority member. Jim Leach, be- 
lieves that a full investigation of Madison could help 
the committee frame new rules to prevent future 
banking disasters. His request has been rebuffed by 
the committee chairman. Henry Gonzalez, a Demo- 
crat who until now has been a tiger on the savings 
and loan issue. Mr. Gonzalez accuses Mr Leach of a 
Republican "fishing expedition." 
i Mr. Leach has also called Madison a "private 
piggy bank" for its owners and their influential 
Arkansas friends, and on this he is surely right. In 
addition to a string of dubious real estate invest- 
ments, Madison made large unsecured loans to 
executives and other insiders. 

Madison's practices attracted the attention of 
Federal auditors, whose 1984 review found "unsafe 


and unsound lending practices" (hat could threaten 
to drive the bank under. Shortly thereafter. Gover- 
nor Clinton named Beverly Bassett Schaffer as 
head of the Arkansas agency charged with oversee- 
ing state-chartered savings and loans. Ms. Schaffer 
had once done legal work for Madison. For the next 
18 months, up to the point where Federal regulators 
moved in, she took no significant regulatory action. 

Three months after her appointment, Mr. Clin- 
ton came to Mr. McDougal with a request to "knock 
out the deficit" — Mr. McDougal's words — left 
over from the Governor's 1984 campaign. It turns 
out that the deficit wasn't just an ordinary cam- 
paign debt, but $50,000 Mr. and Mrs. Clinton had 
borrowed from another bank to finance the cam- 
paign. Mr. McDougal organized a fund-raiser and 
the debt was repaid. Federal auditors suspect that 
some of the donations assembled by Mr. McDougal 
may have been improperly diverted from the sav- 
ings and loan. 

Bruce Lindsey, the official wheeled out by the 
White House to answer questions, says the Clinton- 
McDougal relationship was entirely above board. 
Others, however, are more than mildly troubled by 
the fact that Mr. Clinton did not order his regulators 
to crack down on Mr. McDougal even after he was 
advised by his own banking commissioner in 1983 
that the savings and loan operator was engaged in 
imprudent banking practices. 

Suspicions that Mr Clinton was excessively 
kind to his friend — at great cost, eventually, to the 
— are iuru.tr reinforced by ihe fact that 
Mr. McDougal had done other favors for the Clin- 
tons, including making them 50-50 partners in 
Whitewater Development, a real estate company 
for which Mr. McDougal put up most of the money. 
The venture ultimately failed, and the Clintons lost 
money. But that doesn't make their financial ties to 
Mr. McDougal seem any more savory. 

Based on what’s publicly known, there's proba- 
bly not a crippling scandal here. But the White 
House is behaving as if there were. For example. 
Federal investigators say they have received little 
cooperation in a search for files they suspect were 
taken from the office of Vincent . Foster, a White 
House aide who killed himself. Investigators want 
to know if one of those files dealt with Mr. McDougal 
and Whitewater. 

This defensiveness isn’t helping anyone. Mr. 
Clinton — and Mr. Gonzalez — owe it to the public to 
clear the air about Madison and its influential | 
Arkansas friends. 


This is 
important 
to be on 
top of. 
Bassett 
did a 
pood job 
in camp, 
on this-- 
can she 
now? 


(transcri 
ption of 
handwri tt 
notes of 
President 
Clinton) 


Ne-ui VorU T\»»»es 
Dec. 10, 
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COHFl&EirrXAL 

Q When were you first Wde aware of the issues 
surrounding the Madison Guaranty Whitewater matter? 

A I -- the first recollection I'd give would be the 
meeting that I attended in October. 

Q When was that? 

A October 14th, 1993. 

Q How were you advised of that meeting? 

A It was on my schedule that day and -- to go to a 
meeting in Mr. Nussbaum's office. 

Q Who contacted -- who put that on your schedule 
that r- 

A Ay assistant, Steven Cohen. 

Q And what transpired at the meeting on .October 

14th? 


A I can recall October 14th as a busy day at the 
White House. I had attended a luncheon where I was asked to 
speak at the Democratic National Committee and 1 recall 
being late getting back to the White House. I declined a 
White House car, thinking it was a partisan event. So I 
cabbed over to the hotel. And I can recall coming back to 
the White House later than I had anticipated and and my 
assistant, Steven Cohen, reminded me to go upstairs to to 
Mr. ffussbaum's office. 

Asking him before that what the meeting was about, 
he indicated that he did not know the subject matter of the 
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Q And what was the conversation about these press 
inquiries, what was discussed about them? 

A Well, this information was discussed -- the only 
other topic that I can remember being talked about in 
addition to this briefly was this Early Bird warning system 
that the department had in public affairs, that it was a 
system where reporters' inquiries were called into a 
central person who produced the so-called Early Bird 
warning document that was circulated around. It was 
designed for the purposes of preventing leaks, which I 
found interesting. 

S' 1 ' w -1 P ♦“ H t W'’ccha"»" ♦- a ^ W- a > ♦- 

at this meeting? 

A I recall Nussbaum, Lindsey and DeVore as 
principal conversants here. I don't remember specifically 
what Mr. Nussbaum would have said. 

Q Well, was there any concern about these press 
inquiries? 

A I don't recall concern. 

Q What do you recall? 

A What I recall is pretty much what's right here. 
Only that there were press inquiries. You don't 
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recall anybody In the room having any type of reaction to 
these inquiries at all? 

A No. Again, for the part of the meeting that I 
was at these are the notes that I took because these were 
questions to Treasury and about an RTC matter. This was 
one of the first contacts, I thought, references that I can 
recall for Whitewater. This was not on my radar screen, 
Whitewater at this point in time. So I don't recall this 
meeting vividly beyond these notes and the Early Bird 
system. 

Q Do you recall how the meeting ended, were there 
designations of who would do no? or? 

A well, I can tell you, based on the way I take 
notes, that if I was tasked to do something it would be 
indicated to do. I have, you know that I can - - I know I 
left this meeting without an assignment. And as I've said 
before, I know I left this meeting feeling the pressure at 
that point in the day to get back to return reporters 
questions but beyond this, because I wasn't tasked to do 
anything, this was a question to Treasury. My notes at the 
end of the handwriting is frankly typical of my handwriting 
if I'm sort of falling out of the meeting, so. 
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THE WHITE HOUSE 

WASHINGTON 


February 13, 1996 


BY HAND DELIVERY 


Robert Giuffra, Chief Counsel 
United States Senate 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters 
534 Dirksen Building 
Washington, D.C. 20510-6075 

Dear Bob: 


I am transmitting with this letter additional White 
House records (Bates Nos. S 020586 - 020761) that the Counsel's 
Office received yesterday from Michael Waldman, who found them in 
the course of an office move. In addition, we transmitted 
yesterday additional White House records (Bates Nos. S. 020564 - 
020585), which were redacted copies of Mark Gearan's notes. 

After reviewing unredacted copies of the notes, Michael Chertoff 
agreed to certain redactions, and we delivered the records to 
Alice Fisher promptly. 

Pursuant to the Committee's Security Procedures, we 
request that all of these documents be treated as "Highly 
Confidential.” We would appreciate the opportunity to discuss 
with the Committee the basis for our request in the event the 
Chairman and Ranking Member consider redesignating any of this 
material . 


Please feel free to call me if you have any questions. 
Sincerely yours. 





Jane C. Sherburne 

Special Counsel to the President 


Enclosures 
cc: Lance Cole 

Minority Deputy Special Counsel 
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MEMORANDUM 


TO: 

Whitewater group 

F RCM : 

Harold Ickes 

DATE: 

10 January 1994 

RE: 

Assignments 


1. Talking points (counsel/MW) 

2. QSc A (counsel/3L/MW, 1/5 1 ) 


3 . 

— 4 . 


5. 



yj 


jbtT~ 

9. 

10 . 


2-3 page argument why no special counsel {counsel, MW) 

History of special counsels/ independent counsels — 
(counsel, 1/6) 

" Chronology” (counsel, BL, MW) 


Op ed piece (counsel, BL, MW 1/8) 



Response to Safire piece (counsel, BL, MW 

Memo on independent counsel statute (counsel 1/8) 

SyncDsis of Whitewater/Madison Guaranty matter 
(counsel, BL, MW, 1/7) 


11. Memo re statute of limitations for civil actions 
(counsel - assigned 1/8 2 ) 


; 12 . 


13. 


Review, on daily basis, all articles from major 
newspapers and statements made on major electronic 
media re Whitewater and prepare memo to be promptly 
r-i T-rnl rn rhp grnnp rgg^rriing i narrnr ^iesX e tC ♦ 

(counsel, BL, MW) 

Contact select members of Congress about public support 
-fPG) ' 


1 These dates refer to the date of the draft document. 


iiiiiiiiiiii 
S 020760 



Indicates date the assignment was made. 
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14. Research issue of whether then Governor Clinton used 

political or other pressure to see that Madison 
Guaranty be given special consideration (counsel, BL, 
PB, MW - assigned 1/7) _ 

15. Reference in 1/8 press that Chris Wade, Arkansas 
realtor has document re Whitewater, but won't release 
u nless Pr e sident Clint o n asks f o r th e m tu ~ tt e released 
(MW - assigned 1/8) 


16 . Memo re failure to take deduction on tax return for 
Whit_ewat£JC_lQS J ses-_ (MW 



\\ 




\ 


\ 
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oc-. es-t_ 


“““ ^le. 

rn • Dee Dee, Mark, Arthur 

i I ; ! 

FROM: Kathy McKiornan 

IV •' ■ 

PE : ABC - S i g htl y H eea Int e rv ie w ■ w i-th—SaA- D a pa ty-Couasel ra : 

SBIC/Arkaasas/Whitevater 

I 

DATE: 12-2-93 ! 



Small Business Administration Deputy General Counsel 1 Marty 
Teckler granted an on-camera interview to Alan Frank of ABC News 
yesterday for a story ABC is preparing on the SBXC and its role 
in the Capitol Management/Whitewater Inc. story. A summary of the 
interview, by SBA press person Janice Kearney, is attached. 


The storv is scneduled to air on the ABC evening news this 
Friday (12/3)'. 


U 
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TO i Kathy McKlernan, White Boom Preee Assistant 

From: Janis Kearney, Public Affairs, Small Business 

Administration 
KTi ABC interview 

Date: D«C. 1, 1593 


Kathy, the JoIIowXSg is a summary of t2nr~X8C interview which took 
place on Tuesday at the Snail Businas* Administration. (Responses 
are paraphrased for brevity.) j 

_i _ i 

She r ep orter w as Alan P rank,-# * Haw Y o r k, repres enting; Peter 


_ aaantlng 

Jennings ' World Nightly Nave show. Martin Teckler, our Deputy 
General Counsel was interviewed!. Martin has served as the SBA 
spokesperson for this case throughout the duration and considered 
nost well versed regarding the program. L_ 

The interview lasted appr oxime tie ly 45 minutes and, for the most 
part, cantered around these * main topics: 

l 

1t* : Rev doss the SBA Snail Business Investment Company (SBIC) 
program and Special ixad Small Businass Investment Company (SSBIC) 
work? / 

V ' j 1 

3. Wha t s is the status of CPA 's involvement 
Inc: 

a. Row much 
b • now uu«« 


in Capital Managaaant , 


money is outstanding? 

-- - •* «* 4 I — — .1 ..•^‘5 WV.f t*hA 


/ consequences of Master Marketing applying for loans for 
one purpose and using them for another purpose? 

PS: We're not in a position to respond to speculation, 

~~ we are now in the process of reviewing the filtf from 

capital Management, Inc., which includes documentation 
on Master Marketing. 

d. Are there other agencies involved? (FBI, Justice, etc.) 

3. What do we know about Judge Hale's allegations regarding the 
former Governor of Arkansas and the current Governor? Did Judge 
Hals bring his allegations of the former Governor \and the current 
Governor's involvement in this matter to SBA' a attention? 

TUB: Mo, not to my knowledge. 


j 


Does SBA have any knowledge of Whitewater, Inc. 
RE: The SBA has no knowledge of Whitewater. 


5 ./-Wharf- i 
f Ml: Th 


gaitU - nava 1 !!^^ nr Camtlm Crin di? 

The SBA has no knowledge of these. • • 


d. How would Susan McOougal, wife of James McDougal who olaimed 
4io have been a millionaire, have qualified for a SSBIC? 

■muni 
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RE: 9 SBXC requirement* ars not besed solely on *00000110 
statu*, bar husband's financial status would not nscassarily 
prscluds her from qualifying for participation in tha program. 

7 . — Ooss 8 flA have any Jcnowlsdge of the McDougal's relationship to 
the former Governor in regards to thia case? p- 

RE: The SEA has no knowledge of such a relationship. 

rotiilhs- fr a n k m a d e If rl ea r that our interview woul d-be )only a 
miniscule part of the story to be aired (probably Friday.) They 
also mentioned the fact that they would be in Arkansas to 
interview others for the story (did not identify who.) 

XAthy^Martin Techier made it abundantly Clear tha-t-tha 6 BA has 
no knowledge whatsoever regarding Mr. Kale's allegations and that 
our only Interest is in coliscting the SBA's and the taxpayers' 
monies that is still outstanding with Capital Management, ; Inc. 


cc:Erskine 

Cassandra 

Katie 




ililllliilli 
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Memorandum 



sac, litt: 



.OCX (86A-LR-34847) 


10/1/93 


Fro “ : SSA^TYVEN D. IRONS 

Subject: THOMAS W. 

ET A L; 

/fug-s 

! OO : /LITTLE ROCK 

/ 




On/ 9/28/93, writer had a telephonic conversation with 
CECILIA SEAY, attorney for the Small Business Administration 
(SBA) in the matter involving DAVID HALE. SEAY advised she \ was 
still attempting to obtain all of the records of HALE's SBA 
company and; needed a list from the FBI of what was missing from 
the records' SBA turned over to the Bureau. SEAY intends/ to j 
interview or depose HALE, and continue to demand all records. 

\ \ 7 / 

^Writer mentioned the media reports of SBA spokesman 
TECHLER's 'comments concerning the case a nd not ed TEQSXER ^yas. g ot 
helpin g m atters by stating jcert3.in_ activities) were 'net drimirwT^ 
di^Cnature whenVhe did not have alitor me 'facts. advised” 

she 'had spoken to SBA in Washington (possibly MAR3C STEVENS) , and 
understood officials from the WHITE HOUSE haji^drged SBA toNaake 
such a characterization due to the mention |of WHITEW ATER _J 
DEVELOPMENT in sdme news accounts and WHITE HOUSE desire to avoid 
any inference criminal activity could have occurred in relation 
to WHITEWATER DEVELOPMENT and HALE ' s company. 





INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


THURSDAY, FEBRUARY 22, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington , DC . 

The Committee met at 10:20 a.m., in room 216 of the Hart Sen- 
ate Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 

OPENING STATEMENT OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. The Committee will come to order. 

Mr. Ickes, if you have a statement, we’ll be pleased to receive it. 

SWORN TESTIMONY OF HAROLD M. ICKES 
WHITE HOUSE DEPUTY CHIEF OF STAFF 

Mr. Ickes. I do not, Mr. Chairman. 

The Chairman. I have a brief statement. 

I find it unacceptable to have a pattern which I can only describe 
as unacceptable where the White House and its chief aides con- 
tinue a pattern that is certainly contemptuous of good procedure, 
that borders on deliberate withholding of information or, at the 
very least, total and ineffectual efforts to attempt to be cooperative. 
It is one or the other. 

Just the other day, we read — as a matter of fact today in the 
Washington Post — that it was only 18 months after the Senate in- 
vestigation and 2 years after the Independent Counsel was named 
that the White House has finally put together a team to ensure 
, compliance with subpoenas. 

I would note for the record that the Treasury Department did 
what should have been done, sent in IRS investigators to go 
through the files of those people who may have had materials that 
lave been requested. 

If this isn’t a deliberate pattern of evasion, then it’s certainly an 
attitude of disdain. 

Let’s look at just some of the materials that we have received. 
\nd I have to tell you that it seems to me that when we speak 
about all the key members of the Whitewater Response Team, that 
[ cannot believe that they have turned over to us information that 
:hey still have and it keeps dribbling in. Then we’re met with lame 

( 1883 ) 
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excuses in terms of how they found it. You don’t find something if 
you don’t look for it. There wasn’t a conscious effort. 

We received this packet of information from Mr. Gearan on Janu- 
ary 29th! Another packet of information, again from Mr. Gearan 
was received on February 7th. Here’s another packet of informa- 
tion. I might mention this information certainly was subpoenaed 
back in October from Mr. Altman, another White House official on 
February 13th. That’s just 10 days ago. There’s another file, an- 
other packet of information we received 2 nights ago. 

Now who’s playing politics? Who’s deciding to withhold what? 

This is information that is directly related to Whitewater and in- 
deed we find, in a deposition given last evening to Mr. Waldman, 
one of the members of the Whitewater Response Team, that you, 
Mr. Ickes, I understand put together, he says that he found this 
last batch of papers. I have to tell you, I don’t know, and I have 
reason to believe that this isn’t everything. I don’t believe it’s ev- 
erything. Not in the way this thing has been withheld. 

Guess where he said he found it? They were in the White House 
office for months in a file marked WWDC, that’s a quote, “WWDC,” 
and Mr. Waldman admitted that stands for Whitewater Develop- 
ment Corporation. We should have had these papers and this infor- 
mation months ago. It’s inexcusable. 

The first place that the counsel should have gone to, you cer- 
tainly knew there was a Whitewater Development Response Team, 
was to those people who were part of that team, the key members 
and said to them: “What documents do you have? Let’s get them 
out.” That’s reasonable. 

You can’t tell the American people and attempt to say, “well, you 
are just dragging this out,” when, in fact, the very people who 
should have been working, should have been complying, should 
have been providing information have failed to do so. And this is 
a pattern, over and over and over. 

The electronic mail, the same thing. Delay. Delay. Delay. We will 
be asking for an extension, and it is necessary, and we are going 
to get the facts. And if those facts are exculpatory, indeed, if they 
clear the mystery away and demonstrate that things were done ap- 
propriately, fine. That will be the finding of this Committee. 

But by gosh, you just cannot withhold things, tell us that we are 
wasting time, that we are spending taxpayers’ money inappro- 
priately when the very people who are charged and who say that 
they are going to meet the Committee’s legitimate requests for in- 
formation and documents deliberately withhold them. If you don’t 
deliberately withhold them, then you do it in such a manner and 
conduct a search in such a way it is again arrogance, and is not 
a bona fide attempt to meet the Committee’s legitimate requests. 

I have to say that I am deeply shocked at this and that it doesn’t 
surprise me anymore. But it is wrong. It is wrong. It is wrong 
again to have the political spin doctors attack the Committee and 
its integrity for attempting to do what we were charged with, and 
that is to gather the facts. To gather the facts and to get the infor- 
mation and let the chips fall where they may. We are going to con- 
tinue to pursue it, but it’s not right. We have not been dealt with 
fairly, and the American people have not been dealt with fairly. 

Senator Sarbanes. 
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OPENING COMMENTS OF SENATOR PAUL S. SARBANES 

Senator Sarbanes. Mr. Chairman, I think it's important for the 
Committee to get all the material that’s relevant to its inquiry. 
Whether it’s reasonable to make charges about deliberate withhold- 
ing I have very large questions. I mean, we can get from each per- 
son an explanation as to why the documents that were provided 
were not provided sooner. Mr. Gearan was here and we went into 
it in some detail with him, and it seemed to me that he had a rea- 
sonable explanation why the documents had not come. And once 
they were discovered, he provided them as promptly as he could. 

It’s also I think instructive to look at what the material provides 
once its gets here, the substance of it. I have not, in any of it, as 
yet found any so-called smoking gun. But I think before one leaps 
to conclusions, we should explore with each the basis on which the 
material was not provided sooner. 

We did that with Mr. Gearan who had, I thought, quite a reason- 
able and plausible explanation. And I, for one, would not level at 
him a charge of deliberate withholding of material. 

But I think the Committee can move along. I think the important 
thing is that we’re getting this material. None of it has been re- 
moved from the Committee’s reach. We continue, I assume, the 
process of obtaining it and carrying out these hearings, hopefully 
in a fair manner. 

The Chairman. Senator Hatch, Senator Faircloth, if you have no 
statements, I’ll go to Mr. Chertoff. 

Senator Faircloth. I do not have a statement. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Mr. Ickes, you are Deputy Chief of Staff at the White House? 

Mr. Ickes. I am. 

Mr. Chertoff. When did you first take that position? 

Mr. Ickes. In very early January 1994. 

Mr. Chertoff. And it is also true that in very early January 
1994, you, I guess, became the chair of what you have described 
as the Whitewater Response Team? 

Mr. Ickes. I wouldn’t call it the chair. I was asked by then-Chief 
of Staff, Mack McLarty, to put together a group of people who were 
informed about Whitewater and related matters. We were getting 
deluged by the press with many, many questions. There were a 
number of people who were answering those questions and he 
tha 1 wanted to make sure that we were getting information so that we 
could respond to the press as quickly and as accurately and as 
timely as possible. 

Mr. Chertoff. Now, Mr. Ickes, you still have responsibility for 
5 no 1 Whitewater matters in the White House; is that correct? 

Mr. Ickes. That’s correct. 

Mr. Chertoff. Ms. Sherburne reports to you? 

Mr. Ickes. Ms. Sherburne reports to me, yes. 

Mr. Chertoff. Who do you report to on Whitewater matters? 

Mr. Ickes. I report to the Chief of Staff. 

Mr. Chertoff. Anybody else? 

Mr. Ickes. No. 

Mr. Chertoff. You do not report to the President or the First 
Lady directly? 
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Mr. Ickes. Mr. Chertoff, everyone in the White House reports to 
the President. 

Mr. Chertoff. I mean directly. Do you directly report to the 
President and the First Lady on Whitewater matters? 

Mr. Ickes. I directly report to the Chief of Staff, Mr. Chertoff. 

Mr. CHERTOFF. You do not directly report to the President and 
the First Lady? 

Mr. Ickes. I don't know what you mean by the phrase. I directly 
report to my immediate superior, my immediate superior, Mr. 
Chertoff. Fm trying to answer the question. My immediate superior 
is Mr. Panetta and I report directly to Mr. Panetta. 

Mr. Chertoff. Do you talk to the President about Whitewater 
matters? 

Mr. Ickes. I do on occasion. 

Mr. Chertoff. Do you talk to the First Lady about Whitewater 
matters? 

Mr. Ickes. On rare occasion, yes. 

Mr. CHERTOFF. I want to direct your attention to the early part 
of 1994, particularly February. And I want to remind you where it 
is in the context of events, because you were before the Banking 
Committee 2 years ago testifying about a February 2nd meeting at 
which you were present, in which Roger Altman had discussions 
with Mr. Nussbaum and others in the White House staff concern- 
ing whether or not he should recuse himself, take himself out of 
the decisionmaking process on the RTC's investigation of Madison 
and Whitewater. 

Now later that month, did you have discussions with the Presi- i 
dent concerning the question of the possible exposure that the 
President and Mrs. Clinton might have with respect to an RTC in- 
vestigation of the Rose Law Firm? [ 

Mr. ICKES. Are you reading from testimony that I’ve given, Mr. \ 
Chertoff? If so, I would like to see it. 

Mr. Chertoff. No. Fm asking you a question, Mr. Ickes. 

Mr. Ickes. Are you reading from testimony, Mr. Chertoff, be- 
cause if you are, I would like to see it. 

The Chairman. Mr. Ickes, we ask the questions, all right? 

Mr. ICKES. Well, Mr. Chairman, it’s proper to inquire. 

The Chairman. Now wait a second. 

Mr. ICKES. It's proper to inquire, Mr. Chairman. 

The Chairman. He's making an inquiry. If you don't recall, you 
can say you don't recall. If we have information that will be helpful 
in refreshing your recollection, we will make it available to you. ; 
Now he's asking you a question. So let's go. 

Mr. Ickes. As I understand it, Mr. Chairman 

The Chairman. I will ask that the question be rephrased, and I 
am going to ask the witness to attempt to be responsive. 

Mr. ICKES. I am attempting to be responsive, Mr. Chairman. 

The Chairman. Well, I can say already that I've seen a number 
of instances when it would appear fairly obvious that Mr. Chertoff 
had to ask the question two or three times to get a response as it 
related to whether you communicated with the President with re- 
spect to Whitewater. 

Mr. Ickes. Mr. Chairman, he used the word “report” 
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The CHAIRMAN. Mr. Ickes, you may be Deputy Chief of the White 
House and you give orders there, and we will be fair, but you must 
try to be responsive. 

Mr. Ickes. I’m trying to do that, Mr. Chairman. 

The Chairman. Please, Mr. Ickes, try to respond to the ques- 
tions. Be responsive. No trick questions. If you recall, please an- 
swer. If you don’t, say you don’t recall. 

Now go ahead, Mr. Chertoff. 

Mr. CHERTOFF. My question to you, Mr. Ickes, is in late February 
1994, did you have conversations with the President of the United 
States concerning whether he and/or the First Lady faced possible 
exposure relating to an RTC investigation into the activities of the 
Rose Law Firm? 

Mr. Ickes. I think I’ve testified before, at least twice, if not three 
times, Mr. Chertoff, that I did have conversations. I wouldn’t say 
they were about exposure. And I do not recall at what time I had 
those conversations, when I had those conversations, where I had 
those conversations, or whom was present. 

Mr. Chertoff. Isn’t it a fact, Mr. Ickes, that the President of the 
United States repeatedly asked you whether he and the First Lady 
faced possible liability or were exposed to possible liability for an 
RTC investigation into the activities of the Rose Law Firm? 

Mr. Ickes. Not that I recall, Mr. Chertoff. 

Mr. Chertoff. Were you interviewed by the White House Coun- 
sel’s Office in the summer of 1994 in connection with what the 
White House has described as a review that they were conducting 
about White House-Treasury contacts? 

Mr. Ickes. I don’t recall the time of year. I think it was some 
time during the spring or summer, but I was interviewed by some 
people on Lloyd Cutler’s staff. Lloyd Cutler was at that point the 
White House Counsel. 

Mr. Chertoff. Did that include Ms. Sherburne? Did she inter- 
view you? 

Mr. ICKES. As I recall, it did. 

Mr. Chertoff. Was Ms. Cheston also present at the interview? 

Mr. Ickes. I recall that she was in an interview. I think both of 
them were in an interview at some point. 

Mr. Chertoff. Did you also direct your attorney to communicate 
with them and tell them information you had in your possession 
that was relevant to what they were examining? 

Mr. Ickes. I am not sure I directed my attorney to meet with 
them. 

Mr. Chertoff. Well, I am going to put up on the Elmo two sets 
of notes. The first set of notes is 20783 and 20784, which are Ms. 
Sherburne’s notes. And there’s a copy before you. 

Senator Dodd. Do we have copies of those? 

Mr. Chertoff. Everybody has copies, I believe. It’s on one sheet 

1 l}f paper and it carries over. This is a portion of a series of notes. 
The Chairman. Let him find it first. Do you see that number 
Tver there up at the top? That will identify and generally they’re 
sequential. That’s 20783. 

Mr. Ickes. Yes, these aren’t. This starts with 20564, then it goes 
;o 1-2 

The Chairman. Go ahead. You’re going up to 83. 
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Mr. CHERTOFF. This is from the notes that Ms. Sherburne had 
concerning the information she gathered from you relating to this 
issue in the summer of 1994. It says: “Late February (2/26 or 27), 
HI” — that's you, Harold Ickes — “has conversation with WJC” — 
that's the President — “in which WJC asks lots of questions re RTC 
procedures, whether HRC and WJC exposed.” Then off in the cor- 
ner in says, ‘Whether Rose could be held liable.” Does that ring a 
bell with you? 

Mr. Ickes. I was not present at this. My understanding of these 
notes, Mr. Chertoff, is that these were notes written by Jane 
Sherburne after a conversation with somebody else. I was not 
present there. I don't know the context, I don’t know the nature of 
the question. All I can tell you is she wrote what she wrote. 

Mr. Chertoff. My question to you is, Mr. Ickes, is it true? Is it 
true that you had conversations in late February with the Presi- 
dent in which the President asked lots of questions regarding RTC 
procedures, whether HRC and WJC were exposed? Is that true? 

Mr. Ickes. I have testified before on several occasions, Mr. 
Chertoff, that I did have conversations with the President and sep- 
arately with the First Lady. I don’t know whether they were during 
February 1994, or during March 1994. 

Mr. Chertoff. Whether February or March, put the date to one 
side. Did you have conversations with the President in which the 
President asked you lots of questions about RTC procedures, 
whether Mrs. Clinton and the President were exposed? 

Mr. ICKES. I do not recall lots of questions. I recall having a 
meeting, several meetings with the President in which I had some 
discussions with him. I’ve testified to that before. 

Mr. Chertoff. You actually haven’t, Mr. Ickes. i 

Mr. Ickes. Mr. Chertoff, please. And my testimony stands. a 

Mr. Chertoff. Well, we’ll get to your prior testimony. 

Are you telling us that this statement is true or untrue, this 
statement in the notes? Did you have these conversations or not? is 

Mr. Ickes. To the best of my recollection, Mr. Chertoff, I have I ffl 
testified before and I testify again today that I had question — I had 
several meetings with the President during this period of time, n 
February and March. I do not recall when the meetings occurred 
nor do I recall the substance of the conversations. 

Mr. Chertoff. Now it goes on to say in the notes, “HI,” that’s 
you, “asked NE,” Neal Eggleston, “to draft memo which NE did in de 
12 hours. HI made revisions. Sends to HRC 3/1. DR discussing.” yo 
Did you ask Mr. Eggleston to draft a memo regarding the question te 
of RTC procedures in response to these questions? 

Mr. ICKES. I may well have, Mr. Chertoff. I think that that 
memorandum has been again testified to at considerable length. If 
you would show it to me, I could answer more appropriately. Cc 

The Chairman. We are not asking you to tell us that we have 
seen the memo. We are asking you to answer the question. 

Mr. Ickes. I have been answering. 

The Chairman. You are not answering the questions. You are 
not being responsive. 

Mr. Ickes. Mr. Chairman, you may not like the answers but I 
am answering the question, and I am trying to be as responsive as 
possible. 
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The Chairman. Well, we will be here. We are going to get more 
responsive answers. 

Mr. Chertoff. Did you ask Mr. Eggleston to prepare a memo re- 
garding RTC procedures in response to these conversations with 
the President? 

Mr. Ickes. I think I’ve testified to that before that I did ask him 
to prepare a memo. 

Mr. Chertoff. Did you ask him to prepare a memo — let me put 
the memo up. It’s S7288. And I’m going to show you 

Mr. Ickes. Do I have a copy of that here, Mr. Chertoff? 

Mr. Chertoff. Yes, Mr. Ickes, you have a copy of everything be- 
fore you. And if we can stop the clock and give the witness an op- 
portunity to find it, so we don’t lose time. 

I’ll also direct your attention to X 1200 which is a redacted form 
of the same memo which the Committee originally received in 1994 
before we finally got the full version. 

Mr. Ickes. The memo you are referring to is the one dated Janu- 
ary 17, 1994? 

Mr. Chertoff. No, it is dated 1 March 1994, to the First Lady 
from Harold Ickes. 

Mr. Ickes. OK, I have it. I have it. 

Mr. Chertoff. There are two versions of that. One is redacted 
and one is unredacted. 

Mr. Ickes. I have one here, Mr. Chertoff, that’s 7288. 

Mr. Chertoff. That’s right, and there is another one X 1200, 
which you also have before you. 

Mr. Ickes. Right, I have that also. 

Mr. Chertoff. And X1200 is the redacted form of S7288, which 
is what we originally had before the White House finally, we finally 
arranged to get the entirety of the document. 

Mr. Ickes. That’s correct. 

s Mr. Chertoff. You had Mr. Eggleston draft this document, that 
J is to say, the underlying memorandum that is beneath the trans- 
e mittal page. Isn’t that correct? 

j Mr. ICKES. And you are talking about the February 28th memo- 
e ( randum. 

d Mr. Chertoff. Correct. 

Mr. Ickes. Yes, it’s my recollection I did ask him to draft it. 
fs Mr. Chertoff. Now when you were asked about that in your 
n deposition — I’m going to give you a copy of your deposition — well, 
A you actually have it. Why don’t you turn to page 192? You didn’t 
J tell us about this? 

The Chairman. Let him get to page 192 and take a look at it. 
oat Mr. Ickes. Page 192 of? 

J Mr. Chertoff. Of your deposition before the Senate Banking 
Committee. 

aV i Mr. Ickes. I’m not sure I see it here, Mr. Chertoff. 

Mr. Chertoff. It’s there. 

The Chairman. We’ll provide it 

art Mr. Ickes. No, no. I’m — -just bear with me. 

The Chairman. It’s up on the screen also. 

Mr. Chertoff. Mr. Ickes 

'J The Chairman. Now wait, let him get there. Page 192? 

Mr. Ickes. OK, I’ve got it. I’ve got — yes. 
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Mr. Chertoff. Of your deposition testimony given on July 24, 
1994, and you were being questioned by Mr. Codinha, who was Mr. 
Ben-Veniste’s predecessor, who was then the Majority Counsel on 
the Democratic side. He asked you specifically about this memoran- 
dum and the 25-page attachment. He asked you at line 16: 

Question: Do you recall creating a memo on or around March 1st, which was a 
confidential memo for the First Lady of the United States that dealt with the Reso- 
lution Trust Corporation? 

Mr. ICKES. What line are you on? I’m sorry. What line? 

Mr. Chertoff. Line 16. 

Mr. Ickes. Line 16 on page 192? 

Mr. Chertoff. Correct. Of your deposition testimony. 

Mr. ICKES. I’m with you. 

Mr. Chertoff. At line 16: 

Question: Do you recall creating a memo on or around March 1st, which was a 
confidential memo for the First Lady of the United States that dealt with the Reso- 
lution Trust Corporation? 

Answer: I may have. I don’t recall the specifics. 


Then Mr. Codinha went on to show you X 1202, which if you look 
at X1200 is attached, and that is the redacted version of the memo 
we’ve been talking about. 

Mr. Ickes. Yes. I 

Mr. Chertoff. And if we continue on the next page, which would 
be page 193, at line 14: 

Question: Does that refresh your memory as to whether at least a draft of such - 
a document was created? 

Answer: As I sit here today, I don’t recall specifically creating a draft, but this 1 
certainly appears to be a draft. 

Question: Do you know the purpose, why such a memorandum would be created? tl 

Answer: Assuming it was created and assuming it was, in fact, sent to the First 
Lady, I think the purpose was to inform her about what was stated in the body of 
the memo. 

Then Mr. Codinha directs your attention to the fact that the ; 
memo was heavily redacted. 

Mr. Ickes. Right. 

Mr. Chertoff. Go on to the next page, actually we’ll start at 195 
at line 14. Mr. Codinha says: & 

Question: That’s X1201 and does that indicate it says “redacted 25 pages’? 

Answer: It does. 

Question: Does that indicate to you this is a heavily redacted document? 

Mr. Bennett: It speaks for itself. 

Question: Do you recall writing 25 pages on the subject of the Resolution Trust 
Corporation to the First Lady? 

Answer: I do not and I doubt that I did. 


This is important, now. This is line 2, page 196. 

Question: When you say you doubt that you did, do you believe that someone else 
acting on your instructions wrote a 25-page memo? 

Answer: It’s hard for me to tell since you say it’s heavily redacted. There’s a blank 
page, other than the word “redacted” and the handwritten page, “25 pages.” 


Finally to page 197, you continue to go back and forth with Mr. 
Codinha, this is at line 8: 




Question: First of all, how can you determine from looking at the page that it is 
a transmittal memorandum? 

Answer: You’re exactly right, I can’t. And the only reason I said that is because 
this was attached to it 

Question: This being X1201 which is redacted 25 pages? 
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Answer: Yes. And I assume, and probably incorrectly, that this 1201 was attached 
to 1200. Therefore, I concluded it was a transmittal memorandum and I’m in error. 
I don’t know whether it was or wasn’t. 


Now my question to you, Mr. Ickes, is this. At the time you were 
shown this redacted memorandum, that was just around the time 
you had told someone and had communicated to Ms. Sherburne the 
fact that you had directed Mr. Eggleston to draft the memorandum 
which you later transmitted up to the First Lady under the title 
Resolution Trust Corporation. 

Isn’t it a fact, Mr. Ickes, that when you were confronted with this 
memo, even though it was heavily redacted, you were able to deter- 
mine from the cover page, which is X1202 entitled, “To: The First 
Lady; From: Harold Ickes; Re: Resolution Trust Corporation;” that 
you Irnew then and there that you had prepared that transmittal 
memo and that you had sent Mrs. Clinton a 25-page memo on the 
Resolution Trust Corporation because you knew you had asked Mr. 
Eggleston to prepare it, and you knew you had made revisions in 
it, and you knew you had sent it up to the First Lady? 

Mr. Ickes. I think, Mr. Chertoff, that the deposition referred to 
documents that were heavily redacted, and therefore it was unclear 
to me what the documents were involved. 

Mr. Chertoff. But even with the redaction, Mr. Ickes, even with 
the meager amount of information we received from the White 
House back in July 1994, we did have and you were shown this. 
You were shown X1202, put it up on the Elmo, it was entitled, 
“Memorandum — To: The First Lady, From: Harold Ickes, Re: The 
Resolution Trust Corporation” and that is, in fact, when you finally 
looked at the whole memo, that is the cover sheet you used to 
transmit the entirety of Mr. Eggleston’s memo to the First Lady. 

At the same time you were telling Mr. Codinha that you didn’t 
know what this was in relation to, you were telling people who 
were asking you questions at the White House or who were convey- 
ing your information to the White House, that, in fact, you specifi- 
cally remembered having directed Mr. Eggleston to prepare that 
memorandum. 

Mr. Ickes. Mr. Chairman, is that a question? I mean, that’s a 
statement by Counsel. 

Mr. Chertoff. I’m about to get to the question. 

Mr. Ickes. Well, I know, but let’s ask the question. 

The Chairman. He’s setting the stage. 

Mr. Ickes. Mr. Chairman, in all fairness, he’s using — I mean, 
isk the questions. That’s an editorial comment by Counsel. He’s 
concluding. 

The Chairman. Mr. Ickes 
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Mr. Chertoff. Did you tell 

Mr. Ickes. As far as I know, the Members of this Committee are 
join g to draw conclusions. 

The Chairman. Right. 

Mr. Chertoff. Mr. Ickes, is it, in fact, the case that you told peo- 
>le in the spring or the summer of 1994, that you recalled asking 
^eal Eggleston to draft a memo about the RTC procedures, which 
Le did in 12 hours, that you made revisions in the memo, that you 
ent it to Mrs. Clinton, and that Mrs. Clinton asked a few ques- 
ions about it? 
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Mr. Ickes. Mr. Chertoff, the responses that I gave in the deposi- 
tion were responses that were referring to a specific piece of paper 
that was put in front of me. 

Mr. Chertoff. Mr. Ickes, my question is this. Did you tell peo- 
ple, did you tell anyone in the spring or summer of 1994 that you 
had directed Mr. Eggleston to draft a memo, which he did in 12 
hours, relating to RTC procedures, that you made revisions in the 
memo, and that you sent it to Mrs. Clinton? 

Mr. ICKES. I may well have, Mr. Chertoff. But that was in con- 
nection with documents that we’re being shown to me at the time. 

Mr. Chertoff. In fact, the documents that were being shown to 
you were the complete versions of what the Committee was given 
in a heavily redacted form? And if you want to compare the re- 
dacted memo 1202 with the complete memo 7288, you look at those 
two pages, you will agree with me, will you not, that, in fact, 1202 
is simply a redacted or edited version of 7288? 

Mr. Ickes. Mr. Chertoff, there are a lot of memos back and forth. 

Mr. Chertoff. You compare them 

Mr. ICKES. Let me just finish, Mr. Chertoff. There are a lot of 
memos back and forth, and when I am under oath, as I was when 
I was taking — that deposition was being taken of me, I was re- 
sponding specifically to the documents that were put in front of me. 

Mr. CHERTOFF. Again, Mr. Ickes, my question is this. Would you 
compare X1202, the redacted version you were shown in the deposi- 
tion, and the complete version, 7288, and will you agree with me 
that 1202 is, in fact, a redacted portion or an edited portion of what 
is the full memo? 

Mr. ICKES. Upon comparison, I wouldn’t disagree with you. How- 
ever, Mr. Chertoff, I was not shown that during my deposition. 

Mr. CHERTOFF. But had you been shown the full memo at any 
other time before your deposition? 

Mr. ICKES. I may well have. I don’t recall. 

Mr. Chertoff. Now, I want to direct your attention to the notes 
which have recently been produced to us. In particular, I want to 
direct your attention to your notes, page S2790. 

Senator Dodd. Mr. Chairman, while he is looking at that, can I 
inquire, when did we receive the full unredacted memo? 

Mr. Chertoff. I think the full unredacted memo, as I recall, Mr. 
Chairman, was presented to the then-Chairman and Minority 
Member on, I believe, the next-to-last day of the hearing. 

The Chairman. During the summer, I think, we had a meeting 
with Ms. Sherburne and then-Counsel to the White House and ar- 
ranged for the full unredacted, or very lightly redacted portion to 
be produced. 

Senator Dodd. Is that like the end of July? 

Mr. Chertoff. It was August. 

The Chairman. Was it August? July 29th. 

Senator Dodd. Of 1994. 

Senator Sarbanes. 1994. 

Senator Dodd. So we had the full document then in July 1994? 1 

Mr. Chertoff. We did not have it, Mr. Chairman, during the 
deposition. 
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The Chairman. Yes. The point is though that it was withheld, 
or we didn’t have it, and there was no agreement until late July 
when we agreed that we would 

Senator Dodd. No, my point was, I think Mr. Ickes testified on 
August 4th, and we had the document prior to his testimony. 

Mr. CHERTOFF. I believe, Mr. Chairman, to be absolutely clear on 
the record, the deposition testimony, including the questions by Mr. 
Codinha, then the Democratic Counsel, was on July 24th. We did 
not receive the full memorandum, the unredacted memorandum 
until the hearings were underway, which was several days there- 
after. We did not receive Ms. Sherburne’s record of what Mr. Ickes 
knew until it was shown to us within the last couple of months. 

Now, Mr. Ickes, I want to direct your attention to S 20790. These 
are notes of a meeting regarding Whitewater in your handwriting. 

Mr. ICKES. Here’s the problem, Mr. Chertoff. The documents that 
I was given to you by — given to me by your staff are not in order, 
so 

Mr. CHERTOFF. We’ll send someone down then to 

Mr. Ickes. That’s all right. They’re in my handwriting? 

Mr. CHERTOFF. They are in your handwriting. 

Mr. ICKES. And what date are they? 

Mr. Chertoff. 1/16/94. 
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Mr. Ickes. OK, I have those. 

Mr. Chertoff. The first page of the notes is S 20790; correct? 

Mr. Ickes. That’s correct. 

Mr. CHERTOFF. Now it says under Arabic numeral 2, “Statute of 
Limitations,” is that correct? 

Mr. Ickes. Yes. 

Mr. Chertoff. Where were these notes before they were pro- 
duced to this Committee? Were they in your possession? 

Mr. Ickes. They were in my possession, yes. 

Mr. Chertoff. Were they in your possession continuously from 
January 1994, until you produced them to the White House Coun- 
sel to be produced within the last week? 

Mr. Ickes. Yes, they were in my files. 

Mr. Chertoff. You had them available to review in 1994? 

Mr. Ickes. Well, as I recall, as I understand it, these had been 
produced to the White House Counsel pursuant to the subpoena 
that was issued by the Independent Counsel or then-Special Coun- 
sel Fiske in early March 1994. 

I’m confident that these particular notes that you’re referring to 
had been produced to the White House Counsel and it’s my under- 
standing that the White House Counsel overlooked producing them 
pursuant to subsequent subpoenas that this Committee issued. 

Mr. Chertoff. And you reviewed these documents before they 
were produced to Mr. Fiske; isthat correct? 

Mr. Ickes. I turned the documents over and let the White House 
Counsel and my attorneys determine what was responsive and 
what was not responsive. 

Mr. Chertoff. You reviewed these notes, the notes that were 
produced to Mr. Fiske, before they were produced, correct? 

Mr. ICKES. Again, Mr. Chertoff, I don’t want to quibble with you. 
I don’t know what the term “review” means. Did I glance at them 
as I turned them over? Yes. Did I read them? I doubt it. 
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Mr. Chertoff. Well, let’s go to page 231 of your deposition on 
July 24, 1994. 

Mr. ICKES. I’m sorry, what page? 

Mr. Chertoff. 2-3-1, 231. 

Mr. ICKES. OK. I’m there. 

Mr. Chertoff. Have it? 

Mr. Ickes. Yes, I do. 

Mr. Chertoff. At line 4: 

Question : Did you review those notes before you made a production to Mr. Fiske? 

Answer: I did. 

Question: Did you review those notes before production was made here? 

Answer: Yes. 

Were those your answers to the questions that I put to you back 
in 1994? 

Mr. ICKES. Yes, it was, but again there's a question about what 
review means. 

Mr. Chertoff. Well, did you have a question, do you see any- 
where in that answer there, a qualification or an expression of un- 
certainty about what the word “review" means? 

Mr. Ickes. The word “review," Mr. Chertoff, can mean many 
things. I glanced at these documents, and basically I turned what- 
ever documents 

The Chairman. Mr. Ickes, you didn’t say in your testimony there 
that you glanced at the documents. You answered that you did re- 
view them before you gave them to Mr. Fiske. You said that you 
reviewed them again before your examination. 

Let’s go, Counsel. 

Mr. Chertoff. Now, I want to continue with the deposition. 

The Chairman. If you want to have a discussion on the word “re- 
view," we’re not going to spend 

Mr. ICKES. Mr. Chairman, if I could finish my 

The Chairman. We’re not going to spend 

Mr. ICKES. Mr. Chairman, if I could finish my answer. 

The Chairman. We are not going to spend 30 minutes on your 
interpretation of what review means. 

Mr. Ickes. Mr. Chairman, if I could finish my answer to Mr. 
Chertoff, I’d appreciate it. 

The Chairman. Well, go ahead, try to be responsive. 

Mr. Ickes. I thought that you all asked me to come up here to 
answer questions, and I’m trying to do that. 

The Chairman. And not give speeches, and not beat around the 
bush, and not tell us what you testified to previously. We are try- 
ing to get straightforward answers from you. When he asks you 
whether you reviewed, give us an answer. Yes or no? 

Mr. Ickes. Mr. Chairman 

The Chairman. Yes? 

Mr. ICKES. Mr. Chairman, I was cut off in the middle of a ques- 
tion. 

The Chairman. OK, go ahead. 

Mr. ICKES. I’d like to finish my answer if I could. 

The Chairman. I’d like to see you try to do it. 

Mr. Ickes. All right. 

[Laughter.] 

I’d like to be given a chance. 
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Mr. Chertoff, when that subpoena was issued by Mr. Fiske in 
early March 1994, as I recall, I pulled out all of the documents that 
I thought were responsive. Indeed, I was overly responsive to that 
subpoena. I turned them over to my counsel and to White House 
Counsel. They then determined what was responsive to the sub- 
poena. When I say I reviewed them in this testimony, I merely 
glanced at them. I did not read them. 

Mr. Chertoff. I’ll tell you what, Mr. Ickes, we're just going to 
go over what's in the record which is as it stands. The question to 
you was did you review those notes before you made a production 
to Mr. Fiske. And your answer is, I did. Is that correct? 

Mr. Ickes. That’s correct. 

Mr. Chertoff. That’s what’s written there; right? 

Mr. Ickes. Yes. 

Mr. Chertoff. You had an opportunity, Mr. Ickes 

Senator Sarbanes. Wait a minute. Why don’t we back off and 
ask the previous question. 

The Chairman. Senator, you can do that on your time. 

Senator Sarbanes. I mean, you have a question what was the 
content of those notes, and he says, I have no idea, I have to look 
this up. Did you review those notes before you made the produc- 
tion? I did, but he’s already said he didn’t know the content. 

The Chairman. Senator, if you want to testify for him, you can 
do that. 

Senator Sarbanes. This is not Constitutional. 

The Chairman. Oh, come on now, let’s cut that out. Seriously. 

All right, we’ll go back right from the top of the page and start. 

Mr. Chertoff. This is the question. I will go back to line 2. 

Question : And what was the content of those notes? 

Answer: I have no idea, I’d have to look that up. 

Question: Did you review those notes before you made a production to Mr. Fiske? 

Answer : I did. 

Question: Did you review those notes before production was made here? 

Answer: Yes. 

Now, Mr. Ickes, you had an opportunity actually to make correc- 
tions in the deposition, didn’t you? 

Mr. Ickes. As I recall, I did. 

Mr. CHERTOFF. Do you have reason to believe that the printed 
record of your answers is incorrect? 

I Mr. ICKES. I am not disputing the answer. I am disputing the in- 
terpretation of the word. 

Mr. Chertoff. Now it goes on: 

Question: Was there any mention in any of those notes of the words “statute of 
imitations’? 

And then after we have some discussion with the lawyers, the 
question again is posed: 

Question: Were there notes in the File in which the words “statute of limitations” 
ippeared? 

Mr. Bennett: If he remembers. 

The Witness: The word “statute of limitations’? 

Question: Right. 

Answer: I don’t recall the words “statute of limitations,” other than press clips. 

Then Mr. Bennett interjects about the February 2nd note. And 
go on to ask you, at line 16: 
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Question: Excluding TS1192 which is your February 2nd notes, excluding that, 
were there references to the statute of limitations in any of your other notes? 

Answer: Not that I recall. 

Now would you agree with me that your notes of January 16, 
1994, which you have indicated to us were turned over to the 
White House Counsel to be produced to Mr. Fiske in March 1994, 
does in fact contain a discussion of the statute of limitations, and 
it's right there in your handwriting; correct? 

Mr. ICKES. I’ve already testified to that. Yes, it does. 

Mr. Chertoff. And you understood at the time that one of the 
issues that the Committee was looking at — this wasn't just, you 
know, playing scrabble, hunting for words, one of the issues was 
whether in January 1994, one of the considerations in the minds 
of the people at the White House who ultimately met with Roger 
Altman was an acute awareness of the fact that the statute of limi- 
tations on the RTC investigation of Madison and the Rose Law 
Firm was going to expire at the end of February unless there was 
an extension, and that that had a great deal of relevance to the dis- 
cussions with Mr. Altman in terms of his recusal. Do you remem- 
ber that being the issue that was on the table? 

Mr. Ickes. I do. I remember a number of Senators up here talk- 
ing about it at great length. 

Mr. Chertoff. In fact, I want to ask you, Mr. Ickes, whether you 
have other notes about Whitewater response meetings because you 
took notes of Whitewater response meetings in January, 1994. 

Mr. Ickes. The notes that I have, I've turned over. i 

Mr. Chertoff. Have you taken other notes? 

Mr. Ickes. The only notes that I recall taking were the notes 
that were the basis for the typewritten notes that have been turned 
over to this Committee. 

Mr. CHERTOFF. I'm going to ask the question again. I don't want v 
to ask whether something was the basis for something. Did you 
take notes during Whitewater response meetings that are not in ? 
the documents that have been produced here today? 

Mr. Ickes. The only notes that I recall taking, Mr. Chertoff, are 
those that are the basis for the typewritten notes that have been i C 
turned over to this Committee. J to 

Mr. Chertoff. Where are the original notes? | n< 

Mr. Ickes. I do not know. 

Mr. Chertoff. What happened to them? j ik 

Mr. Ickes. They may have been discarded, Mr. Chertoff. After 
those typewritten notes were typed up, there was no need for them. 

Mr. Chertoff. Were the original notes turned over to Mr. Fiske? 

Mr. Ickes. They were not. 

Mr. Chertoff. Were they discarded in February 1994? 

Mr. Ickes. I suspect that they were discarded right after the In- 
typewritten memos were typed. 1 1 

Mr. Chertoff. Now the notes contain a description of what went 
on in the meetings? Is that what it is? 

Mr. ICKES. The notes basically contained what is typed in those 
memos that have been turned over to this Committee. 

Mr. Chertoff. Well, the memos we have don't cover every day 
in which there were meetings. I am correct, am I not, that there L 
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were meetings during the first 2 weeks of January 1994, on a daily 
basis? 

Mr. Ickes. That’s correct. 

Mr. Chertoff. Sometimes twice a day? 

Mr. ICKES. Sometimes. 

Mr. Chertoff. So that would suggest there should have been 
notes for somewhere between 7 and 14 sets of notes for those first 
2 weeks; right? 

Mr. ICKES. There’s no suggestion that there should be any notes, 
Mr. Chertoff. 

Mr. Chertoff. But you took notes, didn’t you? 

Mr. Ickes. I took notes of those documents that were then tran- 
scribed by a typewriter and were distributed to certain members of 
that group. They were actually assignment notes. That’s what I 
was interested in. 

Mr. Chertoff. Right. You had assignment notes. I think if you’ll 
look in your production, you’ll see assignment notes for January 
9th and for January 10th. Are there any other typewritten versions 
of notes from these daily meetings over this 2-week period that you 
find in your production of documents? 

Mr. Ickes. Not that I know of, Mr. Chertoff. I turned all of these, 
all of my files over to White House Counsel and to my own lawyer. 
Last week, they went through all of the files, and this is what has 
been produced. 

Mr. Chertoff. The only handwritten notes — you saved these 
notes on January 16, 1994, though; right? 

Mr. Ickes. What? 

Mr. Chertoff. The January 16th notes in your own handwriting 
you saved; right? 

Mr. Ickes. That was a much, that was a different meeting. That 
was not the Whitewater Response Group that you referred to. 

Mr. Chertoff. Did you make a decision that with respect to 
Whitewater response meetings you would not save the notes, as op- 
posed to keeping the notes of other meetings? 

Mr. ICKES. No. There was no typewritten transcript of this, Mr. 
Chertoff. There was a typewritten transcript of the notes that I 
took in the Whitewater response meeting, and those typewritten 
notes have been turned over to this Committee. 

Mr. Chertoff. Well, who made the typewritten transcript of the 
notes of the Whitewater response meetings? 

Mr. ICKES. I don’t recall. Somebody in my office. 

Mr. Chertoff. Did you ask somebody to do it? 

Mr. Ickes. Yes. 

Mr. Chertoff. Are you telling us that the assignment lists for 
January 9th and January 10th, which are the only assignment lists 
we have received, that’s the sum total of all the notes for those 2 
weeks? 

Mr. Ickes. All the notes that I have. Obviously others took notes. 

Mr. Chertoff. But you only took notes on two occasions? 

Mr. Ickes. What? 

Mr. Chertoff. You only took notes on two occasions? 

Mr. ICKES. That’s right. My job was to coordinate the pulling to- 
gether of information and make assignments. That is what I was 
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doing with that group, and that is what I was interested in, and 
that is what I was focused on. 

Mr. Chertoff. Now just to close the loop on this, let’s go back 
to your deposition on page 87, line 2. 

Mr. ICKES. Wait just a moment, sir. This is page 87 of the deposi- 
tion? 

Mr. Chertoff. On July 24th, Mr. Codinha asking the questions. 

Mr. ICKES. OK, I’m at 87. 

Mr. Chertoff. Line 2: 

Question: Did individuals take notes at those meetings, if you noticed? 

Answer: Some individuals did. 

Question: Did you take notes? 

[Witness conferred with counsel.] 

Answer: I kept notes. 

Question: Would it be correct to say that if they pertain to the scope of Senate 
Resolution 229, that they have been delivered to the Committee? 

Answer: Yes. 

Question: And you have reviewed your notes yourself or along with your attorney? 

Answer: I have. 

Is that true? Did you review your notes of the Whitewater re- 
sponse meetings with your attorney? 

Mr. ICKES. Again, I reviewed notes in the sense that I use re- 
view, Mr. Chertoff, that I looked at stuff and I turned it over to, 
I turned it over to my lawyer. 

Mr. Chertoff. But here is the problem, Mr. Ickes, Mr. Codinha 
was really quite specific. He was asking you specifically about 
notes of the Whitewater Response Team meetings. Now you have 
just told us that all the notes of the Whitewater Response Team 
meetings were discarded because they were turned into typewritten 
assignment lists. 

Whether review means glance, survey, interpret, or examine your 
testimony in 1994, was that you had reviewed notes of the White- 
water Response Team meetings with your attorney. That strongly 
suggests, Mr. Ickes, that you had notes of those meetings in your 
possession at a point in time, and you could sit down with your 
lawyer and look at them. 

Mr. Ickes. Those notes, Mr. Chertoff, are on two or three or four 
typewritten pages which have been turned over to this Committee. 

Mr. Chertoff. I see the only notes then that you’re referring to 
here are a memorandum of January 9th with assignments and the 
memorandum of January 10th with assignments S2888 and 2889 
and S2819 and 2820, those 4 pages? 

Mr Ickes Yes 

Mr. Chertoff. That’s it? That’s all the notes you had of White- 
water Response Team meetings? 

Mr. Ickes. That’s correct. 

Mr. CHERTOFF. When you said in your sworn deposition that you 
reviewed notes with your attorney, what you really meant was 
typed memoranda, not notes? 

Mr. ICKES. Well, I didn’t know that notes referred only to hand- 
written notes, Mr. Chertoff. You didn’t make that clear that that’s 
what you were referring to. 

Mr. Chertoff. It was Mr. Codinha. All right, we’ll resume. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 
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Mr. Ben-Veniste. May I inquire? That was 35 minutes, 39 or 40 
minutes. 

The CHAIRMAN. Let me say this to you. We went about 2 minutes 
over, but when the witness looks for documents, we have made a 
practice of taking the clock off to give him an opportunity, so that’s 
what the additional time is. We’ll grant you certainly an additional 
2 minutes. 

Mr. Ben-Veniste. So what is the time we have? 

The Chairman. You have 32 minutes. 

Senator Sarbanes. Mr. Chairman, I think it makes for a more 
orderly procedure if we just adhere to the lights. I mean, that way 
we won’t have this kind of discussion. 

The Chairman. Well, I will to this extent. Mr. Chertoff continued 
for approximately 2 minutes after the red light went on. That was 
in an attempt to finish a particular line of questioning. I think it 
is not realistic for us to think that we’re going to ask, particularly 
our colleagues, Senators, to stop a line of questioning when they 
are about to complete it within a few minutes. So we’ll adhere to 
the light with that exception, we’ll permit both sides that latitude. 
But we will attempt to stick as closely as we can to the lights. 

Senator Sarbanes. Well, I think that process carries abuse with 
it. I think we really ought to just adhere to the lights. That’s what 
the Resolution provides for. That way we have no argument, we 
have no difference over the amount of time and so forth. 

The Chairman. Senator, if you want to take responsibility,. when 
the light goes on, for telling those Members on your side that their 
time is over, but I have not been too successful in dealing with my 
colleagues on either side because they generally say, “Well, if I 
might just be permitted to finish this question.” So you can attempt 
to do that. 

Senator Sarbanes. Well, we have done that. 

The Chairman. Yes, we have. We are really wasting a lot of time 
right now, and it’s on your time, but I am going to attempt to hold 
us as closely as we can to the light, recognizing, as I have indi- 
cated, what I believe makes for an orderly hearing and also comity 
for both sides. 

Senator Sarbanes. Speaking of comity, we’ll take it off our time, 
Mr. Chairman, this discussion. 

The Chairman. OK. I thank my friend. 

Mr. Ben-Veniste. Mr. Ickes, let me start with, I guess a minor 
point, which is whether, as a normal practice, you keep every scrap 
of paper that you have written during the time that you have been 
at the White House? 

Mr. Ickes. I don’t think there was enough room to keep every 
scrap of paper that one generates at the White House, Mr. Ben- 
Veniste. 

Mr. Ben-Veniste. So you’ve indicated that with respect to notes 
that were transcribed from handwriting, and I happen to have been 
among those that have tried to decipher your handwriting, and I 
applaud the occasions when those notes were transcribed 

Mr. Ickes. Good luck. 

Mr. Ben-Veniste. — that once they were reduced to typewritten 
form, you saw no need to keep as historical relics the handwritten 
notes from which the typewritten pages were made? 
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Mr. Ickes. I mean, once the typewritten — I cross-checked them 
against my notes. They were accurate. And I don’t know if they 
were thrown away or not but there was no need for them. 

Mr. Ben-Veniste. When you refer to notes in general, does that 
encompass both handwritten and typed notes? 

Mr. Ickes. Certainly in my mind it does. 

Mr. Ben-Veniste. OK. Let me get first to the question of process. 
If I understand your testimony heretofore correctly, there were 
notes which were turned over to White House Counsel’s Office that 
were for the reasons set forth in Ms. Sherburne’s letter to this 
Committee, not produced in a timely fashion. Is that correct? 

Mr. Ickes. Yes. 

Mr. Ben-Veniste. Similarly, with respect to other notes which 
have been produced recently by you, those additional notes were in 
your possession, but through inadvertence were not turned over? 

Mr. Ickes. They were, Mr. Ben-Veniste. If I may be permitted to 
give you a short explanation? When Mr. Fiske’s subpoena was 
served on the White House, I reviewed, I went through all of my 
files, and as I recall I was overly inclusive in giving documents to 
White House Counsel and to my own counsel, to let them make a 
decision as to whether or not a particular document was responsive 
to the so-called Fiske subpoena. 

I was under a misimpression, as the year wore on, that I had 
turned over all of my documents relating to Whitewater to them for 
review. It turns out that the documents that had been delivered to 
this Committee, I guess yesterday or day before yesterday, there 
were a bunch of those documents, I think 114 pages or so, of which 
54 pages or so had already been turned over by other means to this 
Committee. But none of those documents, with the exception of the 
handwritten notes of Mrs. Clinton’s press conference in April, none 
of those documents were dated after the Fiske subpoena. 

It was inadvertent on my part. There was no attempt whatsoever 
to hide anything, to keep anything back from this Committee. I 
think if you look at the substance of those documents, there’s noth- 
ing of critical importance in there. Obviously, this Committee has 
a right to have those documents. I made a mistake and I apologize 
to the Committee for that. But the fact of the matter is this White 
House has made every attempt exceeded by no White House in the 
history of the Republic to cooperate with this Committee, with 
House Committees, with independent prosecutors. We have turned 
over 14,000 some pages of documents I’m told to this Committee 
alone. We’ve turned over 50,000 to 60,000 documents in total to 
various committees and the Independent Counsel. We are not hid- 
ing anything. 

This President made a decision early on to have as open and as 
much cooperation as possible, and I think it is fair to say, and that 
the historical record will show that there has not been a White 
House that has been more cooperative than this White House. 

I would just refer you, Mr. Ben-Veniste, to an article written on 
Sunday, January 28, 1986, by Beth Nolan and John Podesta, in 
which a diary of then-President Bush was sought, and it was re- 
quested, apparently it was included in the framework of a request 
that was issued in 1987, was found in September 1992, but was not 
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turned over to the appropriate Independent Counsel until Decern- 
ber 1992. That’s approximately 

Mr. Ben-Veniste. Well, I think we have already reviewed that 
article and that fact situation, so let me focus really on the situa- 
tion, if I may, before us today, Mr. Ickes. 

With respect to the production of documents the day before yes- 
terday, that was a compendium of documents which had been in 
part turned over to the White House Counsel’s Office? 

Mr. Ickes. Yes. 

Mr. Ben-Veniste. And if I understand your testimony correctly, 
the balance of the relevant documents, you were under the impres- 
sion, had already been turned over and when an additional scrub 
down of all documents was again requested, it was determined by 
comparing the documents in your possession to what had been 
turned over by White House Counsel’s Office, that there were addi- 
tional documents that had not, up to that point, been turned over 
from your files. Is that correct? 

Mr. Ickes. That is correct. I was under a mistaken impression, 
and I apologize to this Committee, that I had turned those docu- 
ments over. But when I went back through, I pulled all of my files, 
I think it was last Thursday, I left them in my office because I was 
leaving on a trip with the President, and I had Ms. Sherburne, I 
informed Ms. Sherburne and my own attorneys to go through all 
of my files to see if there was anything in there that was respon- 
sive that had not been turned over. 

Mr. Ben-Veniste. Now, I think it is the appropriate business of 
the Committee, and I will attempt to do that, to review the actual 
documents. Let’s look at them, see what’s in them, and receive your 
explanation, to the best of your recollection, as to what occurred at 
the time. And then we can all make a determination as to the rel- 
ative importance of this material to the matters under which we 
are charged with investigating. So let’s turn to your notes of Janu- 
ary 16, 1994, if I may. 

Mr. ICKES. That starts with S 20790, Mr. Ben-Veniste? 

Mr. Ben-Veniste. Yes. 

Mr. Ickes. OK, I have those. 

Mr. Ben-Veniste. That was a meeting which took place outside 
of the White House? 

Mr. Ickes. That’s correct. It took place at Vernon Jordan’s home. 

Mr. Ben-Veniste. The persons who participated in that meeting? 

Mr. ICKES. I can only tell you what my notes show. I think they 
are fairly complete. There was Mr. Jordan, Mr. Kendall, Susan 
Thomases, Kirk O’Donnell, who is a partner in Mr. Jordan’s firm, 
myself, Maggie Williams, George Stephanopoulos, and Pat Griffin. 
There may well have been others, but I can only recall what I have 
on my notes, Mr. Ben-Veniste. 

Mr. Ben-Veniste. All right. Now will you go through the notes 
and translate them for us, if you will, and add your recollections 
as you go through them as to what the substance of that meeting 
entailed? 

Mr. Ickes. Basically the purpose of that meeting was to get 

First of all, I would like to point out that the President, by that 
time, by the 16th of January, it’s my recollection that he had al- 
ready asked his Attorney General to appoint a Special Counsel. 
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Mr. Ben-Veniste. I believe there is a letter reflecting that deci- 
sion as having been made as of that date. 

Mr. ICKES. Basically the purpose of that meeting as I recall, Mr. 
Ben-Veniste, I think it was instigated by me, was to get, review the 
whole situation. We were under a great deal of questioning by the 
press during that period of time. 

The President had called for a Special Counsel, and it was to get 
the views of some people who were not involved in the day to day 
who might have a broader perspective on it, such as Mr. Jordan, 
Mr. O'Donnell, Mr. Kendall, Ms. Thomases, and others, to see what 
their perspective of the various situations were and that was, as 
you can see from these notes, we went down and discussed a vari- 
ety of different issues. 

Mr. Ben-Veniste. To perhaps refresh your recollection and to en- 
sure that the record is accurate on this point, we have a letter 
which is dated January 12, 1994, from Mr. Nussbaum to Attorney 
General Reno, requesting the appointment of a Special Counsel 4 
days before this meeting took place. So please go on. 

Mr. Ickes. How do you want me to proceed? You want me to just 
go down through the notes? 

Mr. Ben-Veniste. Why don't you go through the notes and indi- 
cate, since the notes are, of course, not complete sentences and to 
some extent difficult to read, what they indicate and what you re- 
call of the substance of the conversation. 

Mr. Ickes. I will tell you at this point, Mr. Ben-Veniste, I do not 
recall much other than what the notes themselves indicate. I do re- 
call the nature and the substance and the purpose of the meeting. 
The specific conversations I am basically going to be limited to my 
notes. 

Mr. Ben-Veniste. Well, it is my intention that for the purposes 
of the substance of this Committee's investigation, what we're all 
about, rather than spend all our time on the question of how the 
notes were discovered, the reasons which you have indicated as to 
why they were not produced earlier, we have that. 

Now, I think the important thing is to see what is in the notes, 
look at that very carefully, and get your best recollection about 
those events. 

Mr. Ickes. Well, one issue that was being discussed at that time 
was the release of documents. And as you recall, there had been 
a subpoena that had been negotiated between Mr. Kendall and the 
Department of Justice in late December of the preceding year, and 
I think the notes say here, “release of documents: on the advice of 
counsel; and totally . . ." it probably should read “total” but “to- 
tally cooperation.” And I take that to mean that there was, that the 
discussion there was that there should be complete and total co- 
operation as had been promised by the President with respect to 
the release of documents. 

The next item, Number 2, “Statute of limitations.” I am just 
reading now so that you all can get a sense of what is said here, 
“no allegation that the Clintons have broken any law and there- 
fore” — obviously I trailed off and started taking a new note — “we 
don't know what civil refers to, always exception for found.” I think 
that meant “fraud.” And my understanding was, although I'm no 
expert in this area of law, that notwithstanding the statute of limi- 
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tations, which had been discussed extensively by Members of the 
Senate up here at that time, that there was an exception for fraud. 
Again, I can’t go beyond the discussion here. I don’t have a specific 
recollection. 

Number 3, “We should spend.” I think as I read my handwriting, 
it should be “We should speak.” And the question there is who 
should speak and in what terms. A lot of people at the White 
House were talking about Whitewater at that time. Some were in- 
formed, some were misinformed. Quite frankly, we were getting 
hammered by the press because of misinformation, not wittingly 
but inadvertently was coming out of the White House, and one 
thing we wanted to do was to limit the number of people who were 
speaking about Whitewater so that, and when I use Whitewater, 
I use that in a broad generic sense, so that accurate information 
would be coming out from the White House. 

And so I think the reference to “shut down White House in an- 
swering” basically meant restricting the number of people who 
were responding to the press regarding these matters. “Op ed. OK, 
no problem legally.” I think that there was a discussion about 
whether an op ed piece could be done and should be done, and 
whether it was a problem, and the answer there I think is that 
there was no problem legally. 

Now, I am at somewhat a disadvantage, Mr. Ben-Veniste, be- 
cause I have an unredacted portion. 

Mr. Ben-Veniste. We’ve reviewed all of the 

Mr. Ickes. What is the next item that you want me to refer to? 

Mr. Ben-Veniste. We should provide you with the same docu- 
ment that we have. 

Mr. ICKES. You may have. I have not looked through. Bear with 
me for one moment. 

Mr. Ben-Veniste. Might I say, Mr. Chairman, and I note Sen- 
ator Hatch has been very interested in this issue as well, that we 
have reviewed all the redacted portions in this document, and we 
have concluded that the redactions are appropriately made. 

Mr. ICKES. I now have a redacted document in front of me. The 
next item 

Mr. Ben-Veniste. And when I say we, I mean, Minority staff, 
Mr. Chairman. 

Mr. Ickes. The next item that I have on the redacted portion 
says, Number 4, “Congress.” The rest of it’s redacted, is my under- 
standing. 

Going to the next page at the top, it says, “Consensus that White 
House stop talking, refer everything to Special Counsel. Don’t refer 
to DK.” I think the initials DK refer to David Kendall. And again 
I think there was consensus not necessarily adhered to but that the 
White House stop talking as much as it was and especially through 
as many voices as it was and that was something that we were at- 
tempting to do. 

And I think, as I recall, there was discussion just about referring 
questions as much as possible to the then-Special Counsel who had 
been called for, I think had not yet been appointed, but had been 
called for. 
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The next item is “DK facts.” I think that that is a reference, as 
I recall, to David Kendall, who basically gave a recitation of perti- 
nent facts. 

Mr. Ben-Veniste. We have received in this Committee, Mr. Ken- 
dall’s summary and his chronology of the Whitewater facts, and 
this seems to be a shortened version of that. There is nothing that 
I see remarkable in that recitation. If I am incorrect, I know Mr. 
Chertoff will correct me. Let’s turn to the next portion. 

Mr. Ickes. Going on then, Mr. Ben-Veniste, to the next page, 
again I think that this is basically a continuation of the recitation 
of facts that Mr. Kendall gave at that meeting. I will go down them 
if you want, but again. 

Mr. Ben-Veniste. With respect to the Rose Law Firm, would you 
read your notes there? Right. This is on S 20792. 

Mr. Ickes. Wait just a moment. OK, you are now on the next 
page? 

Mr. Ben-Veniste. Right. 

Mr. Ickes. I’m sorry. “Rose Law Firm? 1985 retain (15 months 
retainer), try to get Arkansas Security Commissioner to approve is- 
suance of preferred stock.” I think that refers to the representation 
that they were giving, making before Ms. Schaffer. 

Next line or next block is “to permit Madison Guaranty to act as 
security. Bassett approved but only if it improved its capital ac- 
count.” Again, I can’t go much beyond that, but my understanding 
is, based on what I’ve heard and what I’ve learned, that the Rose 
Law Firm was representing Madison Guaranty before Ms. Bassett, 
who was the Securities Commissioner at that time. 

Mr. Ben-Veniste. We are still in the recitation of facts given by 
Mr. Kendall at this point? 

Mr. ICKES. That I think is fair. It does not indicate that, but I 
think it’s fair to say that. I don’t want to say that absolutely but 
it appears to be, Mr. Ben-Veniste. 

Mr. Ben-Veniste. OK. Now pick up, if you will, on the next page. 

Mr. Ickes. And the First line of that is what? By 1992, all White 
House? 

Mr. Ben-Veniste. Right. 

Mr. ICKES. OK. Do you want me just to continue reading that? 

Mr. Ben-Veniste. Yes. 

Mr. ICKES. Yes. “By 1992, all White” — presumably referring to 
Whitewater — “loans paid off. Losses not taken — primarily to avoid 
possible IRS audit during 1992 campaign.” Next line is “Three 
years to amend returns maybe they will claim it.” Next line is 
“They did take some interest deductions during prior years.” 

Mr. Ben-Veniste. Do you recall anything in addition to your 
notes with respect to that discussion? 

Mr. Ickes. I do not. I’m not sure whether that is part of a Ken- p 
dall recitation or whether that was part of the discussion. 

It strikes me, as I look at this now, especially based on the testi- 
mony last summer, that this was probably in error because I think 
that the losses they were talking about were to be taken in 1993. 
But again my notes show what they show. This may well have 
been an allegation that people were talking about. I just have no 
recollection of how it came up. to 
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Mr. Ben-Veniste. Then there is a circle with some handwriting. 
What does that say? 

Mr. ICKES. It says, “political argument.” That is next to the 
phrase, “They did take some interest deductions during prior 
years.” I can't, I literally cannot recall what that means. The notes 
speak for themselves. I'm afraid I can't expand on it, Mr. Ben- 
Veniste. 

Mr. Ben-Veniste. OK. Then go on. 

Mr. ICKES. Item Number 3, “Legal costs of BC/HRC.” Referring 
to the President and to Mrs. Clinton. “VJ,” referring to Mr. Jordan, 
“do nothing now. HI,” referring to myself, “urged that the right 
people get handle and answer on this.” And then over to the right 
hand side, the block says, “Public will resent it if HRC abandons 
health care and focuses on” — sentence trails off. 

Mr. Ben-Veniste. Do you have a recollection of what that was 
about? 

Mr. ICKES. I think focusing on Whitewater and what was going 
on in connection with Whitewater. She was obviously, a lot of ques- 
tions were being asked about her and especially the Rose Law Firm 
representation of Madison Guaranty at that time, as I recall. 

Mr. Ben-Veniste. Continue on, please. 

Mr. ICKES. Item Number 4, “HRC,” referring again to Mrs. Clin- 
ton, “as lawyer on this. She can't be diverted from health care oth- 
erwise press/public will think White,” meaning Whitewater, “is a 
big issue if she isn't involved with health.” Kirk O’Donnell, that's 
“KOD,” I’m sure refers to Mr. O'Donnell, “feels strongly about this.” 

Mr. Ben-Veniste. And then beyond that? 

Mr. ICKES. Number 5, “Betsey Wright. Pat G,” I think referring 
to Pat Griffin, “A. Wexler,” I assume refers to Anne Wexler. It was 
my understanding that Ms. Wright was working at Ms. Wexler's 
firm at that time. I have no idea what that was about. All I can 
do is tell you what's on the notes. 

Mr. Ben-Veniste. Go on. 

Mr. Ickes. The next one is item Number 6, which is “House 
Banking Committee.” 

Mr. Ben-Veniste. That's redacted. Then there's 20794. 

Mr. Ickes. Which I do not — wait a moment, Mr. Ben-Veniste. 

Item Number 7, “Independent Counsel statute. Wait until SC,” 
presumably referring to Special Counsel, “is appointed. Then dis- 
cuss whether we want it permitted to have SC,” meaning Special 
Counsel, “considered as IC,” presumably referring to Independent 
Counsel, “or not.” That Independent Counsel statute had been basi- 
cally blocked by the Republicans, as you know, and there was a dis- 
cussion whether or not it was going to be reenacted. 

Mr. Ben-Veniste. Go on. 

Mr. Ickes. Number 8, “Reconvene this group on regular basis.” 
Presumably referring to the group that was meeting in that room. 
My recollection is that it was never reconvened. 

Number 9, “Op ed.” Referring presumably to an op ed piece. 
“Maybe do this, maybe not, no strong feelings on this.” Incomplete 
sentence. Don't know what that really refers to. 

The next item, PG 10. 

And then the final item is Number 11, “Calls from press. All calls 
to GS,” referring to George Stephanopoulos, “we are moving on.” 
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Mr. Ben-Veniste. All right. Now that concludes the notes for 
that meeting. Is there anything else that you recall about the meet- 
ing that was not reflected in the notes? 

Mr. Ickes. Not that I recall, Mr. Ben-Veniste. 

Mr. Ben-Veniste. So this was again, if I understand your testi- 
mony, a session that involved people who were outside of the day- 
to-day business of the White House and this issue, to have them 
listen to this factual recitation and exchange some ideas about how 
to proceed? 

Mr. ICKES. Yes. It was an attempt quite frankly to get outside 
perspective including people who were involved in the day to day, 
but also including people who were not involved in the day to day, 
might have a different perspective on things. 

Mr. Ben-Veniste. Now last week when Mr. Gearan was before 
us, there was an issue about discussions prior to the 12th when the 
President made the determination, or at least communicated the 
determination through counsel that a Special Counsel ought to be 
appointed as to the position of Attorney General Reno. And there 
was much discussion, it seemed like hours, over a phrase in Mr. 
Gearan’s notes to the effect that Attorney General Reno had closed 
the door on the appointment of a Special Counsel. Do you recall 
that discussion? 

Mr. Ickes. Well again, this happened well over 2 years ago. I’m 
not sure I recall the specific discussion. I would also point out that 
those are Mr. Gearan’s notes, not my notes. 

I do know that there was considerable discussion in the press, 
among other things, in early January, that the Attorney General 
was very reluctant to appoint a Special Counsel. And I think the 
understanding was based, in some part, on either her statements 
or the statements of her press spokesmen, that she was waiting to 
see if the Congress would reenact the Independent Counsel statute, 
so that she would not have to appoint a Special Counsel. 

Apparently, she had reservations about appointing a Special 
Counsel and it was also my understanding that she had already 
appointed one or two career Federal prosecutors, one of whom, at 
least, was a Republican and had been a former U.S. attorney, to 
initiate and open an investigation into the so-called Whitewater 
matter. 

Senator Sarbanes. And there was considerable discussion and 
debate at the time about the appointment of a Special Counsel, was 
there not? 

Mr. Ickes. There was considerable, Senator Sarbanes, yes. 

Senator Sarbanes. In fact, on January 11th, Chairman D’Amato, 
Senator Dole, and some other colleagues, both in the House and 
Senate, wrote to Attorney General Reno about this very issue. The 
letter starts off: 

We regret that you have rejected Congressional request to appoint a Special 
Counsel to examine the allegations of potential misconduct that have recently sur- 
faced concerning Madison Guaranty Savings & Loan and the Whitewater Develop- 
ment Corporation. 

It goes on to, in effect, urge her to appoint a Special Counsel. 

In fact, I think when we had Mr. Gearan here, we had quotes 
from Senator Dole from one of the Sunday talk shows where he 
had raised the point of appointing a Special Counsel. So this was 
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a matter that was very much in the forefront of the press discus- 
sion at the time, was it not? 

Mr. ICKES. There was a great deal of press inquiry about it. 
There was, as I recall, leading newspapers, such as The New York 
Times, The Wall Street Journal, The Washington Post, and others 
were at least questioning why Special Counsel was not appointed. 
In fact, I think it is fair to say that at some point during early Jan- 
uary, those editorials were calling for the appointment of Special 
Counsel. And so the answer is yes. There was a great deal of dis- 
cussion, Senator Sarbanes. 

Mr. Ben-Veniste. And taken from the letter that Senator Sar- 
banes has just referred to, where it was certainly the perception of 
Senator Dole and Senator D’Amato and others, that Ms. Reno had 
rejected, by that point, calls to appoint Special Counsel. Would it 
not be fair to characterize her position at that point as having 
closed the door? 

Mr. ICKES. Well, again, I don’t want to characterize Mr. Gearan’s 
notes. I think it is fair to say that based on what I knew and was 
reading at the time, that it was certainly my understanding that 
the Attorney General was reluctant, at the very least, and basically 
it said that she was not inclined to appoint a Special Counsel. 

Mr. Ben-Veniste. Now while these notes of Mr. Gearan are in- 
teresting in sort of a historical way about what the discussion was 
about the appointment of a Special Counsel to investigate. Indeed, 
we have had in this Committee since the fall of 1995, at least, and 
I refer to document 7301 from the Justice Department, Ms. Reno’s 
own handwritten notes from January 1994, indicating her thinking 
on this. If we could turn to the second page of those notes. I believe 
they say: 

If I appoint the person, she or he not independent, I will continue to be blamed. 
The DOJ has to review expenditures. It’s not an Independent Counsel. 

Thus, in the Whitewater case — I am going to be damned if I do and damned if 
I don’t. 

My solution — Do it the Right Way. Make sure the investigation is put in the 
hands of career prosecutors who are experienced, who have served under different 
Administrations. 

To bring in a Special Prosecutor, close prosecution 

I assume that meant close the on-going prosecution by the Jus- 
tice Department. 

— gear up, start up is simply not in best interests of case. Disruption and delay. 

I take it that those notes contemporaneously made by the Attor- 
ney General of the United States, which were prescient in the fact 
that after Mr. Fiske was appointed and well underway and receiv- 
ing the praise of most fair-minded people about the job he was 
doing, he was then replaced, and the argument was made just as 
the Attorney General had predicted, that because she had ap- 
pointed him, there was some taint associated with it. 

I see my time has expired, Mr. Chairman. 

Mr. ICKES. Mr. Chairman, would you indulge me in a 5-minute 
break? 

The Chairman. Sure. We’ll take a 5-minute break. 

Mr. ICKES. Thank you. 

[Recess.] 

The Chairman. Senator Hatch. 
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OPENING COMMENTS OF SENATOR ORRIN G. HATCH 

Senator Hatch. Thank you. 

Mr. Ickes, Fd like to thank you for appearing before the Commit- 
tee today. I, like many others, have been somewhat dismayed by 
the fact that we received even more notes from the White House 
late Tuesday evening. Fm not unhappy that we received the notes 
because they are responsive to the Special Committee’s request, 
but I think all of us are concerned about the timing. 

Next week, the Special Committee’s Resolution will expire. And 
in light of that fact, with notes trickling out of the White House, 
some 2 and 2 V 2 years late, I can see no other way than to extend 
the Committee’s jurisdiction so it can fulfill its Constitutional duty. 
I think anything less than that would be a dereliction of our Con- 
stitutional duty. 

We just cannot be expected to wrap up this investigation when 
we’re still receiving, just as we did Tuesday night, important, very 
important information and documents from the White House. So I 
hope you understand that. 

Today, Fd like to ask you about several meetings you attended 
in January 1994, in which the appointment of a Special Prosecutor 
or Independent Counsel was discussed. And as you are aware, 
Mark Gearan took extensive notes at those meetings. 

Were you aware, Mr. Ickes, that Mrs. Clinton adamantly opposed 
the appointment of an Independent Counsel during, at, or near the 
time of those meetings, or even before? 

Mr. ICKES. I was aware that she, as did Senator Dole, had very 
strong, which is already replete on the record from Mr. Gearan’s 
testimony, had very strong reservations about the appointment of 
Special Counsel or Independent Counsel. Those terms were used 
interchangeably. 

Senator Hatch. But I asked you, was she opposed to it at one 
time or another? 

Mr. Ickes. She had very, very grave reservations, Senator. 

Senator Hatch. Did you ever discuss the appointment of a Spe- 
cial Prosecutor or an Independent Counsel with either President or 
Mrs. Clinton? 

Mr. ICKES. Fm sorry, I didn’t hear you. 

Senator Hatch. Did you ever personally discuss the appointment 
of a Special Prosecutor or an Independent Counsel with either the 
President or Mrs. Clinton? 

Mr. Ickes. Yes. I had discussions with them, as did other mem- 
bers of the staff. 

Senator Hatch. During this January 4th meeting, Mr. Gearan’s 
notes reflect that the appointment of an Independent Counsel was 
debated. And at page 20566, those notes state that Mrs. Clinton 
entered the room and said, “Looks like a meeting I might be inter- 
ested in.” Now my question to you is this. Did Mrs. Clinton express 
concerns during that meeting that an Independent Counsel should 
not be appointed? 

Mr. Ickes. Mrs. — as I recall — I don’t know when the date of that 
meeting 

Senator Hatch. Well, whatever, that or near that time. 

Mr. Ickes. It was in early January, Senator. As I recall, Mrs. 
Clinton did join one meeting in which there were a group of senior 
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White House people. There was a discussion about the pros and 
cons of appointing a Special or Independent Counsel and she had 
some observations on it. She had, as you know, served on the 
Whitewater — I’m sorry, the Watergate Committee — but she had 
concerns and expressed those concerns. 

Senator Hatch. Did she make any particular comments regard- 
ing the appointment of a Special Prosecutor or Independent Coun- 
sel, other than expressing her concerns? 

Mr. ICKES. As I recall, her concerns were: Number 1, that they, 
meaning she and her husband, had done nothing wrong. Number 
2, there was no predicate for the appointment of an Independent 
or Special Counsel, and she was concerned about the fact that if 
mere allegations were sufficient, then you’d have Special Counsels 
being appointed any time somebody raised an allegation, without 
laying the required predicate. 

Senator Hatch. Mr. Gearan’s notes, as you know, suggest that 
such a conversation did take place. Because on page 20569 of Mr. 
Gearan’s notes, he records that Mr. and Mrs. Clinton — the Presi- 
dent and Mrs. Clinton were adamantly opposed to an Independent 
Counsel being appointed to investigate Whitewater. 

During a January 7th meeting, Mr. Gearan reported that you, 
Mr. Ickes, said or he reported you as saying that a major problem 
with the Independent Counsel is that “HRC (Hillary Rodham Clin- 
ton) adamantly opposed” the appointment of a Special Prosecutor. 
Now that statement’s recorded on page 20576 of Mr. Gearan’s 
notes. Do you recall that? 

Mr. ICKES. I don’t recall the word adamant. I do recall on occa- 
sion saying, because it was well known, that Mrs. Clinton had very, 
very grave reservations. 

Senator Hatch. Mr. Gearan’s notes also record that you said 
that “discussion of counsel is the biggest f’ing waste of time.” Ap- 
parently because the Clintons opposed the appointment. Now it 
seems to me that you would have made that comment only if you 
believed that President and Mrs. Clinton were opposed to a Special 
Prosecutor’s appointment. At least, that’s what I think is a fair in- 
terpretation if Mr. Gearan has the quote exactly right. 

Mr. Ickes. Well, again, Senator, these are his notes, not mine. 
All I can say is that there were a number of people in the White 
House, including the First Lady, and I think to a lesser extent the 
President, who had serious questions and serious reservations 
about the need or necessity of appointing a Special Counsel. I think 
adamantly opposed is not a characterization that I would have 
used, but again those are Mr. Gearan’s notes, not mine. 

Senator Hatch. Well, see, in my opinion, the appointment of an 
Independent Counsel has not been a waste of time. I, myself, have 
problems with that through the years because I think sometimes 
it’s over used, but in this particular case it doesn’t appear that it’s 
a waste of time. 

This past Tuesday, two more indictments were issued by the 
Independent Counsel charging that Herbie Branscombe and Robert 
Hill, two bankers, were involved in illegally funneling funds 
through the Clinton Gubernatorial Campaign. 

And as you are already aware, the Independent Counsel’s inves- 
tigation has led to Grand Jury indictments on at least 21 different 
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counts against James McGregor — excuse me, James McDougal, and 
the Sitting Governor of Arkansas, Jim Guy Tucker. 

What I find particularly disturbing, the investigation rooted out 
scandal within the Justice Department. The former number three 
official at the Justice Department, Webb Hubbell, was convicted 
and is now serving time in prison. 

So the Independent Counsel’s investigation, of course, went on to 
several other indictments, and it may even lead to more charges 
against others, so naturally these are things that I am concerned 
about as Chairman of the Judiciary Committee. 

Let me just ask this. I am particularly concerned that attempts 
were made to influence the appointment of an Independent Coun- 
sel or the scope of the Independent Counsel’s investigation. Now, 

Mr. Ickes, did you discuss with the President or Mrs. Clinton, or 
anyone else in the White House, that a major problem with the ap- 
pointment of an Independent Counsel was that such a person could 
not be controlled? 

Mr. ICKES. There was certainly discussion by members of the 
staff, some members of the staff, Bernie Nussbaum and others, 
that historically the scope and timing that it took Independent 
Counsels or Special Counsels to complete their work was extraor- 
dinarily long, and it was not unusual, in their view, for Independ- 
ent Counsels to go beyond their original mandate. That’s what they 
felt, and they expressed those views, so there certainly was discus- 
sion about historically what Independent Counsels had done, and 
people had different views on that. 

But there is, I think the critical point to make, Senator, is that ! 
the President ultimately decided to appoint Special Counsel or 
asked the Attorney General to appoint Special Counsel with no re- 
strictions whatsoever on jurisdiction or scope. 

Senator Hatch. Well, again, if Mr. Gearan’s notes are to be be- 
lieved, and I presume that they were accurately taken at the time, 
his notes record that several White House officials, including you, j r 
argued that an Independent Counsel should not be sought because r 
such a person or counsel could not be “controlled,” and that word v 
did bother me. Do you recall making any comments like that, or 
anybody else making comments like that at or near that period of jj 
time? c 

Mr. ICKES. Senator, if you would indulge me for just one moment 
before answering that question, which I am perfectly prepared to J 
answer. 

Senator Hatch. Sure. 

Mr. ICKES. Going back to document 20569, where it says, “Dis- q 
cussion of counsel is the biggest f’ing waste of time.” \\ 

Senator Hatch. Right. i 

Mr. Ickes. I think Mr. Gearan has testified, and again he took | 
these notes, I don’t have a distinct recollection of these discussions h 
word by word, but I think that he testified not that the appoint- j< 
ment of a Special Counsel would be a waste of a time, but that the 
discussion in the context of these meetings, which were formed and 
which were being held to try to deal with the press, to respond to |tj 
the press was a waste of time, given what he viewed at least as 
the attitude of the President and the First Lady. 


1911 


Again, if you could turn me to the page where you apparently 
were quoting me about Special Counsel? 

Senator Hatch. It would be, I think 

Mr. Ickes. I apologize. I wasn’t on the page when you were. 

Senator Hatch. I think it’s 20567. 

Mr. Ickes. 567? 

Senator Hatch. Right in the middle where it says, “Subject to no 
control.” And then I would say 20575 where it says, “We cannot af- 
fect the scope of the prosecutor.” Those are two areas that I was 
referring to. 

Mr. Ickes. Well, again, Senator, I don’t think that these notes on 
those 2 pages are attributable to me. There is no question that 
there was a broad-ranging discussion, as there should be in the na- 
ture of Special Counsels. What the history had been on them, and 
people, different people in the White House, different advisers, both 
in and outside the White House, had very different views on it. 

But I think, again, there were some who were concerned that 
Independent Counsels, the history had been that they went beyond 
their mandate, took an enormous length of time, and raised those 
concerns when giving advice to the President. But I think what ul- 
timately counts is what the President in fact did. 

Senator Hatch. My time is up, Mr. Chairman. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. Mr. Chairman, I’m going to yield to Senator 
Dodd, but before I do that, I do want to say, Senator Hatch said 
that the two people indicted in Arkansas in the last day or so were 
illegally funneling funds to the Clinton campaign. I don’t think 
that’s accurate. What they were charged with was misapplication 
of bank funds, making false entries in bank records, and failing to 
report transactions to the Internal Revenue Service. In fact, Mr. 
Starr’s office 

Senator Hatch. What do you call that? Maybe I got it wrong but 
my understanding was that there was some $7,000 that they would 
not give to the campaign until they discussed with the Governor 
what they wanted to get done. 

Senator Sarbanes. We ought to get it accurate. Mr. Starr’s office 
issued a news release which says, ‘The indictment does not assert 

I criminal wrongdoing by Clinton.” 

Senator Hatch. Well, no. I didn’t mean to imply that the Presi- 
dent committed a crime. 

Senator Sarbanes. Well, I thought that 

Senator Hatch. I’m glad you did because if that’s the way it was 
construed, it certainly wasn’t meant that way. But I have to say 
that it raises some problems and it raises some worries in every- 
body’s mind just what kind of a State do they operate down there. 
I mean, these hearings have just gone on and on about different 
things that have gone on down there that you just have to ques- 
tion. And who’s at fault, I think, we will have to leave that up to 
Independent Counsel. 

Senator Sarbanes. I think we need to be careful with the asser- 
tions that are made here, particularly when the Independent Coun- 
sel, himself, has issued a release in which he says, “The indictment 
does not assert criminal wrongdoing by the President.” 
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Senator Hatch. I want to make it clear that I did not make any 
assertion that the Clintons had done anything wrong. I brought it 
out that they were charged with illegally funneling funds through 
the Clinton Gubernatorial Campaign. That doesn’t say anything 
about then-Governor Clinton, but I think that’s accurate. 

Senator Sarbanes. Well, that’s not what they were charged with, 
I would say to the Senator. 

Senator Hatch. What? If the money didn’t go to the campaign, 
I would like to know where it went. 

Senator Sarbanes. The charge was the reimbursement from the 
bank and the Independent Counsel has said, in his release, that he 
was not charging any wrongdoing by the President. 

Senator Dodd. 

OPENING COMMENTS OF SENATOR CHRISTOPHER J. DODD 

Senator Dodd. Thank you, Mr. Chairman. 

First of all, let me say how much I agree with my colleague from 
Utah. These hearings have gone on and on and on. And hopefully 
that’s not going to be the case interminably. 

You know, Mr. Chairman, it just occurs to me and, obviously it 
has been stated before, but it may be helpful to reiterate it. I mean, 
we’re looking here at a voluminous amount of documentation that’s 
come to this Committee over these many months now. I heard the 
number mentioned 14,000, and I think actually the number is 
higher than that if you go back to other sets of hearings. 

I don’t recall, other than some cases where there was a legiti- 
mate Constitutional controversy over Executive Privilege, that we 
have had to issue any subpoenas where there’s been a legitimate 
legal argument. As I recall, I think every single witness that has 
appeared before this Committee has come voluntarily, without ex- 
ception. 

I have been in Congress 20 years and I don’t recall any Adminis- 
tration over the past 20 years that has complied with an investiga- 
tion to the extent this Administration has. 

In previous hearings, and many Members of this Committee have 
served on other committees, we’ve gone through incredible ordeals 
in trying to get witnesses to appear before Congressional Commit- 
tees where there have been other investigations. 

We also recall vividly shredding parties by Oliver North. I recall 
Fawn Hall stuffing documents into her boots to sneak them out of 
the White House. We had 18.5 minute gaps on tapes. So when 
we’re looking at obstruction of justice issues, we have some wonder- 
ful examples to compare under previous Administrations. 

Now it’s regrettable that we didn’t get all of these documents ex- 
actly when we wanted them, and it’s a legitimate question to raise 
what’s in these documents that we’re getting? Is there anything in 
these documents? How they were handled, that would indicate that 
there was something that was being hidden? Is there some reason 
they weren’t turned over? 

While we can regret that we didn’t get them all when we wanted 
to, we need to look at the documents themselves, in my view, and 
determine whether there’s anything in those documents that would 
contradict information that we already have. 
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So I hope we would keep our eye on the ball here, and again Fm 
certain colleagues are going to raise the issue about why these 
weren’t turned over earlier, but I think in answering that question, 
and examining the documentation can be of tremendous, tremen- 
dous help to us. 

Now let me ask you, Mr. Ickes, if I can, some very basic ques- 
tions about this issue of the documents we are getting today. Did 
you deliberately hide or withhold these documents in your office 
that we’re getting? 

Mr. ICKES. Absolutely not. If I had, they wouldn’t have been 
turned over. As I explained before, I was under the mistaken im- 
pression, and I regret it and I apologize to the Committee, that I 
had turned all of those documents over, all of which are dated I 
think in January and February of 1994, to both the White House 
Counsel and my own counsel, and it was not until the letter came 
down from this Committee dated I think the 15th of February of 
this year, asking for my notes that my lawyer, Mr. Bennett, asked 
me to do a complete review of all of my files again, which I did. 
Then I left those files for both my lawyer and White House Counsel 
to look at. But there was no attempt whatsoever to keep documents 
from this Committee or to hide documents. 

Senator Dodd. Are you voluntarily appearing here this morning? 

Mr. Ickes. I am. I think I am. 

Senator Dodd. Well, voluntarily I meant in terms of, obviously, 
not under subpoena. 

To the best of your knowledge — you have been over these docu- 
ments over the last several days, I presume, in preparation for this 
hearing this morning; isthat true? 

Mr. Ickes. I have reviewed the documents with my lawyers, yes. 

Senator Dodd. Is there anything that you have seen in these doc- 
uments that contradicts earlier statements or earlier evidence that 
this Committee has received? 

Mr. ICKES. Not to my knowledge. 

Senator Dodd. Anything you saw in them, and you went, holy 
cow, boy, this is really going to hurt us? 

Mr. Ickes. No, not to my knowledge. I mean, obviously people 
can put different interpretations and different glosses on words, 
but to my knowledge and from my viewpoint, the answer is no, 
Senator. 

Senator Dodd. Well, I know we play gotcha up here a lot with 
witnesses to try and snare people, but I think we needed to get to 
the bottom line. Again, I’ll emphasize the point. I regret deeply we 
didn’t have all these documents at the time we did, because obvi- 
ously that raises the issue, why didn’t you get them, what are you 
hiding, what are you trying to keep from the Committee. 

I think it’s legitimate to raise that issue, but it’s just as impor- 
tant that Members of this Committee, in my view, review those 
documents and determine whether there’s anything in there that 
would lend credence to the argument that matters are being inten- 
tionally withheld, if there’s nothing in those documents that con- 
tradict what this Committee’s already been informed of, in fact, 
things that may corroborate what the Committee already knows, 
then I think you have to look at the testimony about why the docu- 
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ments were not forthcoming or we didn’t get them as early as we 
did in that light. I just want to emphasize that bottom-line point. 

Now a lot has been made of the Mark Gearan memos, and we 
have been over them, and I think you made the point yourself, but 
I want to emphasize it again. Maybe, Mr. Chairman, we might put 

up on whatever you call this thing, this television screen 

The Chairman. The Elmo. 
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Senator Dodd. Elmo, the document we were discussing, it’s the 
Gearan document and I don’t have the number in front of me. It 
says, “Discussion of counsel is the biggest waste of time.” I just 
want to emphasize, I think we went over this with Mr. Gearan. It 
was the discussion of the counsel that was a waste of time. 

I made the point last week, and I will emphasize it here again 
today, I can understand why people not from Washington might be 
a bit confused about why people may be discussing their concerns 
about whether there’s going to be an Independent Counsel named. 

But for the life of me, I don’t understand why anybody on this 
Committee is shocked that people may be discussing what may 
happen if an Independent Counsel is named. I mean, this is not 
great news normally. When people in public life find out that there 
may be an Independent Counsel named, you normally would have 
a good discussion in your office, I presume, with your staff about 
the implications of that. 

So apparently at this point here, the discussion of the Counsel, 
some issues have been resolved and that’s why it was a waste of 
time. Is that correct? Is that your recollection? 

Mr. Ickes. Well, again, Senator, I didn’t take these notes, but I 
think in the context of this meeting that the President and others 
were discussing this with their top staff, the business of this work- 
ing group, for lack of a better phrase, was to gather information so 
that we could respond to the press. And it was my view that overly 
extended discussions about Special Counsel and whether or not 
they should be appointed was a waste of time in that group, not 
that Special Counsel would be a waste of time. 

Senator Dodd. I thank you, Mr. Ickes. 

I’ll just turn back the balance of my time. 

The Chairman. Thank you, Senator. 

I’m just going to make an observation before I recognize Senator 
Faircloth. I don’t think it’s unreasonable. As a matter of fact, I 
think given the manner in which some of these documents have 
been produced, we’re not just talking about notes. I’m talking about 
the last ones we got from Mr. Ickes just 2 nights ago. 

We’re talking about memos, we’re talking about assignments. It 
is inconceivable to me that these materials were not furnished 
sooner and that there would be any reason to question the appro- 
priateness of our response when we requested these materials in 
October. It raises reasonable questions. When notes are just sub- 
mitted that cover two meetings, and we know that there were a se- ^ 
ries of meetings over 2 weeks in which tasks were given, and the, 
witness himself was kind of the manager of this group, I question 
whether we’ve received all the notes at the present time. 

I think it goes to concerns that Mr. Chertoff raised initially, m 
find it very troubling because this has not happened only once. 
Again, we’re not talking about lay people, we’re talking about law- 
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yers, we’re talking about serious matters not inconsequential ones. 
These materials should have been turned over. 

Another point is whether the notes that were turned over were 
sanitized? Are these all the notes? Now I don’t understand how you 
have notes on two dates but you don’t have notes on the other 
dates. It raises questions. 

Senator Dodd. Mr. Chairman, I just want to make the observa- 
tion, I say raising the question I think is legitimate. I think you 
have the right to raise the question, but I also think in the context 
of raising the question, after 2 years of these hearings going on, 
that we have not had any real, except on a Constitutional issue, 
every witness has appeared voluntarily, thousands of documents 
turned over. I think we ought to put it in that context. You and 
I recall certainly Administrations where every single document was 
a fight. That hasn’t been the case here. 

So, again, I think you’re absolutely correct in raising the question 
to Mr. Ickes and Mr. Gearan, why didn’t we get these documents 
earlier? What happened that we didn’t get them? I agree with you 
in raising the question. But I think we also then have to answer 
the question when we look what’s in the memos in the context of 
what we already know. If there’s contradiction in those memos, 
then your argument or the supposition that there may have been 
something going on here has credence. If it doesn’t, then I think 
this Committee has an obligation to point out as well that while 
we’re disappointed we didn’t get the documents, that certainly 
there’s nothing in here that contradicts what we already know. 

That’s my point and I understand your point. Raising it is legiti- 
mate, but we also have an obligation to try and answer that ques- 
tion here as the bottom line issue. 

The Chairman. Well, that’s what we are going to attempt to do, 
and I appreciate the Senator’s observation. 

Senator Faircloth. 

OPENING COMMENTS OF SENATOR LAUCH FAIRCLOTH 
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Senator Faircloth. Thank you, Mr. Chairman. 

Mr. Ickes, did you see The New York Times editorial of Decem- 
ber 20th that President Clinton had a handwritten note on that 
said, “Bassett did a good job in campaign on this — can she now?” 
Have you seen that? 

Mr. Ickes. I have seen it today, Senator. It was provided in the 
documents that were given to me presumably by the Committee. 
Senator Faircloth. You had not seen it before? 

Mr. Ickes. I can’t say, as a fact, that I have seen it before. I may 
well have. I probably did, but I can’t recall when or where. 

Senator Faircloth. What discussions were held in the White 
House in regard to Ms. Schaffer’s story? The President said she did 
a good job. Would you tell me what discussions you had or might 
jasejjhave had in regard to Ms. Schaffer’s story? He says she did a good 
job in the campaign, can she now? In other words, she told a good 
story then, can she still tell it? What conversations did you have? 

Mr. Ickes. Well, there were conversations about Ms. Schaffer. 
Mr. Gearan’s notes relate those, among others. I don’t recall having 
ejmany conversations with the President about Ms. Schaffer. She 
it M had, I think, given an interview or documents to a New York Times 
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reporter early in 1992. There were questions here in this New York 
Times editorial about whether she had acted in a fair and impar- 
tial way. I gather this is the issue they were raising with respect 
to some of the decisions that she made with respect to Madison 
Guaranty. 

Senator Faircloth. Let me ask you. Mr. Gearan’s notes on Janu- 
ary 7th at the Whitewater group meeting at the White House, you 
stated, “Beverly Bassett is so f— ing important, if we f— this up, 
we’re done.” Well, just to stop right there, what do you mean, we’re 
done? What does that mean? The Clinton Administration’s done? 
What do you mean, we’re done. 

Mr. ICKES. What page are you on, Senator? 

Senator Faircloth. What page am I on? Page 576. 

Mr. Ickes. Well, again, Senator, these are Mr. Gearan’s notes, 
not mine. But Ms. Schaffer was obviously, as indicated by this edi- 
torial that you have referred to, and subsequent articles and edi- j 
torials, as I recall during that time, her rulings and decisions with 
respect to Madison Guaranty had been drawn into serious question 
by members of the press and others. 

There was concern, I think, one, as to what the facts and cir- 
cumstances were. I mean, we were up here in Washington, we were % 
not down in Arkansas and there was a basic concern to make sure 
that the information that we were giving out at the White House 
in connection with Beverly Bassett Schaffer, as well as other items S11 
and matters that we were being questioned about, was true and ac- 
curate. We wanted to find out what the facts and circumstances 
were so that we could give out full and complete information. 

Senator Faircloth. All right. But then you say, “Let’s not talk 5SS 
it to death, let’s just get it done.” Then you say, “We can’t send PB, n 
BL, MW, it will come out.” What will come out? 

Mr. Ickes. I think the reference there is that those individuals 
were closely connected with the White House. PB, I think refers to 
Paul Begala. MW refers to Michael Waldman. 

Senator Faircloth. Well, whoever they were, what’s going to ^ 
come out? What were you hiding? If there’s something’s going to 
come out, you had to have hidden something to begin with. 

Mr. Ickes. No, it was not hiding, Senator. What I was concerned ,c 
about there was the suggestion by some that people, someone from 
the White House go down and talk to Ms. Schaffer directly to get 
as much information about the facts and circumstances involved in 
her relationship with Madison Guaranty, both before, when she 
was representing it, as well as when she was the Securities Com- 
missioner. And it was my view that while there was nothing wrong 
with doing that, that it would come out and it would be used for 
highly-partisan purposes. 

Senator Faircloth. All right. You were certainly aware that 
Donald Mackay from the Attorney General’s Office was already in 
Little Rock and was interviewing and had interviewed Ms. Bassett? 

Mr. Ickes. I am not sure that I was aware of that at that time, 
Senator. 

Senator Faircloth. Would you have sent PB, BL, whoever you 
might send, had you been aware that Mr. Mackay was down there 
from the U.S. Attorney’s Office? 
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Mr. ICKES. It was my recommendation that nobody be sent, Sen- 
ator. 

Senator Faircloth. That nobody be sent? 

Mr. ICKES. That was my recommendation. 

Senator Faircloth. “Let’s not talk it to death, let’s get it done.” 
What did that mean? 

Mr. ICKES. My view was, Senator, that we should not send people 
who were connected with the White House to talk to Ms. Schaffer. 
As far as I know, no one was sent from the White House to talk 
to Ms. Schaffer. 

Senator Faircloth. How about, you said there was a list of peo- 
ple we could send. You said, Tisdale, Skip, whoever Skip is, WH 
and PB. 

Mr. ICKES. Again, I am not sure that I said those names. I think 
that those names may well have been suggested by others. 

Senator Faircloth. Well, Mr. Gearan said you did. Who is Skip? 

Mr. ICKES. Skip Rutherford is someone who resides in Arkansas, 
has known the President, First Lady, and Mr. McLarty for a num- 
ber of years, and was assisting Mr. McLarty at that time on an ad 
hoc basis. 

Senator FAIRCLOTH. In other words, you could send these people 
and they wouldn’t get caught? It will not come out if we send Skip 
or Tisdale or these other people. You said we can’t send PB, BL, 
and these other people, it will come out. But then we get it, make 
sure, then you say item by item make sure her story is correct. And 
then you suggest sending these other people, Tisdale, Skip, and PB, 
so that it won’t come out. 

Mr. ICKES. I don’t, I don’t think, Senator, that that was nec- 
essarily my suggestion. I think they may have been names — this 
was notes of a discussion going back and forth. It is not at all clear 
that I suggested that, given the fact that I was recommending 
against sending people down. I suggest that I was probably not in 
favor of sending anyone. 

Senator Faircloth. You knew Donald Mackay was down there 
to' at the time from the Justice Department? 

Mr. ICKES. I am not going to say that as a fact. I may well have 
been aware of it. 

Senator Faircloth. I have listened to you, Mr. Ickes, be ques- 
tioned by the attorneys. I have heard the testimony here as we dig 
? and probe. I’m old enough to remember when your father went to 
the Interior as Secretary. He took the most scandal-ridden Depart- 
4 Tient of Government from the Teapot Dome and he straightened it 
>ut. Do you remember what his nickname was? I know you were 
i young boy when he died, but do you remember, you have read, 
’ am sure, in the history of your father, do you remember what his 
lickname was? 

Mr. Ickes. Well, he had a lot of them, some of them probably not 

•epeatable here, but the one you’re referring to 

set Senator Faircloth. No, you are dodging the issue. They are all 
•epeatable. He was known as Honest Harold because he 

Mr. Ickes. He was also known as the old curmudgeon. 

Senator Faircloth. But Honest Harold was what he was known 

s. He spent $6 billion of PWA money without a hint of a scandal. 
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Let me ask you a question, and I don’t want a speech. If God 
would have granted him to have been in that room, what would he 
have said to you? Boy, you are doing a good job, or would he have 
said, you are in the wrong crowd, get out of here? And I don’t want 
a speech. 

Mr. Ickes. Do you want an answer, Senator? 

Senator Faircloth. Yes. 

Mr. Ickes. I think he would have approved of what I was doing 
because we were doing nothing wrong, and have done nothing 
wrong, Senator. 

Senator FAIRCLOTH. I don’t have any further questions. 

The Chairman. Mr. Chertoff, the remaining time. 

Mr. Chertoff. I just want to focus, Mr. Ickes, on this issue con- 
cerning discussions around the Independent Counsel. Am I correct 
that Mr. Kendall was involved in discussions with the White House 
about the appointment of the Independent Counsel? 

Mr. Ickes. He was. 

Mr. Chertoff. That the President’s private attorney was in con- 
tact with you about the wisdom of appointing an Independent 
Counsel? 

Mr. ICKES. There were discussions. 

Mr. Chertoff. Did Mr. Kendall actually draft the letter that Mr. 
Nussbaum sent to the Attorney General? 

Mr. ICKES. I don’t know that as a fact. He may well have. 

Mr. Chertoff. Let’s establish it as a fact. Let’s go to your pro- 
duction of documents, S 20800, I’m sorry, 801. 

Mr. Ickes. I am sorry. Bear with me one moment, because the 
documents that were given to me were not in order. You are look- 
ing for? 

Mr. CHERTOFF. I’m looking for the draft letter to Janet Reno. It’s 
attached to a sheet of paper which says, “Should an Independent 
Counsel be requested?” 

Mr. Ickes. I have it. 

Mr. Chertoff. At the top page of that memo, it says 1/12/94. Are 
these arguments of pro and con Independent Counsel arguments 
given to you by David Kendall? 

Mr. Ickes. I simply don’t know. That is my handwriting. Wheth- 
er they were conveyed to me by Kendall or whether that is an indi- 
cation that they should have been given to Kendall, I simply don’t 
know. 

Mr. Ben-Veniste. You have the drafts attached, 20801. 

The Chairman. The examination of this issue is going to take a 
little time. The Minority has noted that the red light is on. We are 
going to come back to it. 

Senator Sarbanes. 

Mr. Ben-Veniste. Are we going to expand our Resolution to in- 
clude Teapot Dome? 

[Laughter.] 

I think we could find something. 

Senator Dodd. I was being facetious, Mr. Chairman. 

The Chairman. I could understand that. We need a little humor. 
And I think 

Senator Dodd. We can move out Teapot Dome, you think. 
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The Chairman. Possibly. But we could expand it. I don't think 
we've been very expansive in terms of what we've been trying to 
do. We're going to continue. 

Mr. Ben-Veniste. Mr. Ickes, let me direct your attention to the 
areas that the Senator from North Carolina raised with you re- 
garding Beverly Bassett Schaffer. Let's review where that matter 
stood at the point that you considered it in January 1994. At that 
time, is it correct that there were allegations that had resurfaced 
in the press which had been raised previously during the 1992 Pri- 
mary Campaign regarding actions that Ms. Bassett Schaffer took 
back in the 1980's regarding Madison Guaranty Savings & Loan? 
Mr. Ickes. Yes. 

Mr. Ben-Veniste. During the 1992 campaign, is it not correct, 
Mr. Ickes, that Beverly Bassett Schaffer issued statements which 
were consistent with the proposition that she had done nothing 
wrong with respect to the matters that were brought to her atten- 
tion for regulatory consideration regarding Madison Guaranty Sav- 
ings & Loan? 

Mr. Ickes. That she had issued statements in 1992? 

Mr. Ben-Veniste. Yes. 

Mr. Ickes. That is my recollection. I can't cite you chapter and 
verse, but it’s certainly my recollection that she did. 

Mr. Ben-Veniste. Indeed, she has testified here, and everyone in 
her department at the time has testified here in open hearings 
under oath. We have reviewed all the correspondence. We have re- 
viewed the Rose Law Firm legal file regarding the actions that 
were taken vis-a-vis Madison Guaranty and the Arkansas Securi- 
ties Department. 

The conclusion of which, that indeed nothing untoward occurred. 
She took no improper action. The Federal Home Loan Bank Board 
regulators charged with supervising Madison have so stated under 
oath. No one has come here to testify that Ms. Schaffer did any- 
thing wrong back in the 1980's vis-a-vis Madison Guaranty, or for 
that matter, anything else. 

Now having that in mind, we forward slightly in time to 1994. 


The issue again is raised in the media. You are sitting in a group 
considering what to do. The President has looked at a New York 
* Times editorial, and has made a note to the effect that Ms. Bassett 
has handled this matter very well previously, and she’d do it again. 
3o now the issue is, not can we somehow get to Ms. Bassett to get 
her to tell a story that we like? The question is, in view of the fact 
:hat she has been surrounded by the national media, has in her 
vords been stalked and interfered with, can we encourage her to 
>nce again come forward to relate the truth as she knows it, wasn’t 
hat the objective of the meeting? 

Mr. Ickes. That was the primary objective, Mr. Ben-Veniste. But 
n addition, there were complicated areas, especially if you were in 
Washington dealing with Arkansas matters. We were being asked 
questions that we did not necessarily know the full and complete 
inswer to. 

There was some suggestion, I think in Mr. Gearan's notes, that 
ven had independent securities lawyers take a look to see if things 
vere all on the up and up. But basically, we wanted her to step 
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forward and tell her story again. She had had, I think, a difficult 
time with the press attention, and was reluctant to do so. 

Mr. Ben-Veniste. So the discussion about whether someone 
should be dispatched had to do with the political realities of wheth- 
er the White House would be criticized if someone from the White 
House were dispatched to try to encourage Ms. Bassett Schaffer to 
again speak out on this issue? 

Mr. Ickes. Exactly. 

Mr. Ben-Veniste. That is the substance of the concern noted in 
Mr. Gearan’s notes; is that correct? 

Mr. Ickes. Certainly it’s a concern that I had. 

Mr. Ben-Veniste. The notion that Mr. Mackay, the Department 
of Justice career investigator who had been appointed by the Attor- 
ney General to investigate these matters, that Mr. Mackay was in 
Little Rock interviewing Ms. Bassett Schaffer is nowhere substan- 
tiated in the record here. There’s no indication that that was a 
matter of interest to Mr. Mackay. I believe the opposite was true. 
Mr. Mackay was looking into issues relating to David Hale and his 
prosecution for defrauding the Small Business Administration, and 
was also looking into the criminal referrals made by the RTC re- 
garding Madison Guaranty Savings & Loan. 

So the issues relating to the Arkansas Securities Department, to 
my knowledge, were not under review by Mr. Mackay in any way, 
shape or form at that point. But even if they had been, there would 
be nothing improper in encouraging Ms. Bassett Schaffer to come 
forward on the public record or elsewhere, and tell the truth as she 
knew it. 

Now when you talk about an item-by-item review, I take it the 
White House under these circumstances, and those involved in this 
discussion, were not content merely with having Ms. Bassett Schaf- 
fer review the facts as she knew them, but that you would inde- 
pendently seek to get some expert opinion on Arkansas securities 
law, and the state of affairs regarding Federal Home Loan Bank 
regulation, what was going on in the country and so forth back in 
the mid- 1980’s; is that correct? 

Mr. ICKES. That is correct. We were being asked any number of 
questions, many of which we could not answer or verify, as Mr. 
Gearan has stated. He was the Communication Director at that 
time. He was very concerned, as we all were, about the credibility 
of the White House. And misstatements of fact can be blown way 
out of proportion. But the fact is, we had an obligation to try to 
get as much accurate information as we could. 

Mr. Ben-Veniste. In addition to what has been marked S 1139 
et seq. which is not before you, I’m sure, but is a memo from Ms. 
Bassett Schaffer regarding Madison Guaranty Savings & Loan, and 
deals with a very detailed 14-page chronology of events, we have 
also been supplied with S 20589 which appears to be a January 11, 
1994 memo. I wonder whether that could be provided to Mr. Ickes 
from Jake Sewirt, if I’m pronouncing his name correctly? 

Mr. Ickes. You are. 

Mr. Ben-Veniste. The subject being preferred stock. 

Mr. ICKES. I have the document. 

Mr. Ben-Veniste. Is it correct that this 2-page document which 
details a number of issues relating clearly to the appropriateness 
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of Ms. Bassett Schaffer’s decisions, and what was going on in the 
rest of the country, and what was going on with the regulators 
back in the mid- 1980’s, that this was in response to the suggestion 
growing out of the Whitewater Response Team that an independent 
review be made of the appropriateness of the actions taken by the 
Arkansas Securities Department, the law involved, and what was 
going on both in Arkansas and throughout the country, contem- 
poraneous with Ms. Bassett Schaffer’s actions? 

Mr. ICKES. That’s correct, Mr. Ben-Veniste. 

Mr. Ben-Veniste. And the conclusion was, in addition to the fact 
that the issuance of preferred stock was something which was 
being applauded by Federal regulators as a way to increase the 
capital equity of savings and loans throughout the United States, 
that it appeared that Ms. Bassett Schaffer’s conditional agreement 
in theory to the issuance of preferred stock was, in fact, as a prac- 
tical matter, never acted upon with regard to Madison Guaranty 
Savings & Loan because she had set a precondition regarding the 
financial stability of the savings and loan, which that thrift was 
never able to comply with? 

Mr. ICKES. That’s my understanding. 

Mr. Ben-Veniste. Therefore, both with respect to the issue of 
getting Ms. Bassett Schaffer to come forward again, tell the truth 
as she knew it, and to do the comparative analysis and the legal 
analysis, which in turn resulted in corroboration of the appropri- 
ateness of Ms. Bassett’s actions, all of those things you viewed as 
correct and appropriate things for the White House to do, given the 
press attention that had refocused on this matter? 

Mr. ICKES. Precisely. I think the people here can’t appreciate the 
amount of press attention that was being focused on this whole 
issue, and in particular Ms. Schaffer dealing with an issue that 
was in Arkansas, dealing with areas of law that we did not have 
any access to. 

Mr. Ben-Veniste. I see my time has expired, Mr. Chairman. 

The Chairman. Senator Mack. 

OPENING COMMENTS OF SENATOR CONNIE MACK 

Senator Mack. Thank you, Mr. Chairman. 

I’m going to start in an area that I initially had not intended to, 
but there were some comments made that raised this concern. It 
has to do with Mr. Mackay being in Arkansas. You all were aware 
that he was in Arkansas? 

Mr. ICKES. I can’t say as a fact, Senator, that I was aware at that 
time. I undoubtedly was. 

Senator Mack. Help me a little bit more with that. You can’t say 
as a fact. Was there any discussion about the fact that he might 
have been in Arkansas at this time? 

Mr. ICKES. There may well have been. As I sit here today remem- 
bering back well over 2 years ago, I can’t say as a fact there was 
discussion. It would not surprise me if there were. 

Senator Mack. If it had been known that Mr. Mackay was there, 
I would assume you all would have understood he was there be- 
cause of the nine criminal referrals? 

Mr. Ickes. I’m not prepared to assume anything on that. I’m not 
sure that the delineation of what he was looking at was known or 
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talked about at any great length in the White House. Again, I can’t 
recall as a fact any of those circumstances, Senator. 

Senator Mack. The reason I raise this, frankly, is that I was try- 
ing to make some sense. And again, I realize that these are not 
your notes. But if you disagree with the characterization that Mr. 
Gearan has put on your comments — I’m thinking particularly of, 
“Beverly Bassett is so f— ing important, if we f™ this up, we’re, 
done.” I’m trying to figure out — I gather that was said with some 
passion, apparently made some kind of impression on Mr. Gearan. 

Let me just lay out where I was going with that. If you all knew 
that Mackay was down there investigating Madison, it seems to me 
the contact with Schaffer becomes very significant. I hate to say' 
this again, but being a banker, I don’t know what is permitted. But 
I suspect that there is something wrong with contacting an individ- 
ual who is a witness or a potential witness in an investigation, and 
you all have expressed deep concern for making a direct contact 
that’s connected to the White House. In fact, I think you went on 
to say that you were not in favor of sending anyone. Let me ask 
you this question. Were you in favor of making any contact at all? 

Mr. Ickes. As best I recall, I think my view was that we should 
not try to make contact. But again, Senator, I don’t think there is 
anything illegal about making a contact. My concern was percep- 
tion, and how it might be used later on. 

Senator Mack. Did Mr. Waldman just make a contact on his 
own, then? 

Mr. Ickes. I’m not sure that he made a contact. 

Senator Mack. What about Rutherford? 

Mr. Ickes. I am not sure he made a contact. But again, Mr. 
Rutherford 


Senator Mack. According to Ms. Schaffer, there were contacts 
from Rutherford, Lindsey, and Tisdale. So there were contacts. At 
least that’s what she indicated. 

Mr. ICKES. I was unaware of those. Again, Rutherford and Tis- 
dale lived in Arkansas. They know Ms. Schaffer well. I don’t know 
what the nature of the contacts were, what was said, et cetera. 

Senator Mack. I want to start over again. You’ve been very care- 
ful up to now to say that you were not in favor of sending anyone 
down there. But you’re now saying that you were not in favor of 
there being any contact at all? 

Mr. Ickes. I think that was my general view. Quite frankly, I did 
not know contacts had been made. And I certainly don’t know what 
was said in connection with those contacts. 

Senator Mack. So you are saying that these contacts that were 
made, they were unknown to you. So you are suggesting that you 
are not aware of any information coming back from those people 
who made contacts? 

Mr. Ickes. As I sit here today, I don’t recall any. 

Senator Mack. In your earlier testimony, I think you said some- 
thing — don’t recall having many conversations with the President 
about Ms. Schaffer. So you had some conversations with the Presi- 
dent with respect to Ms. Schaffer? 

Mr. ICKES. I am confident I had some. I can’t tell you when, 
where, who was present. But I am confident that I did. 
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Senator Mack. I gather you are saying as well, though, that you 
made no report back to the President with respect to what Ms. 
Schaffer had to say after there were contacts? 

Mr. Ickes. Senator, I do not recall knowing of any contacts that 
were made, nor do I know when they were made, nor do I know 
what was said. 

Senator Mack. I guess I’m a little bit surprised that you wouldn’t 
have known that Ms. Schaffer had testified to the fact that there 
were three contacts — Rutherford, Lindsey, and Tisdale. I assume 
you have been following this fairly closely? 

Mr. Ickes. I follow it. I don’t follow it day by day or word by 
word. 

Senator Mack. Again, I want to try to get very specific on this. 
You did not direct, imply, insinuate that it would be a good idea 
for someone to contact someone in Arkansas, to make this contact 
with Ms. Schaffer? 

Mr. ICKES. As I sit here today, I do not recall that. And as I 
think Mr. Gearan knows for a fact, I was against sending people 
down from the White House. 

Senator Mack. I know you’ve said that over and over again, that 
you were against sending someone down. I think there are several 
reasons why one can kind of come up with why you wouldn’t want 
to send someone down. But the implication clearly is there now, at 
least from my perspective, that since you didn’t want to send some- 
body down where there would be this direct contact, what we do 
is make some behind-the-scenes contact, and I’m curious. I don’t 
know whether it would be interesting to ask Rutherford who sug- 
gested to him that he make the contact. I think what he’s going 
to testify to is that Waldman made that contact. It will be interest- 
ing to ask Mr. Waldman who suggested to him that that contact 
be made. 

Mr. Ickes. Again, I don’t know. You’ll have to ask Mr. Ruther- 
ford or Mr. Waldman. 

My concern, as I said, was a political concern. As far as I knew 
then and as far as I know now, there was nothing illegal or unto- 
ward in having someone talk to Beverly Bassett Schaffer and try 
to obtain facts and circumstances surrounding her relationship 
with Madison Guaranty. 

Senator Mack. As I said before, attorneys can certainly send that 
one out. I just found it kind of interesting that, at the same time 
that Mr. Mackay was in Arkansas with respect to an investigation 
of Madison, and I suspect maybe with the criminal referrals — I’m 
not sure about that — that there would be these kinds of contacts 
taking place. That certainly raises the specter, I think, of the White 
House interfering with an investigation. 

Mr. Ickes. Again, Senator, let me assure you that the White 
House had no intention, and to my knowledge has not interfered 
with any investigation. The fact is that Beverly Bassett Schaffer 
basically was saying that she had done the appropriate thing, that 
there had not been a conflict of interest. I think that’s been borne 
out by several Federal and State organizations or agencies. 

So again, there was nothing she did wrong. There were allega- 
tions being raised at that point, that favoritism had been shown, 
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but I think the record shows that favoritism was not shown, and 
that she acted entirely properly. 

Senator Mack. Again, you sent no one from the White House. 
You were not involved in either instructing or implying that there 
should be a contact. I think you testified that you were opposed to 
any contact, period? 

Mr. Ickes. That is my recollection. 

Senator Mack. Again, these are Mr. Gearan’s notes. These notes 
reflect that he is suggesting that you said these things. “We can’t 
send BP, BL and W. It will come out.” And then, “Item-by-item, 
make sure her story’s OK.” Clearly, there was an implication there 
that somebody’s going to be talking with her. 

Mr. Ickes. I don’t think there’s any implication whatsoever in 
that regard. I mean, there’s certainly an implication, but I don’t 
agree that that is necessarily the only implication. 

As Mr. Sewirt’s memorandum indicates, we were trying to take 
steps to verify whether the nature of what she had done was out 
of the way or unprecedented, and I don’t know where Mr. Sewirt 
got his information. He may well have talked to Beverly Bassett 
Schaffer. I doubt that he did, from the nature of this memorandum. 

Senator Mack. What do you think the names “Tisdale and 
Lindsey’s firm, Skip, question mark, White House, pass, PB friend, 
New York lawyer” mean? I’m under the impression that these are 
potential contacts, people who can contact Schaffer. What is your 
recollection as to what that means? 

Mr. Ickes. Well, as I say, I didn’t take these notes. I don’t have 
a very distinct recollection, if any, of the particular conversation. 
I can only assume that those were names that were suggested 
around the table in connection with possibly contacting Beverly 
Bassett Schaffer. But as far as I know, I gather that some people 
did contact her. But as far as I know, as far as I can recall, I did 
not ask anyone to contact her. I was very concerned about the pos- 
sible political fallout of it. 

The Chairman. I’m going to ask you to bear with me, Senator, 
put the green light on and an additional 4 minutes, so we’ll go to 
15-minute rounds, since we’re now down to three Senators. You’ll 
have an additional 4 minutes. 

Senator Mack. I don’t know that I need that. 

The Chairman. That’s all right. 

Senator Mack. I just want to continue probing on this. 

The Chairman. I want you to continue. 

Senator Mack. You have been fairly central. I got the impression 
from earlier comments that you in essence were engaged in these 
meetings, and your notes were reflecting giving assignments to var- 
ious people. 

There is the editorial that the President has made, the now-fa- 
mous notation on, which indicates he thinks it’s pretty important. 
“Bassett did a good job in campaign on this — can she now?” That 
implies that the President is interested in whether there can be a 
contact to see how she’s doing. 

All the evidence suggests that, in fact, the President raised the 
concern. You all discussed it at your meetings. There are notes that 
I think are clear, that at least I can suggest from those notes that 
there were going to be contacts. In fact, contacts were made. You 
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at the center of all this say that you had nothing to do with the 
contacts. Nobody reported back to you about contacts. You know 
nothing of the President knowing of any response coming back 
from these contacts. I just frankly find that pretty hard to believe. 

Mr. Ickes. Senator, all I can tell you is my best recollection. I 
have no recollection of urging contacts. And my recollection, I 
think, corroborated by Mr. Gearan’s notes, that I had very grave 
reservations about contacts being made. Fm not saying that con- 
tacts were not made. They may well have been. But that, you’ll 
have to ask other people about. 

Senator Mack. Are you suggesting that after you had made 
these, I guess — I would gather, again from these notes, there were 
some pretty impassioned feelings expressed. Are you surprised, 
frankly, that there were these contacts after you were so forceful 
in saying that they shouldn’t be done? 

Mr. ICKES. I was only expressing my view as to whether or not 
contacts should be made, Senator. 

Senator Mack. Did the rest of the group agree that there should 
not be contacts? 

Mr. ICKES. I think there was general agreement there. 

Senator Mack. Who was in disagreement? 

Mr. ICKES. I don’t recall. But again, Senator, I think the critical 
point to make is, my concern was political, not legal. There was 
nothing illegal, as far as I knew then, or as far as I know now, 
about anyone contacting Beverly Bassett Schaffer. It would have 
been illegal, obviously, to try to change her story, and to get her 
to talk about things that she didn’t agree with, or to change her 
story in any way. The fact of the matter is, as Mr. Ben-Veniste has 
pointed out, her story and what she did was favorable with respect 
to the White House’s position. 

What we were concerned about was twofold: Making sure that 
we knew the facts and circumstances, number one; and as a result 
of that, you have the memo that Jake Sewirt did. And number two 
was to see if she would again come forward and talk to the press. 
She’d had a very difficult time, apparently. I wasn’t there at the 
time, but apparently, she’d had a very difficult time with the press 
in early 1992. 

Senator Mack. There was apparently an interview that Ms. 
Schaffer gave to an AP reporter, where she was asked about her 
interpretation of the meeting that we’ve been referring to. Are you 
familiar with that? 

Mr. Ickes. I’m not. I’d like to see a copy of it. 

Senator Mack. The only reason I ask it that way is because I 
saw you nodding. I thought maybe you were implying that you 
were aware of this interview. 

Mr. Ickes. Let me see it first. Now what page are you looking 
i at, Senator? 

ft Senator Mack. I am on the second page, the third paragraph 
down. As per her interpretation of the meeting, Schaffer said, “It 
ooks to me like they were trying to figure out, ‘Who can talk to 
ler? Who is her friend?’ They were desperate to try to find a way 
f; )f getting questions about all this, to deal with it.” 
itfc Mr. Ickes. Right. 
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Senator Mack. I think that's an interesting observation of some- 
one who is kind of a principal in this, that looked at these notes 
and kind of came to the same conclusion that I came to, but appar- 
ently totally different from your perspective, that she looked 

Mr. Ickes. Right. 

Senator MACK. It also refers in here — again, were you aware of 
this? Had you seen this before? 

Mr. ICKES. I think that I have seen this very recently. I have not 
seen it until the last couple of days. I’ve seen it in a different form. 

Senator Mack. Again it surprises me in that you told me a 
minute ago that you were not aware of any contacts, because the 
next three paragraphs go down and explain the three contacts. One 
was by Lindsey at the Arkansas basketball game; two was by Skip 
Rutherford, and the other was John Tisdale. So I'm getting mixed 
stories from you with respect to your knowledge of these contacts. 

Mr. Ickes. Now that I look at this document, I think that I have 
seen this in a different form, in the AP. I don't recall seeing this 
literally until 2 or 3 days ago, at the earliest. 

Senator Mack. Thank you, Mr. Chairman. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. Mr. Chairman, I want for just a moment to 
address this question of the production of documents, and some of 
the assertions earlier that there might be a deliberate pattern of 
evasion. 

First of all, I was interested in the letter that Ms. Sherburne 
sent to the Committee when these documents were furnished, in 
which she says in one of the relevant paragraphs: 

We regret that we failed to identify this material sooner. There was a mistaken 
belief that the material had been provided to the Council, and then it was discov- 
ered in the files. In order to be able to assure ourselves and the Committee that 
there has been no other oversight, we have undertaken to verify that all relevant 
documents provided to the Council’s Office by White House staff beginning in March 
1994, have been reviewed and produced to this Committee with responses. 

Further, we are confirming the White House files of certain former White House 
officials have been reviewed. We are working to complete this verification quickly. 
And in the event we identify any other documents, we will provide them to the Com- 
mittee promptly. 

Now the amount of document request here, of course, has been 
extraordinary; and the amount of document production has been 
extraordinary. And in evaluating all of this, I think it's important 
to keep in mind — and I submit for the record an article, an op ed 
piece from The New York Times entitled Docudrama by Sydney 
Herman. 

Let me just quote from that briefly. This is Mr. Herman, who's 
a lawyer and apparently a former partner of Kenneth Starr's, writ- 
ing in The New York Times on January 27th: 

Documents that are relevant to an investigation are found in an unexpected place 
6 months after they were first sought. A shocking development? 

Absolutely not. In most major pieces of litigation, files turn up late. One side or 
the other always thinks of making something of the late appearance, but these law- 
yers know the truth: It could just as easily happen to them. 

Despite diligent searches, important papers in large organizations are always 
turning up after the initial and follow-up searches. 

Then later, he goes on to say: 

My former partner, Kenneth Starr, knows all this. As Independent Counsel in the 
Whitewater investigation, he will take it into account. 
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But the American people have no reason to know that this is a normal occurrence; 
it is not part of their everyday experience. Reporters really don't have any reason 
to know this either, or they may know and simply choose to ignore it. 

When documents show up belatedly, even in private quarters, there is simply 
nothing unusual about it. 

I put that in the record to give us some context as we try to 
evaluate this question of document production. I along with others 
would wish that all documents came in right at the beginning, im- 
mediately. But it doesn’t simply work that way. The OTS itself sent 
us a letter about documents that turned up later, after they had 
been requested. And in fact, I brought that to the Committee’s at- 
tention at an earlier time, and included those documents in the 
record as well. 

So, I think it’s important to keep some perspective on this as we 
continue to deal with the very broad requests that this Committee 
has made for documents. 

Senator Dodd. 

[No response.] 

Mr. Ben-Veniste. Mr. Ickes, since we keep coming back to Bev- 
erly Bassett Schaffer, let me again state — and I mentioned this just 
a moment ago informally to Senator Mack, who had to leave — that 
the law is that no one owns a witness, even if the Department of 
Justice was seeking to interview, or indeed, had interviewed Ms. 
Schaffer in connection with any investigation they were conducting. 

It would have been entirely appropriate for someone interested 
in that matter to send a representative to interview Ms. Bassett, 
or to encourage Ms. Bassett to come forward publicly. 

Only if there was some corrupt intent to have her change what 
she said from the true version of events, would there be anything 
untoward or improper. Indeed, there is a substantial body of case 
law that suggests that an attorney representing a client who has 
an important stake in the matter who neglects to interview an im- 
portant fact witness, may well be guilty of malpractice of law. 

So let’s be absolutely clear here, and perhaps this has all flowed 
from the suggestion last week. I think in the heat of the moment, 
some misstatements were made about the law, that Ms. Bassett 
was somehow radioactive, and no one could approach her. That is 
nonsense. 

5eI! Now, Mr. Waldman has been alluded to. He has given testimony, 
^ last evening in deposition. His testimony is that he made no ap- 
proach to Ms. Bassett. So that should be clarified. And I think that 
nej will come out in due course. 

Mr. Lindsey has testified at some length about the fact that, fol- 
hoi lowing the President’s comments on the newspaper article you were 
frit shown, he talked, not with Ms. Bassett, but to Ms. Bassett’s hus- 
band, Archie Schaffer. Let me read Mr. Lindsey’s testimony before 
plat* this Committee, in response to Senator Faircloth’s question: 

Senator Faircloth. Would you tell us what was discussed in plain language, just 
you tell me? 

Mr. Lindsey. Yes, sir. Beverly Bassett during the campaign had put out, spoken 
to the press, spoken to Mr. Gerth. In fact, I later learned, wrote three memos to 
W Mr. Gerth describing what her role had been during the late 1980’s in the regula- 
tion of Madison Guaranty. 

As I say, I’ve reviewed the records; I reviewed a chronology of what she did, what 
occurred. I believe that any reasonable person who looks at that will find that she 
inti went out of her way to try to bring this to the proper regulator’s attention, and to 
get action. She communicated that during the campaign. Obviously, we wanted her 
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to continue to communicate that. She was reluctant to do so. She was reluctant for 
several reasons. 

Now, Mr. Lindsey is alluding to his conversations with Archie 
Schaffer: 

Number one, I think she was reluctant because she had spent so much time with 
Mr. Gerth, and she felt like the treatment that she received in The New York Times 
article and in other articles was not fair, did not reflect the information she pro- 
vided. 

Another reason was, during the same time period, there were people who basically 
were, I will use the word stalking because I believe Ms. Bassett has used that word. 

In fact, one of your current employees, Mr. Bossie, went to Fayetteville in early Jan- 
uary 1994, and according to Ms. Bassett stalked her from one place to another. 

Senator Faircloth. He was not an employee of mine. 

Mr. Lindsey. That’s right. He is now. 

Senator Faircloth. I didn’t know him. 

Mr. Lindsey. He was working for Citizens United. Floyd Brown’s organization, I 
believe, at that time. 

So the testimony was quite clear from Mr. Lindsey before this 
Committee, indeed, that there was an attempt to get Ms. Bassett 
to come forward. We’ve heard that, and Mr. Lindsey has been sub- 
jected to extensive examination on that subject. 

Senator Dodd. Could I inquire, by the way, Mr. Chairman, I 
gather this has been distributed here today. It just occurred to me, 

I am looking at it here, and I see where Counsel raised the name 
of one of the staff here, Mr. Bossie. There’s a letter — I don’t know 
what the date of this letter is — there’s no date on it, from a Floyd 
Brown, President of something called Citizens United. 

The reason I raise it with you, Mr. Chairman, is a couple of 
things. If you don’t have it, I’ll let you have this copy here. The let- 
ter says a couple of things that I think ought to be of concern to 
everyone on the Committee. This is a “Dear Fellow American” let- 
ter. Paragraph three or four: “Our top investigator, David Bossie, 1 
is on the inside directing the probe, a Special Assistant to Senator 
Faircloth of the U.S. Senate Whitewater Committee.” 

First of all, I don’t know if Mr. Chertoff would like to know some- r 
one else is directing the probe here, but our top investigator, is he s 
employed by Citizens United, and employed by the Congress? 

This is a fundraising letter in which Mr. Brown, who many may 
recall was the author of the Willie Horton ads, by the way, to give 
you some idea of his political credentials. But I quote him from his 
letter, the last page of a 4-page letter. “I already have Whitewater 
briefings scheduled for Members of Congress going on.” Then there ^ 
is a solicitation of $100, $500, and $1,000. You know, if we’re going 
to be supporting these outside groups who have staff members 
working for outside groups as investigators on the Committee, I 
think it’s something the Committee ought to look at or am I off- 
base on that, Mr. Chairman? 

The Chairman. Well, Senator, if we’re going to hold the Commit- 
tee responsible for every group that writes letters or takes positions 
on the activity of the Committee, we would be in bad shape. This 
is the first time I’ve seen this letter. I don’t know Floyd Brown. 

Senator Dodd. I don’t know him, either. 

The Chairman. I’ve never had contact with him. The reason I 
feel compelled to say that is because if we’re going to do this, let’s 
take a look. It says at the bottom of the first page — this was just 
handed to me. And again, I thank Senator Sarbanes for handing 
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it to me. I don’t know how it even came into this hearing. I under- 
stand that the White House released this today. 

Senator Dodd. It was sent to thousands of people. 

The Chairman. I wish they would get the information we have 
requested and stop scouring for things to divert attention; and 
that’s pretty obvious. The failure to produce these documents is a 
very serious matter. 

Ms. Sherburne is in attendance. If you had these documents that 
Mr. Ickes had, you would have produced them. 

Senator Dodd. Mr. Chairman, I’m asking you a question. 

The Chairman. Let me just say, with the assistance of Citizens 
United, it says: 

Senator Faircloth is determined to find out. He’s asked Whitewater Committee 
Chairman A1 D’Amato to call Hillary Rodham Clinton before the Committee in 
which she will be forced to answer questions under oath. 

But Senator D’Amato declines to call the First Lady to appear. In my opinion, 
Senator D’Amato is worried that he lacks sufficient public support to call the First 
Lady in front of the proceedings that might subject her to future criminal proce- 
dures. 

That explains why I have been getting these phone calls in my 
office berating me the last couple of days, I really have. They want 
me to call Floyd Brown — not Floyd Brown. Who’s that fellow? 
Larry Nichols? I won’t be swayed by Brown, or Nichols, or anybody 
else. And I think you know this, Senator. You are my friend and 
colleague. 

Senator Dodd. My concern is that we have a staff member here 
on the Committee who is not the top investigator. 

The Chairman. Sure, and they said I am afraid to do what I 
have done, and I am going to characterize you and others. We can- 
not respond to the Browns and others of the world in terms of how 
they characterize us. Indeed, this investigation is not being run by 
anyone other than the Committee. Certainly, Mr. Bossie is not run- 
ning this. But you can’t prevent some from making a claim, and 
saying they have somebody in here. 

Again, I think it is appropriate to move forward. We’re going to 
be thorough, we’re going to be comprehensive. It may be painful at 
times, but we will get the facts as best we can and be fair. 

Senator Dodd. You can understand, Mr. Chairman, whether it’s 
the White House or others of us here, when they see a letter from 
Citizens United, a guy who has a reputation that is pretty bad 

The Chairman. Gee, if I put in every editorial comment, I could 
cite people in the media. You saw one that was just here, she left 
a little while ago. She’s written the most vile and detestable things 
about me, about the manner in which 

Senator Dodd. This is a fundraising letter, and identifies a staff 
member. This Committee is their top investigator. That seems to 
me something you might want to look at. 

The Chairman. Let’s look at it and find out if he is a member 
of their group. He’s certainly not our top investigator. He’s not on 
the Committee. 

Senator Dodd. He’s their top investigator. 

The Chairman. Are we going to say that this Committee is re- 
sponsible for every person who sends out a fundraising letter? 

Senator Sarbanes. Senator Dodd does raise an important point. 
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Senator Dodd. If a member of my staff working for an outside 
group raising money for Whitewater, Members of Congress would 
raise the ceiling. 

The Chairman. Would you believe it or not? They actually send 
fundraising letters to say, “So-and-so — let’s defeat him or her.” We 
have all been the subject of that. I don’t find this shocking, because 
there’s no merit to it, it is part of the process. We can’t control, 
Senator, every group that goes out. 

Senator Dodd. I know, Mr. Chairman, but we have testimony 
from a witness that talks about Mr. Bossie, to use their words now, 
not mine, “stalking” a witness, employed by this Committee, who’s 
now called in the letter their top investigator, by groups soliciting 
$1,000 contributions to go after Mrs. Clinton. Somebody ought to 
look at that. 

The Chairman. Yes. OK. 

Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

I want to get back to January 1994, Mr. Ickes. I have before you 
a memorandum which is dated 1/12/94, Kendall, in your hand- 
writing, talks about whether an Independent Counsel should be re- 
quested by the White House. 

Mr. Ickes. That’s 20797, Mr. Chertoff? 

Mr. Chertoff. Correct. And you don’t know whether you got this 
from Kendall, or you sent it to Kendall; correct? 

Mr. Ickes. I don’t know. To the best of my recollection, I don’t. 

Mr. Chertoff. Did you write it? 

Mr. Ickes. No, I did not. As far as I know, I did not write it. 

Mr. Chertoff. You see under Roman numeral III, it talks about 
“The wisdom of attempting to impose limitations, desirability of 
limiting the investigation.” Did you discuss that with Mr. Kendall? 

Mr. ICKES. I don’t recall whether I discussed this document with 
Mr. Kendall or not. 

Mr. Chertoff. Attached to this package of documents is S 20801 
and 802, which is a draft of a letter to the Honorable Janet Reno 
which requests a preliminary investigation by Special Counsel. 

Mr. ICKES. Mr. Chairman, let me tell you what I have here. I 
have 20798, 20799, and then I have 20800. And that’s it. 

Mr. Chertoff. There is another one, 801 and 802. I will get you 
the documents. 

Mr. Ickes. Wait a minute. OK. We are looking now at what, 801 
and 802? 

Mr. Chertoff. 801 and 802, right. That’s a draft letter to the 
Honorable Janet Reno that concludes with a suggestion that a pre- 
liminary investigation begin with respect to the appointment of a 
Special Counsel. It says in the top right-hand corner, there’s a no- 
tation. Is it your handwriting? 

Mr. ICKES. Generally seem to be, yes. 

Mr. Chertoff. It says, “DK draft.” 

Mr. Ickes. Yes. 

Mr. Chertoff. Does that mean David Kendall wrote this draft? 

Mr. ICKES. I don’t know whether it meant that he wrote this 
draft. It may well. 

Mr. Chertoff. Was it the way you operated in the Whitewater 
response to you in the White House, that in considering what posi- 
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tion the White House ought to take on an Independent Counsel, 
you solicited the input of the President's private attorney with re- 
spect to the actual form of the letter that was going to be sent to 
the Attorney General? 

Mr. ICKES. I don’t know. I am not saying that I solicited this. I 
doubt that I did. As I said before, Mr. Chertoff, a lot of people who 
were advising the President, both inside the Government and out- 
side the Government, had a variety of different views with respect 
to Independent or Special Counsel, as he was called in those days. 

Mr. CHERTOFF. But you included Mr. Kendall in the discussion, 
and in fact, you included Mr. Kendall in the discussion of the exact 
form which the letter ought to take. 

Mr. ICKES. I don’t know if I included him, or whether he drafted 
this on his own. 

Mr. CHERTOFF. You think he came unsolicited over the transom? 

Mr. ICKES. He may well have drafted it on his own, and sent it 
to me. Assuming that he drafted it — and I don’t know that as a 
fact, Mr. Chertoff. 

Mr. Chertoff. Can we assume that when you wrote “DK draft” 
at the top, that that refers to David Kendall? 

Mr. ICKES. We can assume that refers to David Kendall. That 
does not automatically mean he drafted the letter. I’m not saying 
he didn’t. I don’t know whether he did or whether he didn’t. 

The Chairman. You sent it to him, though, right? It’s one or the 
other. If he did not draft this, then what is the only reasonable con- 
clusion that one can come to? That you then sent it to him? 

Mr. Ickes. I don’t know whether I did, or whether I didn’t. 

Mr. Chertoff. But the point is, Mr. Ickes, there’s only two possi- 
bilities in the universe of logic. 

Mr. Ickes. I assume that I am here to answer questions under 
oath to the best of my recollection, not to speculate. 

Mr. Chertoff. But we’re asking about a notation and a writing 
that you made in your own handwriting. I am not asking what Mr. 
Gearan said, or Tom Jones said. I am asking you what you wrote. 
And my question to you is, does your notation, “DK draft” indicate 
either that you received it from Kendall or that you sent it to Ken- 
dall? Which is it? 

Mr. ICKES. I don’t know. I’ve testified that I don’t know. 

Mr. Chertoff. Now let’s move on to another document. 

Mr. Ickes. Furthermore, what’s the point? Are you saying 

The Chairman. That’s not your problem. 

Mr. Ickes. Are you saying Mr. Kendall doesn’t have a right to 
give his views about this? 

Mr. Chertoff. I’ll tell you what I’m saying, Mr. Ickes. I’m sug- 
gesting that there’s a difference between a private defense attorney 
writing the letter under his own name to the Attorney General 
about a matter involving a client, which every attorney is entitled 
to do, and that same private defense attorney being invited to sit 
with White House policymakers in deciding what official position 
the White House is going to be taking on the Independent Counsel. 

Particularly, Mr. Ickes, because we have heard testimony from 
Mr. Eggleston that 2 months earlier, the whole point of him sitting 
down with Mr. Kendall and Mr. Nussbaum was precisely to sepa- 
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rate the private sphere and the public sphere, that they were to be 
separate areas of responsibility. But I want to continue on this. 

Senator Dodd. One observation. 

Mr. ICKES. Are you saying it’s illegal for the private attorney to 
have done this, assuming that he did do it? Is that what you are 
saying? I’m just trying to get a drift of where you’re headed. 

Mr. Chertoff. Mr. Ickes, did he participate in the discussion 
about the scope of the Independent Counsel, and how the Inde- 
pendent Counsel’s charter were to be set forth? 

Mr. Ickes. Would you repeat the question? 

Mr. Chertoff. Did Mr. Kendall participate in the discussions 
with you and the White House Counsel’s Office about how to pre- 
pare the letter that was going to go to the Attorney General to de- 
lineate what would be requested in terms of the Special Counsel? 

Mr. Ickes. I have no knowledge of that. 

Mr. CHERTOFF. You don’t know whether Mr. Kendall participated 
in it? 

Mr. Ickes. In the discussions about the letter that went to the 
Attorney General? No, I don’t. 

Mr. Chertoff. You don’t know whether he had input in some 
written form? 

Mr. ICKES. He may well have. I don’t know. 

Mr. Chertoff. And you can’t interpret for us what this “DK 
draft” means that you wrote in your own hand? 

Mr. Ickes. I’ve told you to the best of my knowledge that “DK 
draft” refers to David Kendall draft. He may well have drafted this. 
I don’t know as a fact, as I sit here today — let me finish, Mr. 
Chertoff — whether or not he did. 

Mr. Chertoff. And it got into your file? 

Mr. Ickes. What? 

Mr. Chertoff. It got into your files; right? This is a production 
from your file. 

Mr. Ickes. It was in my files. 

Mr. Chertoff. And the fact is, it was in the files that were not 
produced until a few days ago; right? 

Mr. Ickes. They were produced when they were produced. 

Mr. Chertoff. Within the last week; right? 

Mr. Ickes. They were produced when they were produced. 

Mr. Chertoff. You don’t want to answer that, do you, Mr. Ickes? 

Mr. Ickes. I don’t know when these were produced. 

Mr. Chertoff. Do you know when you produced them to the 
White House Counsel? 

Mr. Ickes. Mr. Chertoff, if you say these were produced 2 days 
ago, I’ll take your word for it. 

Mr. Chertoff. Let’s move on to S 20884, it is dated 1/10/94, Con- 
fidential, Second Draft, Summary of Arguments re Whitewater. 
Who wrote this? 

Mr. Ickes. Wait just a moment. 

The Chairman. The documents are in chronological order? 

Mr. Ickes. Chronological order, or page order. 

The Chairman. Chronological order in terms of the numbers that 
they indicate. 

Mr. Ickes. This is dated when? 

Mr. Chertoff. This is dated January 10, 1994. 
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Mr. Ickes. OK. I think I have it. This is dated 1/10/94, 20884? 

Mr. CHERTOFF. Correct. This came from your files as well. Did 
you write this? 

Mr. ICKES. No, I did not write this. 

Mr. Chertoff. Who wrote it? 

Mr. Ickes. I have no idea. 

Mr. Chertoff. Was it someone in the White House? 

Mr. ICKES. It may well have been. I literally don’t know. It may 
well have been somebody in the White House. 

Mr. Chertoff. Let me begin at the beginning. It says, “Sum- 
mary of Arguments re Whitewater,” and, “No Special Counsel: No. 
1 — For this position.” Then there’s a list of arguments about why 
there shouldn’t be a Special Counsel. 

In addition to some of the things we’ve heard discussed in the 
hearing about the policy considerations, there’s a very interesting 
consideration that’s under letter F. It reads as follows: “A SC inves- 
tigation may result in focus on friends and associates of the Presi- 
dent, begin to 'squeeze’ them, and may subject some to indictment.” 

You understood, I take it, that the term “squeeze” them refers to 
the possibility that people could get, in the vernacular, kind of 
jammed up with criminal prosecutions, and might be squeezed, to 
have them turn and cooperate with the Government? 

Mr. ICKES. I didn’t write this memo. I’m not sure what the term 
“squeeze” meant. 

Mr. Chertoff. You kept it in your file; right? 

Mr. ICKES. The mere fact that I kept it in my file doesn’t nec- 
essarily mean I knew what the term meant. 

Mr. Chertoff. At the time you received the memo, presumably 
you knew who the author was; right? 

Mr. Ickes. I’m not sure that I did. 

Mr. Chertoff. You didn’t try to find out what this memo, what 
this term “squeeze” meant? 

Mr. ICKES. As far as I know, I have no recollection of trying to 
find out what the term “squeeze” meant. 

Mr. Chertoff. Were there discussions with, say Mr. Waldman 
or Mr. Nussbaum about the fact that it was a Special Counsel in- 
vestigating here? Some of the people around the President might 
get hurt? Was there discussion in Whitewater response meetings 
with Mr. Waldman or Mr. Nussbaum or anybody else who attended 
the meetings that a Special Counsel investigation might hurt some 
of the friends and associates around the Clintons? 

Mr. Ickes. There may well have been. I don’t recall any particu- 
lar discussion. What I would like to do is to point out, on this par- 
ticular document that you’ve referred to, Mr. Chertoff, that this is 
basically, as I look at it, is an options. It’s laying out all the pos- 
sible options for and against, Mr. Chertoff. 

Mr. Chertoff. You’re not answering my question. 

Mr. Ickes. Let me just finish, if you don’t mind. The mere fact 
that it refers to the fact that some friends and associates of the 
President begin to get squeezed I think in no way indicates that 
they were referring to this President, or his President. 

Mr. Chertoff. Are we discussing Abraham Lincoln here or some 
other President? Which President? Are you telling us that you 
think this memo didn’t have anything to do with this President? 
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Mr. Ickes. Do you want me to answer, Mr. ChertofT? 

Mr. Chertoff. Yes. 

Mr. Ickes. As I read this memorandum, Mr. ChertofT, this was 
trying to lay out all of the different arguments of what might hap- 
pen, of what could happen based on the history of past Independ- 
ent Counsels. 

Mr. Chertoff. Now in the discussion, because we also have in 
Mr. Gearan’s notes notations that on the 5th of January — I’m just 
going to summarize here — that Mr. Nussbaum had raised the issue 
of the bad-hearted prosecutor who might find things around people 
close, around the President. I want to ask you, in any of these dis- 
cussions, when the following names came up of people that might 
be squeezed, or might be hurt, or might be the subject of investiga- 
tions, did Mr. McDougaFs name come up? 

Mr. Ickes. I’m sure that a lot of names came up. 

Mr. Chertoff. Did Branscombe come up? Did Temper come up? 
Did Hill come up? Did Wade come up? 

Mr. Ickes. Mr. Chertoff, I suspect that a lot of different names 
came up in the course of the discussions here. 

Mr. Chertoff. There came a point in time where, notwithstand- 
ing the First Lady’s earlier strong opposition to a Special Counsel, 
a decision was made to write a letter to the Attorney General sug- 
gesting that a Special Counsel be appointed; right? 

Mr. ICKES. I was not involved in that letter. I assume that there 
was such a letter. 

Mr. Chertoff. I take it that one of the reasons that happened 
was because there was an understanding that, if Congress passed 
the statute authorizing an Independent Counsel by law, that the 
Attorney General might on her own go ahead and appoint an Inde- 
pendent Counsel, or request an Independent Counsel, but it would 
be appointed by a three-judge court; right? 

Mr. Ickes. Are you asking me if that was the state of mind of 
the people who wrote the letter? 

Mr. Chertoff. I’m asking you if that came up in discussions of 
the Whitewater Response Team. 

Mr. Ickes. I don’t recall. 

Mr. Chertoff. Didn’t it come up in discussion that you actually 
considered or discussed who the judges would be that would be 
making the appointment of the Independent Counsel if you waited 
for the statute to get passed, as opposed to requesting Special 
Counsel to be appointed by the Attorney General? 

Mr. Ickes. I’m sure I don’t remember any specific discussion, Mr. 
Chertoff. But I’m sure that when the subject of Independent Coun- 
sel came up, there undoubtedly was a discussion of the process, 
and who would be involved in that process. 

Mr. Chertoff. Once the letter was written, or once the Attorney 
General decided to appoint a Special Counsel, that issue moved off 
the radar screen. But that wasn’t the only investigation you all 
were considering in the Whitewater Response Team, was it? 

Mr. Ickes. I don’t know what you’re referring to. 

Mr. Chertoff. You were considering civil investigations, as well 
as the criminal investigation; right? 

Mr. Ickes. In the Whitewater Response Team, we were consider- 
ing all matters that were being asked of us by the press. 
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Mr. Chertoff. Well, more than just the press, because once the 
matter of the criminal investigation passed to the jurisdiction of 
the Special Counsel, there was still the question of whether there 
would be a civil investigation by the RTC that might touch on 
these matters; is that correct? 

Mr. ICKES. As I recall. I don’t know what period of time you’re 
talking about, Mr. Chertoff. But as I recall, that was a matter of 
discussion in the press, as well as by Members of the Senate. 

Mr. Chertoff. The Whitewater group actually focused on the 
issue of what the statute of limitations for civil actions would be, 
as early as the 9th of January, 1994; isn’t that right? 

Mr. Ickes. What document are you looking at? 

Mr. Chertoff. I’m looking at your memo of the 9th of January, 
1994, where it says, “assignments.” If you can pause for a second, 
it’s at S 20888. 

Mr. Ickes. I apologize. I thought these things — this is the one of 
January 10th, Mr. Chertoff? Or is there going to be a light on, Mr. 
Chertoff? 

The Chairman. I don’t run the time when he is looking for the 
documents. I could waste 15 minutes for him looking for one docu- 
ment. 

Mr. Ickes. Mr. Chertoff, I have both in front of me now, one 
dated the 10th and one dated the 9th. 

Mr. Chertoff. The one dated the 9th says, “Memo, Re: Statute 
of Limitations for Civil Action. Counsel assigned 1/8.” Is that right? 

Mr. ICKES. The memo dated the 9th, item number nine? 

Mr. Chertoff. That’s item number 11. 

Mr. Ickes. I’m sorry. Yes. 

Mr. Chertoff. As of January 8, 1994, you had assigned an attor- 
ney to do a memo on the statute of limitations for civil actions; is 
that correct? 

Mr. Ickes. Yes. 

Mr. Chertoff. In fact, it had come up in discussion on January 
8th because, as you previously told us, this memo was a distillation 
of your notes of these conversations; right? 

Mr. Ickes. Yes, and as I recall, the statute of limitations was 
being discussed at that time. 

Mr. Chertoff. So you asked for a memo on January 8th; right? 
Then it appears again on your memo of January 10th, once again, 
that you reiterate that this is one of the events, or one of the is- 
sues, where there’s a pending assignment; is that correct? 

Mr. Ickes. That’s correct. 

Mr. Chertoff. Then, as we observed earlier with respect to your 
handwritten notes on the first page of your notes on the January 
16th meeting, the subject of the statute of limitations came up at 
the meeting at Vernon Jordan’s house; is that correct? 

Mr. ICKES. According to those notes, it did. 

Mr. Chertoff. Then you, in fact, even got a memo from Mr. 
Ickes on January 17th — I’m sorry, from Mr. Eggleston to you? Mr. 
Eggleston wrote you a memo on January 17, 1994, discussing the 
statute of limitations? 

Mr. Ickes. That’s document 9908? 

Mr. Chertoff. Right. 

Mr. Ickes. Yes. 
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Mr. CHERTOFF. So we had all this attention to the statute of limi- 
tations. Now, I must ask you this. Two weeks after you got that 
memo from Mr. Eggleston, you had a meeting on February 2nd 
with Mr. Altman where we were told, 2 years ago, that the purpose 
of the meeting was to have Mr. Altman come in and brief the 
White House on the law involving the statute of limitations. 

At the time we were asking questions 2 years ago, of course, we 
didn’t have that January 17th memo. We didn’t have all these 
other notes. We were kind of groping, like blind men. 

But in any case, you were asked a question about this February 
2nd meeting by the RTC investigators. I want to give you a portion 
of your sworn deposition taken on July 15, 1994, before the Depart- 
ment of Treasury, Office of Inspector General investigators. I want 
to direct your attention to page 7. Just take a moment to find that. 

Mr. ICKES. I found it. 

Mr. Chertoff. I will read you the following questions and an- 
swers, at page 7, line 3: 

Question: Would this be February 2nd, 1994, this meeting? 

Answer: It would have been around that time. 

Question: You said Mr. McLarty was there? 

Answer: It was in his office. He was there in his office. It’s a fairly large office 
by White House standards and I recall his being near his desk at the other end of 
the room. I don’t recall his participating in the meeting and my best recollection is 
that he left his office soon after the meeting started. 

Question: So did he participate at all in the meeting? 

Answer: Not to my — not to my recollection. 

Question: What was discussed at that meeting? 

This is February 2nd, now, Mr. Ickes, 2 weeks after you got the 
memo from Eggleston, and more than 2 weeks after all these dis- 
cussions that we have in these memos have been covered. 

Answer: Mr. Altman, as I recall, raised the issue of the upcoming — the possible — 
well, not the possible, but the fact that the statute of limitations, which I knew 
nothing about at the time, of the RTC in connection with an investigation that was 
apparently being conducted by the RTC on Madison Whitewater was about to ex- 
pire. 

I want to underscore and direct your attention in particular to 
the phrase that says, “the statute of limitations, which I knew 
nothing about at the time.” I want you to compare that with the 
memo you received 2 weeks earlier, at your specific direction and 
request, that in fact stated on page 2 — Mr. Eggleston stated that 
the statute of limitations would run out on any possible tort claim 
on March 2, 1994. 

I want to ask you, Mr. Ickes, with respect to this deposition you 
gave before the RTC, were those the answers you gave to those 
questions? Is this an accurate transcription of your sworn testi- 
mony as you gave it in 1994? 

Mr. Ickes. As far as I know, sir. 

Mr. Chertoff. My time is up. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. Are we going to take a break for lunch, Mr. 
Chairman? 

The Chairman. We still have quite a few questions, but we will 
take a short lunch break and resume promptly at 2:15 p.m. 

[Whereupon, at 1:40 p.m., a lunch recess was taken, to resume 
at 2:15 p.m.] 
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AFTERNOON SESSION 

The Chairman. The Committee will come to order. 

Mr. Ben-Veniste. 

Mr. Ben-Veniste. Thank you, Mr. Chairman. 

Mr. Ickes, first let me address an issue about which much was 
made before our luncheon break. And that is the question of Mr. 
Kendall, an attorney in the private practice of the law, supplying 
a draft letter for consideration by White House Counsel regarding 
appointment or a request to the Attorney General to appoint a Spe- 
cial Counsel. First, is there any rule or regulation that you know 
of that has been recently enacted that forecloses the President or 
his Counsel from receiving advice from any nongovernment source? 

Mr. Ickes. Well, I’m not much of a lawyer, Mr. Ben-Veniste, but 
none that I know of. 

Mr. Ben-Veniste. It is kind of surprising to hear that there 
would be any suggestion that Presidents and their Counsel do not 
rely on people outside Government to provide advice and thoughts. 

Mr. ICKES. This President, and it is certainly my understanding 
historically, that other Presidents have relied on the broadest 
range of advice from both inside and outside the Government on 
the broadest range of matters. 

Mr. Ben-Veniste. So what we're reafiy talking about here is dis- 
cussions within the White House and, indeed, we've talked about 
2 weeks of intense meetings. I see meetings occurring from Janu- 
ary 4th through January 8th, and then some assignments there- 
after. I don't see where that's 2 weeks. But there are meetings in 
January that surround this question, among others, of appointment 
of an Independent Counsel. The first reaction, and we will get to 
some of the reasons for this, from the First Lady and perhaps the 
President, is an unfavorable reaction to the notion of this land of 
appointment, given the circumstances predicating or allegedly 
predicating such an appointment. 

Eventually, what happens is the President, through his Counsel, 
asks his Attorney General to appoint a Special Counsel to inves- 
tigate these matters in which the President is interested. Correct? 

Mr. Ickes. Correct. 

Mr. Ben-Veniste. This is a proposition that has been sponsored, 
among other people, by Republican leaders of the Congress, includ- 
ing the Chairman of this Committee and Senator Dole, in corre- 
spondence that we have reviewed with you. Correct? 

Mr. Ickes. Correct. 

Mr. Ben-Veniste. So that at this point, the newspapers are 
clamoring for the appointment of a Special Counsel. The Repub- 
lican leaders of the Congress are taking the same position, and now 
the President is taking the same position. The only person that we 
are hearing who is opposed to it is the Attorney General herself. 
The reason she's opposed to it are borne out by history, which is 
that no matter how terrific an appointment I make, and she made 
a terrific appointment, in my view, in Robert Fiske, a former U.S. 
Attorney from the Southern District of New York, who did an out- 
standing job during his service as Special Counsel. And her pre- 
dictions came true with the passage of the Independent Counsel 
Act by the Congress when a three-judge panel removed Mr. Fiske 
simply because Ms. Reno had appointed him. 
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Mr. Ickes. Exactly. 

Mr. Ben-Veniste. In fact, just to show that nobody is really in- 
fallible, I have an editorial from December 26, 1993, of The New 
York Times, which says: 

Ms. Reno has refused — relating to the appointment of a Special Counsel — arguing 
that any Special Prosecutor she appointed would be seen as less than ftilly inde- 
pendent. 

Nonsense. Her appointee would be perceived as independent if he or she had a 
reputation for courage, competence, and integrity. 

Well, of course, her appointment was widely hailed by Members 
and, indeed, the Chairman of this Committee and others, people re- 
spected in the legal community and in Washington as well. Yet, de- 
spite The New York Times’ prediction that it would be nonsense, 
that appointment was overturned by a special court of the U.S. 
Court of Appeals, solely on the basis of the fact that it was an ap- 
pointment made by the Attorney General. 

So let me now go again into the facts of what occurred and 
whether these documents recently obtained are indeed remarkable 
in providing information that we did not know about previously. Or 
whether, in fact, this is just more of the same information that has 
been written about for the last 2 years, at least. 

First of all, the question of whether the White House, or at least 
the senior staff, opposed the appointment of a Special Counsel, ini- 
tially, in considering the options that were available. In fact, Mrs. 
Clinton, in her press conference of April 24, 1994, was specific, was 
she not, in terms of her reaction against the appointment? 

Mr. ICKES. She was. She said, as I recall that press conference, 
that she had — and I’m paraphrasing — at the very least, very, very 
grave reservations about it. And she may have even said that she 
was opposed to it, as were other advisers to her husband. 

Mr. Ben-Veniste. What were the reasons that were given in the 
discussion in which you participated for the opposition to the ap- 
pointment of Special Counsel? 

Mr. Ickes. I think, to try to summarize, and there were a lot of 
discussions back and forth, Mr. Ben-Veniste, to summarize, I think 
there were three or four points that were made. 

Number 1, that there was no evidence of wrong-doing sufficient 
to warrant the appointment of a Special Counsel. 

Number 2, sort of a corollary to that, that if a Special Counsel 
were appointed based on mere allegations without some showing of 
wrong-doing, that it would set a bad precedent and that we would 
have Special Counsels appointed at the drop of any allegation. 

Number 3, it was the First Lady’s very strongly held view then, 
as it is now, that neither she nor the President had done anything 
wrong; and therefore, there was no reason for a Special Counsel. 
Others argued that, in the past, Special Counsels or Independent 
Counsels, had gone beyond, had taken an overlong time to carry 
out their mandate, one. Two, had gone beyond their mandate, and 
I think that Senator Dole felt very strongly on that issue and dur- 
ing 1992, had raised that on more than one occasion when the 
Independent Counsel statute was up. 

And then, finally, there was the Attorney General, who is known 
for her independence, had appointed or designated, whatever the 
right term is, several career prosecutors within the Department of 
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Justice to conduct a full-blown, as I understand it, no-holds-barred 
investigation of this situation. 

So those were the basic arguments. There may have been some 
backing and forthing, but I think that those were the basic points 
that were made. 

Mr. Ben-Veniste. And despite the initial discussions and opposi- 
tions, within a very short period of time, the determination was 
made that a request would go to the Attorney General, who had 
been extremely reluctant and perhaps had, in the words of Mr. 
Gearan, closed the door all but a crack. Maybe closed it, but not 
locked it and bolted it. That in spite of her previous announced 
views, that she should go forward an appoint the Special Counsel. 

Mr. Ickes. That’s correct. 

Mr. Ben-Veniste. Now the notion that this is new, I think, can 
be best reviewed from a standpoint of looking at the newspaper sto- 
ries from back in January 1994, when all of this occurred, and 
looking at the newspaper story from last week. We’ve taken some 
extracts out. Maybe we could put these up on the Elmo. Let’s read 
first from a story which appeared in The Washington Post. 

Senator Dodd. Can you make that clear? I can’t read it. 

Mr. Ben-Veniste. Let’s just focus in on the first two paragraphs, 
then it will be larger. This is from the January 7, 1994, Washing- 
ton Post: 

With the start of the New Year, the White House launched a major internal effort 
to fight back against mounting criticism of the way it has handled inquiries into 
President Clinton’s Arkansas land investments. A high-powered damage control 
squad was appointed, under the direction of new Deputy Chief of Staff Harold Ickes, 
and daily strategy sessions began. 

Here is the same lead paragraph from the February 16, 1996, 
Washington Post: 

Four days into the New Year of 1994, top White House aides gathered in the of- 
fice of then-Chief of Staff Thomas F. “Mack” McLarty for the first meeting of the 
“Whitewater Response Team,” created to deal with a controversy that was mush- 
rooming by the day. 

Then look at the second paragraph from the 1994 story: 

White House Chief of Staff Thomas F. “Mack” McLarty designated Ickes to lead 
the new team, composed of Bruce Lindsey, Clinton’s long-time Arkansas political 
aide, Counselor David R. Gergen, Senior Adviser George Stephanopoulos, White 
House Communications Director Mark Gearan, and outside political advisers such 
as Paul Begala and James Carville. 

And then from the story last week: 

They talked about news stories raising new allegations of financial misdeeds by 
the President and the First Lady back in Arkansas, about demands for documents 
and a Grand Jury probe. But most of all they focused on the increasing demands 
for the appointment of an Independent Counsel. David R. Gergen, the old Washing- 
ton hand among them — who had served several Administrations, including the 
Nixon White House — observed that such investigations tend to “take on a life of 
their own.” 

So the notion that there was this Response Team, the issues that 
they were covering, the fact that Mrs. Clinton opposed the appoint- 
ment of an Independent Counsel, all of that was written about 2 
years ago. It is reflected in the documents that we have from Mr. 
Gearan and from you and from other materials which we have had 
well before that. But the issue which I think Senator Dodd quite 
properly has raised here is whether there’s anything new or indeed, 
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important, for purposes of our inquiry in the materials that we 
have just received. 

Now the issue has been raised, I believe by my friend, Mr. 
Chertoff, in his questioning before the lunch break, about whether 
there was something sinister or inappropriate or untoward in a dis- 
cussion of the appointment of a Special Counsel as opposed to wait- 
ing until such point that the Independent Counsel statute might be 
enacted and then the appointment of an Independent Counsel pur- 
suant to the provisions of whatever that statute might be. Do you 
recall that discussion? 

Mr. Ickes. I recall the discussion shortly before our lunch break, 
yes. 

Mr. Ben-Veniste. Well, under those circumstances, could you re- 
late, if you will, your recollection of, rather than this hypothetical 
discussion of what might happen under a law not yet enacted, what 
were the actual realities of the circumstance and who was calling 
for the appointment of a Special Counsel back in January 1994? 

Mr. ICKES. Well, other than for the press and a number of Mem- 
bers of the Congress, there were people inside of the White House 
who felt that that was the better way to go, that ultimately, it was 
going to end up there in any case, and why not go ahead and call 
for the appointment of a Special Counsel? 

Whether or not a statute that would permit the appointment, if 
that’s the right phrase, of Independent Counsel, would be enacted 
or not and if so, when, was very much up in the air. 

And there was concern voiced by some people that if the Attorney 
General appointed a Special Counsel, would that then end up with 
that investigation starting to get underway, and then a three-judge 
court, assuming the former model was re-enacted for the Independ- 
ent Counsel, would a three-judge court then put in place a new per- 
son who would have to start the investigation, not necessarily all 
over again, but certainly pick up. 

Those were some of the arguments that were weighed back and 
forth and different people had different opinions on that, and some 
of them very strongly held opinions, as it should be when you are 
advising the President of the United States. 

Mr. Ben-Veniste. Thank you. 

Mr. Chairman, my time is up. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Mr. Ickes, are you telling us that you welcomed 
the manner in which the career prosecutors at the Justice Depart- 
ment were conducting their investigation of Madison Guaranty and 
Whitewater in December and early January of 1993 and 1994? 

Mr. ICKES. I didn’t say I welcomed it or didn’t welcome it. I said 
it was a fact that the Attorney General had designated one or more 
career prosecutors, some of them Republican of some outstanding 
note, and former U.S. Attorneys, to conduct an investigation into 
this matter. I didn’t know the scope of it or anything like that. 

Mr. Chertoff. But you were angry about it. 

Mr. Ickes. What? 

Mr. Chertoff. You didn’t like the way they were conducting the 
investigation. 

Mr. Ickes. No, that’s not true, Mr. Chertoff. 

Mr. Chertoff. Well, Mr. Gearan records 
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The Chairman. Refer to the page. 

Mr. Chertoff. It’s Mr. Gearan’s notes, S 20579. 

Mr. ICKES. 20579? 

Mr. Chertoff. Right. It’s a meeting in the Ward Room. 

The Chairman. Let’s wait until he gets it. Do you have it? 

Mr. ICKES. Bear with me one moment. I’m getting there, got it. 

Mr. Chertoff. 'Whitewater, 8 January, Ward Room. BN argue 
against Special Prosecutor.” Then there are the initials, HI, which 
Mr. Gearan has indicated is you. 

Mr. Ickes. Yes. 

Mr. CHERTOFF. “Alan Carver at DOJ, bad guy.” Why did you say 
Mr. Carver was a bad guy? 

Mr. ICKES. First of all, these are not my notes. I am not at all 
confident I said that, number one. Number two is I didn’t know Mr. 
Carver. To this date, I wouldn’t know him if he came in this hear- 
ing room, as far as I know, I have never met him. I may well have 
been saying something that I heard somebody else say. But, in any 
event, he was conducting an investigation and I had no problem 
with the investigation he was conducting. I didn’t know the limit 
of it, but the Attorney General had appointed him and he was car- 
rying on. 

Mr. Chertoff. Did you say he was a tough guy? 

Mr. Ickes. What? 

Mr. Chertoff. Did you say he was a tough guy? 

Mr. Ickes. I don’t recall saying anything about Mr. Carver be- 
cause I don’t know whether he’s a tough guy or not. It may well 
have been that I was quoting somebody else. 

Mr. Chertoff. Well, Mr. Gearan was usually accurate enough in 
most cases to even replicate the blue language. So let’s continue on 
here. 'When Kendall called, when he called on speakerphone, were 
two FBI agents and Jim Nixon.” What was that about? 

Mr. ICKES. My understanding was and, again, I do not know 
where I got this from — perhaps Mr. Kendall — that when he called 
to talk to either Mr. Carver or whoever, that either two FBI agents 
were on or that they were brought into the room while he was 
speaking to them. That was my understanding. I wasn’t there, so 
I don’t know what the facts were. 

Mr. Chertoff. But you repeated this. You repeated this in the 
meeting. 

Mr. ICKES. It appears that I may well have repeated it. 

Mr. CHERTOFF. Why did you find it worth repeating? 

Mr. Ickes. What? 

Mr. CHERTOFF. Why did you find it worth repeating? 

Mr. ICKES. Well, I think as Chairman D’Amato pointed out, that 
he might have used a little stronger language had he been on the 
phone with somebody and the Justice Department and FBI agents 
were also on the phone. 

Mr. Chertoff. Really, Mr. Ickes? You think that it’s really that 
outrageous to have a conversation if you’re a prosecutor and have 
FBI agents in on the conversation, too? 

Mr. ICKES. I didn’t say it was outrageous. I just said that strong- 
er — I’m just following Chairman D’Amato’s lead that 

Mr. Chertoff. Let’s not follow 

Mr. Ickes. Let me just finish this. 
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Mr. Chertoff. I want your opinion. 

Mr. Ickes. You asked me a question. I’m answering it. 

The Chairman. Nonresponsive. 

Mr. Ickes. I am answering it. As Chairman D’Amato said, he 
would probably have used even stronger language. 

Mr. Chertoff. We are not concerned with what anybody else 
said. Did it upset you to hear that there were two FBI agents on 
the phone, on the speakerphone in the conversation? 

Mr. Ickes. I think that if I am on the phone with somebody 
thinking that I am having a private conversation and other people 
are listening to it, I would be unhappy. 

Mr. Chertoff. You are not suggesting that what happened here 
was that the agents and Jim Nixon were on the phone unbe- 
knownst to Kendall? 

Mr. Ickes. I don’t know what they were. 

Mr. Chertoff. Then you go on to say, “Those guys are f— ing us 
blue.” What did you mean by that? 

Mr. Ickes. I think that — where are you looking now? 

Mr. Chertoff. Right in the section next to the initials HI. 

Mr. Ickes. Again, I don’t recall saying that. If I said it, it was 
that they were probably doing an effective job. 

Mr. Chertoff. That they were doing an effective job? The ex- 
pression, “f— ing us blue,” means doing an effective job? 

Mr. Ickes. Again, I don’t recall saying that. But if I said it, it’s 
probably what it meant. 

Mr. Chertoff. I mean, have you ever used the expression — I can 
only imagine what kind of conversations. Have you ever used the 
expression, “f— ing us blue,” to compliment someone on doing an ef- 
fective job? What did you mean by this? This is striking 

Mr. Ickes. I’ve testified to what I 

Senator Dodd. Mr. Chairman, this strikes me as sort of one of 
those expressions that sort of speaks for itself. 

Mr. Chertoff. But evidently, it speaks to Mr. Ickes much dif- 
ferently than it speaks to everybody else. 

Senator Dodd. All right. Let’s move on, though. This is 

Mr. Chertoff. What we’re talking about here, Mr. Ickes, is not 
your use of language, but it is an attitude that’s manifested in Mr. 
Gearan’s notes. You don’t know of any reason that Mr. Gearan had 
to lie in his notes or to mislead in his notes, do you? 

Mr. Ickes. Mr. Gearan, I don’t believe that he lied, but he took 
these notes and people hear different things at different times. 

Mr. Chertoff. Well, he was the Director of Communications, do 
you have reason to believe he was inaccurate in his ability to recall 
things or inaccurate in his ability to express himself? He’s a very 
effective communicator, isn’t he? 

Mr. ICKES. It depends on how you look at it. I think he’s quite 
effective. 

Mr. CHERTOFF. I mean, he wouldn’t have been the Director of 
Communications if he wasn’t capable of understanding and speak- 
ing English well. Right? 

Mr. Ickes. I understand, Mr. Chertoff. But taking notes, differ- 
ent people take different notes in different ways. 

Mr. Chertoff. So your testimony is that you didn’t say that 
Alan Carver at DOJ was a bad guy and you didn’t express your 
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hostility and anger at the Department of Justice in the way that 
they were conducting this investigation? 

Mr. Ickes. Mr. Chertoff, I’ve testified to what I’ve said. 

Mr. Chertoff. I don’t think you, to be quite honest with you, 
have squarely answered the question. And I want to suggest to 
you, Mr. Ickes 

Mr. ICKES. Well, Mr. Chertoff, I’ve answered the question. 

Mr. Chertoff. Let me ask you the question. 

Mr. Ickes. You may not like the answer, but I’ve answered it. 

Mr. CHERTOFF. No. I want to suggest to you, Mr. Ickes, that the 
clear and unmistakable thrust of the notes is that you were ex- 
pressing in very strong language your hostility and anger at the in- 
vestigators at the Department of Justice. 

Senator Dodd. Mr. Chairman, again 

The Chairman. Now, Senator. 

Senator Dodd. No, I’m going to object. Counsel is not a Senator. 

The Chairman. No, he’s not. 

Senator Dodd. He’s not a Senator. 

The CHAIRMAN. Well, he’s trying to get a responsive answer from 
Mr. Ickes. 

Senator Dodd. He’s not a Senator. That’s fine. 

The Chairman. That’s right, he is not, but he is our Counsel and 
I have not interrupted when you’re asking questions. 

Senator Dodd. He doesn’t editorialize. 

The Chairman. Put the light on. Mr. Ickes, are you suggesting 
that you had no feelings one way or the other way about the con- 
duct of this investigation? 

Mr. Ickes. Mr. Chairman, I didn’t know Mr. Carver. He was a 
career appointee. 

The Chairman. That’s not what I asked you. 

Mr. ICKES. Mr. Chairman. 

The Chairman. You had a meeting. 

Mr. Ickes. Do you want me to answer? 

The Chairman. At that meeting people were making their feel- 
ings known about what was taking place. I look at that meeting 
and it says — you tell me. Can you read that? “Whitewater, January 
8th.” Did you have a meeting in the Ward Room, January 8th? 

Mr. ICKES. I don’t recall. I assume we did. 

The Chairman. That is a disingenuous answer. You had a whole 
series of meetings. 

Mr. ICKES. I assume we did, Mr. Chairman. 

The Chairman. Mr. Ben-Veniste just went through a whole se- 
ries of meetings. It was public. You were the head of this team. 
You were appointed by Mr. McLarty, isn’t that true? 

Mr. Ickes. I don’t even know what date the meeting was. 

The Chairman. January 8, 1994. 

Mr. ICKES. I don’t know what date it was. I don’t know what day 
it was in the week. I assume 

The Chairman. And you don’t even know, when you say that 
someone’s “f— ing you blue” what you meant. You say that was 
complimentary, that they were doing a good job. You want the 
Committee to believe that when someone took your notes down and 
in that kind of language, given the fact that just before you called 
them bad guys, given the fact that you just explained that, and 
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now you suggest to us that you had no feelings about this, that 
they were just doing their job. Is that what you would like us to 
believe? 

Mr. Ickes. Do you want me to answer the question? 

The Chairman. Yes. 

Mr. Ickes. I think there was a concern, Mr. Chairman, on the 
part of some that FBI agents were listening in on a conversation 
with the President’s private counsel. It’s not at all clear to me that 
the private counsel knew that. You’ll have to call him about that 
and ask him about that. 

The Chairman. But you recounted this. You characterized this 
Mr. Carver who you didn’t know as a bad guy, didn’t you? 

Mr. Ickes. Those are not my notes, Mr. Chairman. 

The Chairman. I know they are not your notes, but you were at 
that meeting. You have no recollection of this meeting? This was 
an everyday occurrence? This was something that happened regu- 
larly? Were you at the meeting? 

Mr. ICKES. Are you ready for me to answer? 

The Chairman. Yes. Were you at the meeting? 

Mr. Ickes. I assume I was at the meeting. 

The Chairman. Do you recall a conversation with respect to a 
Special Prosecutor? 

Mr. ICKES. I don’t recall this particular conversation. But I have 
no reason to believe that there was not some conversation about 
the Special Prosecutor. It wasn’t a Special Prosecutor, first of all. 

The Chairman. Bernie Nussbaum argued against the appoint- 
ment of a Special Prosecutor during the meeting of January 8th. 

Mr. ICKES. I thought you were referring to Mr. Carver as the 
Special Prosecutor. 

The Chairman. No. Let’s move down to where it says HI, Harold 
Ickes; right? Mr. Gearan suggested that this reflects your state- 
ments and he said, you indicated that “Alan Carver at DOJ was 
a bad guy.” You said that at some point in time you learned about 
this phone call with people listening in. You don’t know who told 
you, but you learned about it. Is that why you characterized him 
as a bad guy? 

Mr. ICKES. I do not know if that was my characterization, Mr. 
Chairman, or whether I was repeating something that somebody 
else had said. 

The Chairman. OK. 

Mr. Ickes. Which I testified to already. 

The Chairman. Were you repeating something else when you 
said, “Those guys are f— ing us blue”? Or was that your feeling? 

Mr. Ickes. Assuming that I said that 

The Chairman. Yes. 

Mr. ICKES. — it was probably my view. 

The Chairman. Well, you are the only person at these meetings 
that ever was quoted using that expression. 

Mr. Ickes. Can I finish my answer? 

Senator Sarbanes. Well, let him finish his answer. 

Mr. Ickes. Mr. Chairman. 

The Chairman. Yes, certainly, Mr. Ickes. 

Mr. Ickes. Thank you. 

The Chairman. You’re welcome. 
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Mr. Ickes. I think the fact that FBI agents were listening in on 
a private — well, why do you find that so amusing, Mr. Chairman? 

The Chairman. You’ve told us that many times. I’m asking you 
whether you said, ‘Those guys are f-— ing us blue”? Did you say it 
or didn’t you? You think he made this up? 

Mr. Ickes. Mr. Chairman, if you think what I am saying is so 
funny 

The Chairman. I think it is disturbing. Your explanation to this 
Committee is disingenuous. 

Mr. Ickes. My explanation is my explanation, Mr. Chairman. 

The Chairman. Yes, that’s right, but it isn’t convincing. 

Mr. Ickes. You’re welcome to your view, Mr. Chairman. 

The Chairman. You come before this Committee and you want 
us to believe that when someone is quoted in this manner — and, by 
the way, only you used such expletives during these meetings. He’s 
not confusing you with someone else. You characterize people as 
doing what is reflected in the notes, but that’s a sign of admiration 
and an indication that they’re just doing their job effectively? 

Mr. Ickes. Mr. Chairman, I’ll repeat for the fourth time. I don’t 
know whether I said this or not. These are not my notes, and I 
could well have been repeating what others said. 

The Chairman. Oh, about these guys doing this in this way. 

Mr. Ickes. That’s right. 

The Chairman. OK. 

Mr. CHERTOFF. Now, Mr. Ickes, I want to direct your attention 
to the notes of Ms. Sherburne and Ms. Chestin about your con- 
versations with the President and the First Lady at the latter part 
of February or the early part of March 1994, which are S 20783, 
20784, and 20786. 

Mr. ICKES. Bear with me one moment, please. OK, I have 20783. 
Is that what you’re 

Mr. Chertoff. And 20784 and 20786. 

Mr. Ickes. Wait just a moment please. 784 and 786. OK, I have 
them. 

Mr. Chertoff. And they are two sets of notes of the same 

Senator Dodd. Mr. Chairman, can I just inquire in this? As I un- 
derstand it, just for clarity purposes, these notes are of a conversa- 
tion that Ms. Sabrin or Sabrine 

Mr. Chertoff. No. These are two sets of notes taken by Ms. 
Chestin and Ms. Sherburne, who were at the White House Coun- 
sel’s Office. 

Senator Dodd. Well, who are they talking to? 

Mr. Chertoff. My understanding is it was information conveyed 
to them by Mr. Ickes’ attorney. 

Senator Dodd. All right. That’s Ms. Sabrin; right? 

Mr. Chertoff. I don’t know which attorney it was. If it was Ms. 
Sabrin, it was Ms. Sabrin. 

Senator Dodd. Well, now, just for clarity 

The Chairman. Well, for clarity, I see Mr. Bennett is indicating 
that it was Ms. Sabrin? 

Mr. Bennett. Yes, Mr. Chairman, Sabrin works with me. 

The Chairman. OK. 

Mr. Chertoff. Well, then, it was Ms. Sabrin who conveyed this 
information on behalf of Mr. Ickes to White House Counsel’s Office 
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while they were in the course of conducting what they have testi- 
fied to was an internal review or an examination 

Senator Dodd. You’re getting ahead of me a little bit. So it’s Ms. 
Sabrin talking to Ms. Chestin. 

Mr. Chertoff. And to Ms. Sherburne. 

Senator Dodd. And Ms. Sherburne is in the room as well. 

Mr. Chertoff. And both of them record separately their notes 
of what was relayed to them on behalf of Mr. Ickes. 

Senator Dodd. But those are the only three people in the room, 
these notes. 

The Chairman. We don’t know if those are the only three people, 
but we understand who took the notes. 

Senator Dodd. OK. 

Mr. Chertoff. So, now 

Mr. BENNETT. Mr. Chairman, those were the only three. 

The Chairman. OK. 

Mr. Chertoff. Fine. 

Senator Dodd. Thank you, Mr. Chairman. 

Mr. Chertoff. By the way, Mr. Ickes, you’ll acknowledge for the 
record that Mr. Bennett and Ms. Sabrin were your attorneys dur- 
ing July 1994, with respect to this matter. Correct? 

Mr. Ickes. They were, yes. 

Mr. Chertoff. They were authorized to speak on your behalf; is 
that right? 

Mr. ICKES. They spoke on my behalf, yes. 

Mr. Chertoff. Now going to the notes, “Late February (2/26 or 
27), HI has conversation with WJC in which WJC asks lots of ques- 
tions re: RTC procedures, whether HRC and WJC exposed.” Ms. 
Chestin very similarly writes — “Late February (2/26 or 27),” pos- 
sibly, probably. “HI conversation with President who asks serious 
questions re: procedure RTC, can Rose, HRC, BC be held liable.” 
I would like to know, Mr. Ickes, what was said in this conversation 
or conversations with the President concerning RTC procedures 
and whether Rose, HRC, or BC could be held liable or exposed? 

Mr. Ickes. May I talked to my attorney for a moment, please? 

The Chairman. Certainly. 

Mr. Ickes. I’m sorry, would you repeat the question? 

Mr. Chertoff. What was said in this conversation or these con- 
versations? 

Mr. Ickes. In the conversations referred to here? 

Mr. Chertoff. Yes. 

Mr. Ickes. I don’t recall having those kinds of conversations with 
the President, as I’ve testified on innumerable occasions before. I 
did talk to the President at some point and to the First Lady at 
some point about the statute of limitations. I don’t know whether 
it was during February or whether it was during March. I don’t 
know when the conversations took place. I don’t know who was 
present. And as far as my recollection was, there was probably no 
more than one conversation with each. 

Mr. Chertoff. Did you have a conversation with the President 
about whether Mrs. Clinton and the President could be held liable? 

Mr. Ickes. Not as far as I can recall. 

Mr. Chertoff. So you dispute the accuracy of the account con- 
tained in these notes? 
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Mr. ICKES. Mr. Chertoff, I wasn't at this meeting. I don't know 
the context of the questions that were asked. All I can tell you is 
what I recall then when I testified before this Committee, both in 
deposition and before this Committee in full hearing, and what I 
have testified to on other occasions. 

Mr. Chertoff. Did you know your attorneys were going to have 
a conversation with the White House Counsel's Office in connection 
with the White House Counsel’s review? 

Mr. ICKES. I’m not sure I did. 

Mr. CHERTOFF. I think maybe we’re going to have to pursue some 
other witnesses on this, then, because I understand — well, it's in- 
teresting. I understand you essentially to be taking the position in- 
consistent with the notes. 

Let me continue. “HI asked NE to draft memo which NE did in 
12 hours.” We've already examined your prior testimony in the dep- 
osition about this memo. But I want to get to the substance here. 
Ms. Chestin also says — “HI asked NE to write memo. Did within 
12 hours.” Did you ask Neal Eggleston to write a memo about the 
RTC and the Rose Law Firm procedures, and did he do so in about 
12 hours? Is that true? 

Mr. ICKES. I think I’ve testified before, Mr. Chertoff, that I did 
ask him at some point to write a memo and he did. 

Mr. Chertoff. So you do 

Mr. Ickes. Whether it was in 12 hours or not, I don’t know. 

Mr. CHERTOFF. So you do remember asking him to write a memo 
about RTC procedures and the Rose Law Firm. 

Mr. Ickes. I do recall asking him that. 

Mr. Chertoff. And then it continues, “HI made revisions.” Now 

that’s the Sherburne version. And the Chestin 

Mr. Ickes. OK. What page are you on? 

Mr. Chertoff. I’m still on 783 going into 784. 

Mr. Ickes. OK. 

Mr. Chertoff. “HI made revisions, sends to HRC 3/1. DR, don’t 
recall discussing.” And the Chestin version is, “HI asked NE couple 
questions, follow-up points, 3/1 HRC only. No recollection discuss- 
ing with her or sending to President.” Do you remember making re- 
visions in the memo? 

Mr. ICKES. I don’t recall making revisions. I may well have, but 
I don’t recall making them. 

Mr. Chertoff. You sent it to the First Lady; right? 

Mr. ICKES. I have testified extensively, Mr. Chertoff, that I may 
well have sent a memo to the First Lady. There was a long discus- 
sion, as you know, because you have questioned me quite closely 
on this, as to whether the memo had, in fact, been sent because 
my cover memo, the so-called transmittal memo, was not nec- 
essarily, was not in the form that I typically would send a memo. 
But I don’t dispute that I may well have sent it to the First Lady. 

Mr. Chertoff. But in fact, as the notes indicate, you did send 
this memo, didn’t you? And you knew it in the summer of 1994 
that you had sent the memo. Correct? 

Mr. Ickes. Mr. Chertoff, as I say, I wasn’t in this conversation. 
Ms. Sherburne and Ms. Chestin are not my attorneys. These are 
the notes that they took. You’ll have to talk to them about that. 
I can only recall what I recall, and I’ve testified extensively to that. 
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I did not deny that I may well have sent that memo to the First 
Lady and I’ve testified about that extensively. 

Mr. Chertoff. Ms. Sherburne then goes on to say, “HRC asked 
HI a few questions. Think after received memo.” Did Mrs. Clinton 
ask you a few questions about the memo? 

Mr. Ickes. I have no recollection 

The Chairman. Tm going to ask that we curtail this. I think it's 
better that we finish a particular area, but the Minority insists on 
strictly observing the red light, so we’ll do that. I do not believe 
that’s in the best interest of moving the hearings, but we will yield. 

Senator Sarbanes. 

Senator Sarbanes. Mr. Chairman, we just have a fundamental 
difference of opinion. I think the only way we can have an orderly 
process is to follow the procedure that was laid out in the Resolu- 
tion of the Committee. Now departing from that procedure by the 
Chairman of his own volition doesn’t contribute to an orderly proc- n 
ess, and I just think we ought to just follow the process. 

The Chairman. I have not departed from my own volition and I 
have permitted extending time, nor have I even once, notwith- I 
standing that the light on a number of occasions has flashed red, 
interrupted or attempt to interrupt. But I thought that we would 
have a better flow and be able to finish this. 

However, I understand the nature of why some Members of the 
Committee may not want the details to be brought out in a manner 
in which they become more understandable. It will just take more 
time. We will be here later. It was my hope to attempt to finish * 
this at 5:00 p.m., but we’ll stay here and take whatever extra time 
it takes to finish this. 

So, Senator Sarbanes. 

Senator Sarbanes. Well, I have no problem with that. 

The Chairman. Fine. I understand. 

Senator Sarbanes. I mean, under our procedure, we can alter- 1 1 
nate back and forth with regular rounds. 

The Chairman. Right. You can continue to read anything into 
the record that has nothing to do with examining the witness or 
trying to get new facts, but just kill time so you extend it longer. 
I’m suggesting to you I believe that’s a technique that’s being used. | 

Senator Sarbanes. Well, I don’t think we have done that, Mr. 
Chairman. I have sat here for days and Mr. Chertoff has said, I 
have one more question to ask, and then have it go on for 10 or 
15 minutes. I have indicated to you on previous occasions, well be- 
fore this witness ever came, that I didn’t think that was contribut- 
ing to an orderly process in this Committee, and that all of this 
could be avoided if we simply followed the clock and the proce- 
dures. All I’m asking for is to act in accordance with the Commit- 
tee’s processes and not to depart from them. That’s all. 

Senator Dodd. 

Senator Dodd. Just maybe a quick point. I wanted to go back. 

I thought I had it in front of me here, the memo dated 1/10/94. j 
This is 20884. This is the memo that lists out the options, the sum- 
mary arguments re Whitewater. No Special Counsel is the first 
heading, and then it goes, the second page, against this position, 
and so forth. Mr. Chertoff, I think, asked a lot of questions about 
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subparagraph F on that First page. Do you have that in front of 
you, Mr. Ickes? Do you have that memo? 

Mr. Ickes. Yes. This is the one that’s captioned, “Should an Inde- 
pendent Counsel Be Requested By White House?” 

Senator Dodd. No. The one I’m looking at here is “Confidential, 
Second Draft, Summary of Arguments re Whitewater.” 

Mr. Ickes. Yes, I have it. 

Senator Dodd. What I want to get at is — this is something, this 
is a procedure not uncommon to me. We do this in our office on 
issues. I don’t presume I’m unique in this. There are matters that 
come up that are controversial and I solicit positions pro and con 
on what are the issues that could possibly come up? What are all 
the things you possibly do? 

What I’m trying to get from you, is this sort of a standard operat- 
ing procedure that you or others use at the White House on mat- 
ters of some controversy where you solicit opinion memos that 
argue for and against a position within the same memo? 

Mr. ICKES. Senator Dodd, this is a process that is used in the 
White House with respect to a vast array of issues, including 
Whitewater, as well as other substantive issues that are dealing 
with the President. I mean, we would be negligent, the staff would 
be negligent, in my view, and disserving the President if all the ar- 
guments were not laid out before him. And typically, you have peo- 
ple with very strong opinions on a variety of different subjects and 
the President solicits those opinions. He wants to hear them. That’s 
what he’s there for. 

Senator Dodd. So this is the pro and con, and the date of that 
is 1/10/94. 

Mr. Ickes. It is. 

Senator Dodd. There’s a second document that is entitled, and 
I think you started to read it, “Should an Independent Counsel Be 
• Requested by the White House?” 

Mr. Ickes. Yes. 

n Senator Dodd. The date on that I have is 1/12/94. Is that your 
)T| handwriting? 

ij Mr. ICKES. That is my handwriting, Senator, 
d Senator Dodd. Then I notice there’s a letter dated January 12, 
[r.l 1994, signed by Mr. Bernard Nussbaum to the Attorney General. 

Now the two previous memos deal with the discussion of whether 
oi or not an Independent Counsel ought to be requested. That’s on the 
oe 10th of January and on the 12th of January, 
ut Mr. Ickes. Yes. 

Senator Dodd. On the 12th of January, a letter goes from Mr. 
Nussbaum, as I read it, to the Attorney General, in fact, making 
that request, that an Independent or Special Counsel be appointed. 
Is that correct? 

Mr. Ickes. That’s correct. I don’t happen to have that in my pos- 
icl session but that’s what I read. 

I Senator Dodd. Well, the reason I raise that again, those people 
may have just dropped in and heard this lengthy discussion about 
paragraph F in a memo that lays out all the various things that 
can happen or could happen or options and so forth, and then look 
at another memo and there’s a tremendous preoccupation. 
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Within 48 hours of that, you have a letter going from the legal 
counsel to the President requesting the Special Counsel. Very little 
reference has been made of that by the Majority on this side, but 
it seems to me you need to look and say, yes, there was this debate 
going on, a discussion going on. But within 48 hours of that memo’s 
discussion, the letter goes making the request. 

I just want to make the point because sometimes you can just 
get lost in the minutia of all of this and you have to get to the bot- 
tom line of it. What happened? You had a lengthy memo, lengthy 
debate, all these notes and a lot of colorful language going back 
and forth. What happens? Forget being a lawyer. What does the 
average person say? What happens at the end of this? At the end 
of this, 48 hours later, a letter goes out saying, appoint the Special 
Counsel. That’s what happens. So all of these discussions, all of 
this debate, all of this argument goes around for several days here 
and within 48 hours, that’s what happens. Is that not the case? 

Mr. Ickes. That is exactly the case and the President instructed 
Bernie Nussbaum ask the Attorney General to appoint a Special 
Counsel. As far as I knew, at that point, she was still reluctant to, 
but ultimately did so. 

Senator Dodd. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Let me turn to page S 20579, about which 
there has been so much discussion, the notes involving the career 
Justice Department attorney who was appointed by the Attorney 
General to take over the investigation, Mr. Carver. 

Now first of all, it seems to me in listening to the discussion 
about this, that in the beginning, senior people at the White House 
expressed concern over the notion that a Special Counsel should be 
appointed, given the fact that the allegations were unsubstan- 
tiated, the Clintons hadn’t been charged with any wrong-doing, and 
the trigger mechanism, if this had been the statute, in effect, would 
not have been met. And other questions about the scope and his- 
tory about Special Counsels having been appointed before, all seem 
to militate against the appointment of a Special Counsel. 

Now much criticism has been leveled because there was concern 
about the unfettered scope of a Special Counsel and how much time 
a Special Counsel might take in conducting his or her investiga- 
tion. And all of that has been laid at your doorstep at the Adminis- 
tration for having questioned in the first place the appointment of 
a Special Counsel. 

In looking at this material, and particularly with respect to Mr. 
Carver’s notes, I shudder to think about what the reaction might 
have been if you had embraced with open arms the appointment 
of a Special Counsel because then the argument would have been 
made, oh, Mr. Carver is too tough. Let’s get the Attorney General 
to appoint somebody we like. The Attorney General can then con- 
trol that person. We would be very happy with the appointment of 
a Special Counsel. 

If the reverse position had been taken, is what I am saying, 
imagine the reaction politically now as you sit here testifying be- 
fore this Committee because Mr. Carver had been doing a tough, 
independent job. Do you see that point? 

Mr. Ickes. I understand the point. 




( 

i 

) 

i 

r 

V 




tii 

i 

<i 

k 


a 

HI 

13 


iai 

is 






S 


— 


1951 


Mr. Ben-Veniste. So that here we are sitting, considering — isn’t 
that a shame that the White House didn’t say, oh, yes, let’s get a 
Special Counsel. That would be terrific. 

If the notes had reflected all of that and the observation about 
Mr. Carver’s performance, then the argument would be made, but 
this is all a big cover-up, the appointment of Special Counsel. 

This is don’t throw me in the briar patch. We’d love a Special 
Counsel to get this tough Carver off our backs. 

Let me now go to the question of Mr. Carver and the observation 
that was made, whether it was relayed to you or someone. 

I have to tell you that, contrary to my friend, Mr. Chertoff, in 
doing this sort of trial work that involves contact with U.S. Attor- 
neys and Assistant U.S. Attorneys and FBI agents for well over 25 
years now, I have never had an instance where an Assistant U.S. 
Attorney has required FBI agents to participate in a telephone con- 
versation, lawyer to lawyer. 

So whoever made this observation, whether Carver was being 
overly cautious, or whether the agents were listening in without 
having been announced, or whether they had been listening in for 
a time and then their participation was announced as the conversa- 
tion proceeded, or any other possible combination of those possibili- 
ties, it seems to me, yes, that’s quite unusual for two lawyers talk- 
ing on the phone to then have the Government lawyer put FBI 
agents on the phone with counsel, much less Counsel to the Presi- 
dent of the United States. 

First of all, on your observation, I find that, from my own experi- 
ence, which is not insubstantial in this area, this was, indeed, an 
unusual event. 

Second, the question raised in the colorful language in which it 
was reportedly raised by Mr. Gearan, simply indicates that the 
White House recognized that the Justice Department attorneys 
handling this matter were certainly independent of the White 
House, that they were unafraid to do things the way they wanted 
to, and that they were going to have a full and independent inves- 
tigation conducted. All of which supports the notion that, in the 
first instance, the suggestion that these people were competent, ca- 
pable, and fully prepared to conduct an independent investigation 
a * without the appointment of Special Counsel, was warranted. 
s 'l Putting all these things together, as Senator Dodd has pointed 
of out, it appears to me that the discussion of the pros and cons, the 
various possibilities here, were all essentially overwhelmed by the 
lr. inevitable political reality, that under the circumstances, someone 
from outside the process was going to have to be appointed. The 
President recognized that, took the step offensively, as it was, came 
brward, and had his Counsel write a letter to a reluctant Attorney 
irall General requesting the appointment of an outside attorney to head 
on] ip this investigation. 

t of Mr. Ickes. That generally is a fair summary. 

Mr. Ben-Veniste. Senator Sarbanes, 
jngl Senator Sarbanes. Were you aware at the time — I see my time 
be* s up. I’ll wait until the next round. 

A The Chairman. Before I go to Mr. Chertoff, I’d like to make the 
observation that that was one of the most incomplete summaries 
f what took place relating to the public domain. It would lead one 
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to believe that there was not a huge clamor for the appointment 
of an Independent Counsel. It would totally eliminate the fact that 
both Senator Bradley and Senator Moynihan, had come out and 
said that an Independent Counsel should be selected. 

It would have us believe if one were to look at the notes and read 
what took place privately, that we have no idea expressed in the 
strongest of terms by numerous people, that Mr. Gearan notes that 
Mrs. Clinton was adamantly opposed. 

It had nothing to do with whether the Attorney General was for 
or against it. And yes, certainly the memoranda and documents 
Senator Dodd has pointed out are something that was not unordi- 
nary. That is something you would want to know the pros and cons 
about. I concede that. But it is an absolute contrivance to think 
that when someone expresses his opinion in such graphic and de- 
scriptive language, describing people as bad guys and saying what 
these people are really trying to do, that what that really means 
is they are doing a good job. That's just absolutely unreasonable. 
And for someone to suggest that that’s what they meant, again, 
strains credibility, it is not worthy of belief, and casts doubts on 
the rest of that person’s testimony. Now that’s my observation. 

Mr. CHERTOFF. Thank you, Mr. Chairman. 

I want to ask you with respect to this memo of March 1, that you 
passed up to the First Lady, which had attached to it this February 
28th memo by Mr. Eggleston, why did you have Mr. Eggleston 
write the memo? 

Mr. Ickes. Just bear with me a moment. You are not talking 
about my 1 March memo? 

Mr. Chertoff. With the attached February 28th analysis of the 
Rose Law Firm issues. Why did you have Mr. Eggleston write the 
memo? 

Mr. ICKES. As best I can recall, Mr. Chertoff, and I think I have 
testified to this earlier, but as best I can recall, there had been a 
report issued by the FDIC earlier in the month. Let me just check 
the date on this — yes. And there had also been a report, I think, 
issued by the RTC. Both of those reports, as I recall, dealt with the 
so-called conflict of interest between the Rose Firm, or the possible 
conflict of interest between the Rose Law Firm and Madison Guar- 
anty. Don’t hold me to this, but this is my best recollection. 

Then, as I recall, there was an article or an editorial — I forget 
which — which I think appeared in The Wall Street Journal some- 
time later in the month that I read. And I think the President may 
have read it. 

I certainly did not know all the ins and outs about it. The Presi- 
dent may have asked me some questions about it. I don’t recall. 
But based on those reports and that either editorial or newspaper 
article, I had asked Mr. Eggleston to write a memo. 

Mr. Chertoff. What questions did the President ask you? 

Mr. Ickes. I don’t recall, Mr. Chertoff. 

Mr. Chertoff. Well, did he ask you questions about whether he 
or Mrs. Clinton could be held liable? 

Mr. Ickes. I don’t recall. 

Mr. Chertoff. Did he ask you questions about whether the Rose 
Law Firm could be held liable? 

Mr. Ickes. I don’t recall. 
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Mr. Chertoff. Now with respect to this description in Ms. Sher- 
burne's notes and Ms. Chestin’s notes of their conversation with 
your lawyer, where it's stated rather positively that your lawyer 
told the two White House Counsel that you had a conversation in 
which WJC asked lots of questions about RTC procedures and 
whether HRC and WJC were exposed or could be held liable. 

Now is that the conversation or conversations that you are refer- 
ring to when you say you may have had some conversation with 
the President concerning some Wall Street Journal article? 

Mr. Ickes. You’re on page 783, Mr. Chertoff? 

Mr. Chertoff. Right. 

Mr. ICKES. Well, again, I didn’t write these notes. I don’t know 
what they’re in reference 

Mr. Chertoff. Does that refresh your memory? 

Mr. ICKES. It doesn’t refresh my memory because I wasn’t in- 
volved in this meeting. I didn’t take these notes. 

Mr. Chertoff. Mr. Ickes, you were actually supervising Ms. 
Sherburne, am I correct, at the time in July 1994? 

Mr. ICKES. Well, actually, Lloyd Cutler, I think at this time, was 
supervising Ms. Sherburne, although from the Chief of Staff’s of- 
fice, I was the point person. 

Mr. Chertoff. All right. And you didn’t come personally to be 
interviewed on this subject? You sent your lawyer instead to convey 
the facts? 

Mr. ICKES. I wasn’t interviewed by whom? 

Mr. Chertoff. In other words, were you interviewed personally 
by Ms. Sherburne and Ms. Chestin? 

Mr. Ickes. As I recall, I was because I think that Mr. Cutler was 
conducting an inquiry within the White House as to the facts and 
circumstances surrounding especially White House-Treasury con- 
tacts, as they were known. 

Mr. Chertoff. Well, how is it that it was your lawyer who was 
giving information concerning this meeting and this memorandum, 
rather than you personally? 

Mr. Ickes. How was it? 

Mr. CHERTOFF. Yes. How did it turn out to be the case that rath- 
er than coming to you and asking you these questions, Ms. Sher- 
burne and Ms. Chestin met with your lawyer instead? 

Mr. Ickes. You’ll have to ask them. 

Mr. Chertoff. You didn’t have anything to do with that? 

Mr. ICKES. I don’t recall having anything to do with it. 

Mr. Chertoff. Were you available to Ms. Sherburne and Ms. 
Chestin to answer questions? I’m just wondering. See, what’s strik- 
ing is this, Mr. Ickes. Everybody else who apparently was inter- 
viewed that I’m aware of that we received notes or documents or 
material from the White House Counsel’s Office, when we looked 
at this question last year, they went around and they interviewed 
all the other principals personally, directly. 

This is the first time I can see a situation where some of the 
facts that we’re getting in their notes, a lawyer is interposed be- 
tween them. And I’m having difficulty understanding why it is that 
the White House Counsel’s Office would settle to get the informa- 
tion through the lawyer, which now gives you the ability to argue 
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to us that somehow, you’re not to be held responsible because you 
weren’t there. 

Do you follow what I’m saying? I’m wondering whether that’s an 
unusual set-up for conducting an investigation, to give someone the 
ability to have a conduit so that they can step away if they have 
to or distance themselves. Do you know of anybody else who had 
that arrangement? 

Mr. ICKES. Wait a minute. You’ve asked a lot of questions here. 
Do you want to start them one by one? 

Mr. Chertoff. How is it that you wound up having your lawyer 
convey this information rather than you, personally? 

Mr. Ickes. I didn’t have my lawyer convey it. And I was inter- 
viewed personally by Ms. Sherburne and Ms. Chestin. 

Mr. Chertoff. Did they ask you questions about this? 

Mr. Ickes. I don’t recall. 

Mr. CHERTOFF. Do we have those notes, do you know? I’m going 
to ask Ms. Sherburne, do we have those notes? 

Ms. Sherburne. We reviewed those notes, Mike, in the fall. 

Mr. CHERTOFF. Well, I don’t want to put you 

Ms. Sherburne. Those are notes that we talked about. The pas- 
sages that you were interested in were called after your own review 
of all the notes, including the notes of our interview with Mr. Ickes, 
you identified the passages of our notes with Ms. Sabrin. We inter- 
viewed Ms. Sabrin because at the time Mr. Ickes was unavailable 
and we were proceeding with our inquiry at that time. You’ve only 
identified Ms. Sabrin 

Mr. Chertoff. OK. Fine. So now, why were you unavailable, Mr. 
Ickes? What was the source of the unavailability at this time? See, 
my question 

Mr. Ickes. Do you want me to answer the question or are you 
going to go on? 

Mr. Chertoff. In what way were you unavailable during July 
and August of 1994, to be asked questions directly? 

Mr. ICKES. Mr. Chertoff, I don’t know what day it was. I may 
have been out of town. I travel with the President a lot. They may 
have decided that — I don’t know what the facts and circumstances 
are. You’re asking about something I have no idea about. All I do 
know is the following — that I distinctly recall being interviewed by 
Ms. Sherburne and Ms. Chestin. 

Mr. Chertoff. But these questions were asked not in that inter- 
view, but in a subsequent occasion to your lawyer. 

Mr. Ickes. I don’t know whether it was prior or subsequent. All 
I know is that they were asked of my lawyer. 

Mr. Chertoff. And you have no reason, by the way, to believe 
that your lawyer would have been attempting to mislead or would 
have been inaccurate in any way in conveying the information that 
she was conveying; right? So far as you know. 

Mr. Ickes. I don’t know what information she conveyed. Some- 
body else took these notes. I wasn’t present, and I don’t know the 
context. 

Mr. Chertoff. Now did you become aware — I take it that you 
familiarized 

The Chairman. At this point in time, because I have difficulty 
in following this, Ms. Sherburne, we will send you a letter. I am 
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not suggesting that you or the White House in connection with this 
matter, have improperly withheld notes. As you indicated, Counsel 
saw them, did not make a request. I’m going to make a specific re- 
quest for those notes, the interview that you conducted with Mr. 
Ickes. So would you make those available to us, please? 

Ms. Sherburne. Senator, I’d be happy to make them available. 

The Chairman. Thank you. 

Ms. Sherburne. I think the reason that Mr. Chertoff didn’t re- 
quest them is because we didn’t question Mr. Ickes on this subject 
in that interview. We frankly didn’t see its relevance or meaning 
to the inquiry, and we didn’t pursue it. 

Mr. CHERTOFF. Well, since it came up later and it wasn’t done 
directly, I think it’s interesting that it was done in a way that ap- 
parently allows Mr. Ickes now to distance himself. But I don’t want 
to stick on this point. 

Ms. SHERBURNE. The interview with Ms. Sabrin occurred first. 
Mr. Ickes’ interview was following that. 

Mr. CHERTOFF. Well, I don’t want to start your examination now, 
Ms. Sherburne. 

Senator Sarbanes. Ms. Sherburne, what was the order of those 
interviews, again? 

Ms. Sherburne. The first interview was with Ms. Sabrin. 

Senator Sarbanes. All right. 

Ms. Sherburne. If you’ll remember, in July 1994, we had a very 
compressed time period in which to conduct these interviews. So we 
were trying to schedule them. Mr. Ickes’ schedule was not — it was 
difficult coordinating his schedule with our interview schedule. And 
so, in order to get the information we needed, we spoke to his law- 
yer. Then later, when he became available, we interviewed 

Senator Sarbanes. And you interviewed him directly, though. 

Ms. Sherburne. That is correct. 

Mr. Chertoff. Ms. Sherburne, I take it you had no reason to be- 
lieve that what Ms. Sabrin was telling you was inaccurate. Right? 

Ms. Sherburne. We were asking Ms. Sabrin questions and I had 
reason to believe that she was reviewing information she had col- 
lected from a variety of sources. I don’t know what her source of 
information was for this sort of thing. 

Mr. Chertoff. Well, I don’t want to 

Mr. Bennett. Mr. Chairman, since we’ve been in this 

The Chairman. Yes, counsel? Right. 

Mr. Bennett. Could I just take 30 seconds? 

The Chairman. Certainly. 

Mr. Bennett. I appreciate it, Mr. Chairman. 

The Chairman. Why don’t you sit at 

Senator Dodd. Use the microphone. 

Mr. Bennett. I do appreciate it. But I do think that it’s of inter- 
est to the Committee to clarify. 

The Chairman. Sure. 

Mr. Bennett. First of all, Ms. Sabrin was never interviewed at 
all. It was simply a conversation that White House Counsel talked 
to Ms. Sabrin of my office. I should state for the record that we 
never authorized Ms. Sherburne or anyone else in the White House 
and, frankly, we’re quite surprised that conversations between law- 
yers would be provided. But it has been provided. I only say that 
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because I think the record should be complete. But there was no 
interview of us and there was no effort on our part to insulate Mr. 
Ickes in any way. He’s always been available and has fully an- 
swered the questions to the best of his ability. 

Thank you. 

Mr. CHERTOFF. Well, I will tell you, because this issue is going 
to come up later, I guess we will have to try to track down what 
appear to be very clear recollections that are being conveyed at a 
point in time in one location 

The Chairman. Please sit down, Mr. Ickes. 

Mr. CHERTOFF. — whereas, in another location, namely, in a Sen- 
ate deposition, we’re getting a much different degree of recollection. 
But I don’t want to spend the time quarreling about it. We can ad- 
dress that at another point. 

I want to ask you, Mr. Ickes, whether in January and February 
of 1994, you became aware from learning the facts as they per- 
tained either to the Rose Law Firm conflict of interest issue or to 
any other aspect of Madison, that a man by the name of Seth Ward 
was one of the individuals whose name came up in this Madison 
Rose Law Firm set of issues? 

Mr. Ickes. During what period of time? 

Mr. CHERTOFF. January and February of 1994? 

Mr. Ickes. I can’t say as a fact. I assume so. It’s a name that’s 
certainly familiar to me and it may well have come up during that 
period of time. 

Mr. CHERTOFF. He, in fact, had been your client when you were 
in private practice. Correct? 

Mr. Ickes. In what respect? 

Mr. CHERTOFF. Well, was there a company named POM, that you 
did legal work for when you were in private practice? 

Mr. Ickes. I did. For a very short period of time, I did represent 
POM. 

Mr. CHERTOFF. Did he have any kind of relationship with POM? 

Mr. Ickes. I know what I read in the papers, that he did appar- 
ently have some relationship with POM. I do not think at the time, 
I’m not positive of this — this was a long time ago, so you’re taxing 
a frail memory — that he — POM was referred to me by Mrs. Clinton. 
It is or was at that time, in the mid-1980’s, a maker of parking me- 
ters, I think one of the largest in the country. 

Mrs. Clinton asked me to represent them in connection with 
some work in New York. It was a very, very short representation 
in terms of time and modest beyond belief in terms of fees. I am 
not at all sure that I knew at that time — I’m not saying I didn’t — 
but I’m not at all sure that I knew at that time that Seth Ward 
was connected with it. 

Mr. CHERTOFF. The issue of POM, didn’t it in fact come up in the 
whole set of questions raised about whether there was a conflict of 
interest with the Rose Law Firm? 

Mr. Ickes. It may have. I don’t recall, but it may well have. 

Mr. CHERTOFF. Was there a point where you yourself wondered 
whether you were the appropriate person to be involved in dealing 
with this issue of Rose Law Firm conflicts or Whitewater, when 
you became aware of the fact that POM and Mrs. Clinton and the 
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Rose Law Firm’s representation of POM, had in fact become part 
of what was being looked at by the RTC and FDIC? 

Mr. ICKES. It may well have been. As I sit here today, I have no 
recollection of that, Mr. Chertoff. But I’m not saying that it didn’t 
come up. 

Mr. Chertoff. Well, when was the period of time that you rep- 
resented POM? 

Mr. ICKES. As I recall, it was in the mid-1980’s. I’m not positive 
of that, but I think it was in the mid-1980’s. 

Mr. Chertoff. And that was referred to you by Mrs. Clinton? 

Mr. Ickes. It was referred to me by Mrs. Clinton, or let me try 
to be more precise. It was referred to me either by Mrs. Clinton or 
by somebody in her law firm who used her name. I don’t recall ex- 
actly which. 

Mr. CHERTOFF. Now did you have discussion with the First Lady 
concerning the RTC or FDIC investigations which you testified ear- 
lier were the background against which you had Mr. Eggleston pre- 
pare this February 28th memo? 

Mr. Ickes. Did I discuss the investigations? 

Mr. Chertoff. Yes. 

Mr. ICKES. Or the FDIC and the RTC investigations? 

Mr. CHERTOFF. Did you discuss the reports with her? The reports 
were transmitted up the line attached to your transmittal letter 
and Mr. Eggleston’s memo. 

Mr. Ickes. Right. 

Mr. Chertoff. In fact, the very first paragraph of your March 
1st transmittal memo talks about the attachment of the FDIC re- 
port and the RTC report. Did you discuss these reports with Mrs. 
Clinton? 

Mr. ICKES. I don’t recall discussing. I may well have, but I don’t 
recall discussing the reports with her. 

Mr. Chertoff. Did you review the reports in order to be pre- 
pared to discuss it with her? 

Mr. ICKES. I think I reviewed the reports. I do not recall review- 
ing them in order to have a conversation with her about them. I 
may well have had a conversation. I don’t recall having one, how- 
ever. 

Mr. Chertoff. Did you review them in order to be prepared to 
have a conversation with her? 

Mr. ICKES. No. I think I’ve just said that I did not. 

Mr. Chertoff. I want to turn your attention now to the Gearan 
notes. Before I move into this section, why don’t I wait until I get 
a fresh 10 minutes. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. Carol. 
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OPENING COMMENTS OF SENATOR CAROL MOSELEY-BRAUN 

Senator Moseley-Braun. Thank you, Mr. Chairman. 

I would like to ask a question. And I don’t know if it’s appro- 
priate to ask the question of the witness or of the Chair. But when 
I was home this last weekend, one of the things that people would 
ask me most about is how much is this costing the taxpayers and 
how much money is involved in this whole effort? And we know 
from just the kind of compilation of materials by this Committee, 
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weVe already spent of official Government money about $30 million 
on these hearings. 

The Chairman. No, not on these hearings. 

Senator Moseley-Braun. Fm sorry. On this issue, the total. 
Independent Counsel, $23 million 

The Chairman. Yes. But with respect to the Committee, our au- 
thorization, and we have not exceeded that, is about $900,000 that 
we have spent to date. Our total authorization 

Senator Moseley-Braun. $1.3 million, $1,350,000 for the Sen- 
ate? 

The Chairman, No. I think it was $950,000. 

Senator Sarbanes. We spent $400,000 in the previous Congress. 

Senator Moseley-Braun. Right. 

Senator Sarbanes. Then another $950,000 in this Congress. 

Senator Moseley-Braun. $1.3 million. 

The Chairman. $1.3 million. 

Senator Moseley-Braun. Then the Pillsbury Report was about 
$3.6 million. 

The Chairman. Well, that was not this Committee. 

Senator Moseley-Braun. I understand. 

The Chairman. You have to be careful because 

Senator Moseley-Braun. I understand, and I am going some- 
where else. 

The Chairman. Certainly. 

Senator Moseley-Braun. And $24 million for the Independent 
Counsel. But the thing that really got me, Mr. Chairman, and I 
have a specific question to ask about this, this fundraising letter 
from Citizens United is a fundraising letter from the people that 
put out the Willie Horton campaigns, which is bad enough. But 
what really distresses me, Mr. Chairman, is that it refers to a 
member of the Senate staff working on this Committee, as a, “top 
investigator,” for this fundraising group. 

It say, “our top investigator is on the inside working on this 
Committee.” Then it goes on — wait, let me find that part — “our 
Citizens United investigators,” again referring to investigators, “in 
Washington have run out of funds and must pay their expenses. So 
if there's any way you can please send some money. A major dona- 
tion of $100, $250, $500, or $1,000 would be a blow to the White 
House,” et cetera. 

Now, my question is do we have members working for this Com- 
mittee that are getting paid or somehow being supported by this 
fundraising group? 

The Chairman. The first I heard of this was earlier today, even 
of this letter. But I do believe that my colleague is correct in rais- 
ing the question whether any Members of this Committee or any 
who have access and who are working on behalf of Senators to the 
Committee, have any outside employment with this group or any 
other groups. And I will ascertain whether that is the case. I do 
not believe it's the case, but I will look into it. 

Senator Moseley-Braun. Well, I'd like 

The Chairman. No, I'll ask. 

Senator Moseley-Braun. I'd like the letter to go into the record, 
Mr. Chairman, or the fundraising letter, because it's 4 pages. But 
I call your attention particularly on the first page, very clear — our 
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top investigator is on the inside directing the probe. Now that's 
very serious business, Mr. Chairman. I have to believe that if not 
only taxpayer dollars are going for this, but we have outside groups 
out fundraising based on having people on the inside of this Com- 
mittee involved with this, we have another set of major problems 
that I think warrant your looking into. 

So I would very much appreciate 

The Chairman. Senator, I have just made inquiry. But I will get 
it in writing so that, for the record, we can indicate what the em- 
ployment status is of the individual raised. But I've been informed 
by a staffer — I just raised the question — that the individual men- 
tioned does not and is not employed and receives no compensation 
from this group. 

Senator Moseley-Braun. I would very much like you to look into 
that, if you would. 

The Chairman. Yes, certainly. 

Senator Moseley-Braun. I look forward to your response. I 
would like this fundraising business to go into the mail. It's really 
scurrilous, in my opinion. But the idea 

The CHAIRMAN. Well, if you notice, and I mentioned before that 
they attack just about everything that moves in order to raise 
funds. That’s not unusual. 

Senator Moseley-Braun. Yes, I understand. 

The Chairman. The Chairman himself also has been attacked. 

Senator Moseley-Braun. The real issue of concern is whether or 
not this fundraising group has somebody, “on the inside directing 
the probe.” 

The Chairman. Certainly. 

Senator Moseley-Braun. And so if you would look into that, I 
would appreciate it. I’ll yield the rest of my time back to Senator 
Sarbanes or to Mr. Ben-Veniste. 

Senator Sarbanes. Mr. Chairman, in the course of ascertaining 
the employment status, I think we also need to ascertain whether 
there’s any relationship there that would enable this group to make 
this assertion in this fundraising letter on the basis of some con- 
nection with a staff member of the Committee. 

The Chairman. Well, Senator, on its face 

Senator Sarbanes. No, let me finish, Mr. Chairman. 

The Chairman. Certainly. 

Senator Sarbanes. The treatment of you in the fundraising let- 
ter is 180-degrees different than the treatment of the staff member. 
They’re focusing on you for people to direct these petitions to you 
and also, at the same time, they tell them, don’t just do the peti- 
tion. Send us money. So they have this set-up here where they sign 
a petition that they send in to them, which is then, I think, to be 
transmitted to you, and at the same time, they’re to make a con- 
tribution. But the use of the staff person is asserting that they 
have an inside into the investigation that’s taking place here. 
Senator Moseley-Braun. Directing the investigation. 

Senator Sarbanes. Pardon? 

Senator Moseley-Braun. Directing the investigation. 

The Chairman. Well, we know that’s not true. I mean, that’s just 
lot true. 
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Senator Sarbanes. But that's the assertion, and they are using 
that, obviously, as a basis for their fundraising. Now they may be 
completely misstating things, but I think it's important to look into 
them in order to ascertain what the situation is. It's made more 
complicated because it is my understanding that Mr. Bossie did 
have a relationship with this organization over quite a period of 
time and was a very important and essential part of its function- 
ing. So I think there is something that needs to be examined here. 

Senator Moseley-Braun. Again, I yield the rest of my time to 
Mr. Ben-Veniste. 

Thank you. 

The Chairman. First, I make the observation again that I have 
ascertained that the staffer no longer has a relationship, nor did 
he ever have a relationship once he terminated with that group. 

Second, as it relates to the claims made by the group, there are 
groups that make claims every day. I don't think the Committee 
can or should be in the position of attempting to ascertain the reli- 
ability of the claims that various groups make, or the accuracy of 
their statements. 

Certainly, as it relates to whether somebody is employed, that is 
absolutely something that we will do. I've learned again that that 
person — and I've learned it verbally — has no connection with this 
particular group at this time. But I will get that in writing with 
definiteness and make it part of the record and submit it 

Senator Dodd. Mr. Chairman. 

Senator Sarbanes. Mr. Chairman. 

Senator Dodd. If I might inquire as well on this point. We've had 
a couple of occasions when — because we have a lot of sensitive ma- 
terial that Counsel has to deal with. It’s a question, too, whether 
or not anybody has access to that information and then shares that 
information. 

I think that, because of the prior relationship and given the very 
public nature of this fundraising request and the particular note of 
the relationship, there have been instances where we have seen 
leaks and so forth. 

The Chairman has been very firm on the issue, and I commend 
him for it, on warning people about what happens if they're caught 
releasing or giving out information. And I realize that the most im- 
portant one would be whether or not you have a financial relation- 
ship. But I would respectfully inquire as to whether or not any in- 
formation gets shared. 

Given the previous history here, that becomes a means by which 
information is then pumped into a letter and becomes part of the 
fundraising technique as well. 

The Chairman. Well, let me say that I will make it a point to 
ascertain whether information, nonpublic information, has been 
shared and we will make it a point, and I think we've said this to 
all of our staffers, that we expect nonpublic information not to be 
shared with anyone. 

Senator Dodd. You've been very good on that. Appreciate it. 

The Chairman. We have been pretty fortunate. There have been 
some unfortunate slips. I think sometimes people try to curry favor 
with one another. But I think, basically, the Committee staff has 
done a good job on both sides. 
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I will now recognize Mr. Chertoff. 

Senator Moseley-Braun. Mr. Chairman, no, no. Please, if I may, 
before you go to Mr. Chertoff. 

The Chairman. Certainly. 

Senator Moseley-Braun. I understand this is the Senate and we 
say nice things and call each other, my friend, as we say nasty 
things about each other sometimes. But the fact of the matter is 
that this is a very serious statement. It’s a very serious statement 
that goes to the heart of this body. 

I am very concerned, not only about the remuneration, which is 
more than just a salary, but this statement is that this group’s top 
investigator is on the inside. Now, I think we have to look at the 
relationship issue here as well. 

The Chairman. I said we would. 

Senator Moseley-Braun. We know we have had problems with 
leaks and the like. But leaks — obviously, if an outside group’s top 
investigator is on the inside, it kind of goes without saying that 
that’s probably where some of the leaks come from. But the point 
I think is that it undermines all the other good work of the other 
good staff, people who are trying to do their job and trying to be 
faithful to their responsibilities to the Senate and to this Commit- 
tee, if we have someone who can be, even in any stretch of the 
imagination, described by an inflammatory group or an inflam- 
matory statement by a group like this, as our top investigator, on 
the inside. 

That’s very troubling to me. And I would very much like you to, 
when you ask the question, you probe as much as you can into the 
nature of the relationship, if the relationship has terminated, when 
it terminated, what was the relationship before, whether or not the 
Members of this Committee knew about that relationship before 
this individual started working on the inside. I think those are very 
pertinent questions to an issue that we have spent this much time 
and money getting at. 

The Chairman. Let me say that I will take the Senator’s ques- 
tions that you want answered and they will be asked exactly in the 
manner that you have just enunciated. So I’m not going to attempt 
to repeat verbatim. But I’m going to take that from the record and 
this way we’ll have that. 

I will note for the record, though, that the individual in question, 
I have been informed, has terminated his relationship prior to com- 
ing to work for one of the Senators on this Committee, does not 
work, per se, for the Special Committee, but works for one of the 
Senators. He’s on his personal staff. I think that’s an important 
point to make. But I also believe that the questions put forth by 
the Senator are important to ascertain. We will ascertain them. 

Senator Moseley-Braun. But, Mr. Chairman, if he is on the 
Federal payroll, he can’t be described as a top investigator for this 
group that’s asking people to send in $1,000. 

The Chairman. You know, Senator, now we’re trying to evaluate 
the validity of their remarks. I don’t believe they’re accurate. 

Senator Moseley-Braun. Well, we can get the validity from the 
statement that you’re going to get. 

The Chairman. I’m going to do that. 

Senator Moseley-Braun. And I believe you are. Thank you. 
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The Chairman. I’m going to do that. I’m going to ask exactly the 
questions that you put forth in terms of what was the relationship, 
has it been terminated, when was it terminated, and we’ll get an 
answer for the Committee. The Committee is entitled to that. 

Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Mr. Ickes, I want to ask you, before we resume with what we 
have been talking about, since we have you here, your name crops 
up as someone who may have been in the residence during the pe- 
riod of the latter part of July 1995, into the middle part of August, 
1995. So I am going to ask you a question that we have asked 
other people. Have you ever been in a room which is described as 
the Book Room on the third floor of the residence? Namely, a loca- 
tion in which there are books, gifts, and other things of that sort? 
And I will confine myself to the time period to include July and Au- 
gust, 1995. 

Mr. Ickes. The answer is no. 

Mr. CHERTOFF. Have you, before January 4, 1996, seen these bill- 
ing records of the Rose Law Firm? And I’ll send them down to you 
to look at. For the record, these are the billing records which were 
furnished to the Committee in early January of this year. 

Mr. Ickes. Mr. Chertoff, I don’t recall ever seeing these before. 
Unless one was printed in a newspaper 

Mr. Chertoff. But putting aside the newspapers. 

Mr. Ickes. Yes. I don’t recall ever seeing those before. 

Mr. Chertoff. Do you have any knowledge about how billing 
records came to be, putting aside what you have read in the papers 
or heard on the media, do you have any knowledge of how the bill- 
ing records came to in the Book Room in the summer of 1995? 

Mr. Ickes. I have no knowledge. 

Mr. CHERTOFF. Now let me direct your attention, Mr. Ickes, to 
the notes that Mr. Gearan made, in particular, of a meeting on 
January 7, 1994, which are contained, in particular, on pages 
20576 and 20577. 

Mr. Ickes. OK. I have those, Mr. Chertoff. 

Mr. Chertoff. Now to just set the context, on 20576, attributed 
to you is the statement, “Beverly Bassett is so f— ing important, if 
we f— this up, we’re done.” Do you dispute that you made that 
statement? 

Mr. Ickes. I don’t recall making the statement. On the other 
hand, this is what Mr. Gearan’s notes show. 

Mr. Chertoff. Do you agree that you believed at the time in 
substance that “Beverly Bassett was f— ing important, if we f— 
this up, we’re done”? Does that reflect the sentiment or belief you 
had at that period of time when you were having discussions with 
the Whitewater Response Team? 

Mr. Ickes. As I sit here today, Mr. Chertoff, L don’t recall having 
those sentiments. I do concede or I agree that she was important 
because we were being asked a lot of questions by reporters about 
her. There were editorials about her. So the fact is that since she 
was being talked about in the press, we were being peppered by 
the press with questions, she was important. 

Mr. Chertoff. Now then, on the next page, still attributed to 
you — and the way Mr. Gearan organizes his notes, there’s an attri- 
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bution and a dash and then text. On this last page, there’s an attri- 
bution to you and a dash and then the next attribution is at the 
bottom, Quinn dash arm’s length. Did Mr. Quinn attend these 
meetings of the Whitewater Response Team? 

Mr. Ickes. Not that I recall. I’m not saying that he didn’t, but 
I literally have no recollection of his attending those. 

Mr. Chertoff. Focusing on what’s attributed to you, it indicates, 
we can’t send PB, BL, MW. It will come out. I take it your position 
at the meetings was that you didn’t want to have someone from the 
White House or someone closely associated with the White House 
going down to talk to Ms. Bassett because it would come out and 
be embarrassing in some way? 

Mr. ICKES. As I’ve testified before, Mr. Chertoff, earlier today, my 
concern was that there was nothing illegal with anyone contacting 
Ms. Bassett, but if somebody from the White House did contact her, 
it could be used politically or from a public relations point of view 
in a very adverse way. 

Mr. Chertoff. How would it be adverse? 

Mr. Ickes. What? 

Mr. Chertoff. How would it be adverse? 

Mr. ICKES. Because people would say — my concern was that some 
people could say that these contacts for the purpose of trying to in- 
fluence her. Influence her in what way? Who knows? I mean, what 
she had said was she had told the truth, as far as we knew, that 
she had done nothing wrong, notwithstanding the allegations that 
were being raised in editorials in December 1993 and early 1994. 
But it was my view, better not to have somebody from the White 
House go and contact her. 

Mr. Chertoff. So your belief was that if someone from the 
White House were in touch with her or were known to be in touch 
with her, that could create an appearance that there was an effort 
to influence her. Is that your basic thrust? 

Mr. ICKES. I was concerned that some people could raise that as 
an issue. 

Mr. Chertoff. So your position, then, was no one acting on be- 
half of the White House ought to try to contact her. 

Mr. ICKES. I thought it was the better part of discretion not to. 

Mr. Chertoff. But then the conversation goes on to say, item by 
item, make sure her story is OK. What does that mean? What does 
that refer to? 

Mr. Ickes. Well, again, I didn’t write those words, Mr. Chertoff. 
As I’ve testified before today, we wanted to make, we were being 
asked a lot of questions about her and her decisions or rulings, 
whatever one wants to call them. 

Major newspapers were raising serious questions as to whether 
there had been arm’s-length treatment by her with respect to 
Madison Guaranty, especially since Mrs. Clinton’s law firm was 
then representing Madison Guaranty. We wanted to make sure 
that we knew what the facts were to the extent possible. I think 
that Mr. Siewert’s memorandum is evidence of that. 

Mr. Chertoff. Then there’s a notation of make sure her story’s 
OK. There’s a list of three possible people — Tisdale in Lindsey firm, 
Skip, and PB friend New York lawyer. Is it your testimony that 
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those were people who were going to make sure her story was le- 
gally correct? 

Mr. Ickes. No, that’s not my testimony. In fact, I’ve testified just 
to the opposite earlier today. 

Mr. Chertoff. What was their job? 

Mr. Ickes. What? 

Mr. Chertoff. What was their function going to be? 

Mr. ICKES. I don’t know what their function was going to be. As 
I testified earlier today, Mr. Chertoff, I don’t know whether I raised 
those names or whether other people raised those names. There 
were a number of people in these meetings and I suspect that 
other — first of all, I didn’t write this. Second of all, other people 
may well have raised these as names as people who might possibly 
contact her. 

Mr. Chertoff. For what reason? 

Mr. Ickes. What? 

Mr. Chertoff. For what reason? 

Mr. Ickes. We wanted to find out as much information as pos- 
sible, Mr. Chertoff. There was nothing illegal in contacting her and 
we wanted to find out as much information as possible about the 
facts and circumstances. The fact that the Siewert memorandum is 
evidence of that 

Mr. Chertoff. Wait a minute, Mr. Ickes. You’re straying outside 
the bounds of the question. The question is really very simple. Your 
testimony is you take the position no one ought to contact her be- 
cause it could create an appearance problem with some people. But 
then in the same conversation, the issue arises of alternative peo- 
ple who might contact her. And the only difference seems to be 
whether they’re people who are obviously affiliated with the White 
House or whether they’re people whose affiliation with the White 
House is remote and might not be detected. 

Mr. Ickes. Mr. Chertoff, I don’t know who raised those names. 
I didn’t take those notes. It’s not at all clear to me that I raised 
those names. Others may have raised them. 

Mr. Chertoff. Do you think you didn’t hear this part of the con- 
versation? 

Mr. Ickes. What? 

Mr. Chertoff. Do you think you didn’t hear this part of the con- 
versation? 

Mr. Ickes. I don’t know whether I heard this part of the conver- 
sation or not. All I’m telling you is that I didn’t take those notes. 
I don’t know whether I raised those names or not. There were a 
number of other people in the room. 

Mr. Chertoff. Did you chime in when someone said, well, let’s 
send somebody from Arkansas to talk to her? 

Mr. Ickes. I think my general position was better not to have 
people contact Ms. Bassett. 

Mr. Chertoff. In fact, Mr. Rutherford did contact Ms. Bassett; 
is that right? 

Mr. Ickes. According to this newspaper article, apparently, he 
did. 

Mr. Chertoff. And your testimony 
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Mr. Ickes. But I point out that they live in the same town, they 
live in the same State, and I suspect that they’ve known each other 
for many, many, many, many years. 

Mr. Chertoff. Your testimony is that you were unaware of that? 

Mr. ICKES. To the best of my recollection, I will testify to the best 
of my recollection as I sit here today. I was unaware of it. 

Mr. Chertoff. Mr. Tisdale contacted her and you were unaware 
of that, too? 

Mr. Ickes. To the best of my recollection as I sit here today. 

Mr. Chertoff. PB is that Paul Begala, or in this context, is it 
Paul Berry? 

Mr. Ickes. Paul, who? 

Mr. Chertoff. Berry — B-e-r-r-y. 

Mr. ICKES. I don’t recognize the latter name. It could be either 
one. I don’t recognize Paul Berry’s name. 

Mr. Chertoff. Berry — B-e-r-r-y. 

Mr. Ickes. B-e-r-r-y? 

Mr. Chertoff. Yes. 

Mr. Ickes. I don’t recognize that name. But it could be Paul 
Begala. 

Mr. CHERTOFF. You don’t recognize Paul Berry to be someone 
who has known the President for a long time from back in Arkan- 
sas? 

Mr. Ickes. I do not recognize the name, Mr. Chertoff. 

Mr. Chertoff. Were you present in the White House when Ms. 
Bassett was a visitor there in January 1994, would have been in- 
vited to attend a movie screening? 

Mr. Ickes. Was I present in the White House? 

Mr. Chertoff. Yes. 

Mr. Ickes. I was employed by the White House. 

Mr. Chertoff. Were you present with her or were you aware of 
the fact that she was at the White House in January 1994, attend- 
ing a movie screening with the President? 

Mr. Ickes. At the time? 

Mr. Chertoff. Yes, at the time. 

Mr. Ickes. Not that I recall. I do not think that I was aware that 
she was here. 

Mr. Chertoff. Did you become aware of it afterwards? 

Mr. Ickes. I don’t recall becoming aware. I may well have. 

Mr. Chertoff. The next page of the notes is a conversation the 
next day. And you report 

Mr. Ickes. You’re on what page? I’m sorry. 

Mr. Chertoff. I’m on 20578. 

Mr. Ickes. OK. 

The Chairman. “7 January, Mack’s office, Whitewater, attributed 
to you. To try to reopen it is impossible. POTUS can’t. Staff can’t. 
Christopher to talk to FLOTUS. Bob Barnett.” POTUS is the Presi- 
dent of the United States, in the typical vernacular of the White 
House? 

Mr. Ickes. Yes. Yes, that’s the vernacular. 

Mr. Chertoff. FLOTUS is the First Lady of the United States? 

Mr. Ickes. Yes, that’s correct. 

Mr. Chertoff. You reported to the people in the Whitewater Re- 
sponse Team on this date that, at least as of this point in time, it 
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was impossible to reopen the question of an Independent Counsel 
with the First Lady. Is that correct? 

Mr. ICKES. I wouldn’t say I reported that. Again, these are not 
my notes. These are not in quotes. These are characterizations and 
notes taken by Mr. Gearan. But there is no question that at that 
time the First Lady had extraordinarily grave reservations about 
the appointment of a Special Counsel for the reasons that Tve al- 
ready articulated. And I think it is fair to say that the President 
shared to some extent in that view. 

Mr. Chertoff. The note indicates, though, that the President 
himself couldn’t reopen the issue with the First Lady. Is that true? 

Mr. ICKES. Well, again, I don’t recall saying that. That’s Mr. 
Gearan’s notes. 

Mr. Chertoff. Is it true? Is that in fact the case? 

Mr. ICKES. Is what true? 

Mr. Chertoff. That the President, at least as of January 7th, 
was himself unable to reopen this question of the Independent 
Counsel, the Special Counsel, with the First Lady? 

Mr. Ickes. First of all, I don’t know, number one. 

Mr. Chertoff. You don’t know. 

Mr. Ickes. Number two is that he is the President and he was 
the one who ultimately instructed his Counsel, Bernard Nussbaum, 
to ask the Attorney General to appoint a Special Counsel. 

Mr. Chertoff. But my question was, as of this point in time, 
several days before that letter was written to the Attorney General, 
was the state of play such that the President himself was unable 
to reopen this question with the First Lady? 

Mr. ICKES. Mr. Chertoff, I didn’t write the notes. I don’t know 
what the phrase, reopened it, means. He is the President of the 
United States. He made the decision to request Special Counsel 
and Special Counsel was, in fact, appointed. 

Mr. Chertoff. Did Warren Christopher get asked to talk to the 
First Lady? 

Mr. Ickes. I have no — I don’t know whether he did or whether 
he didn’t. 

Mr. Chertoff. Was he asked to talk to the First Lady? 

Mr. ICKES. I testified just a moment ago. I don’t know whether 
he was or whether he wasn’t. 

Mr. Chertoff. So you didn’t ask him. 

Mr. Ickes. I have no recollection of asking the Secretary to talk 
to Mrs. Clinton. 

Mr. Chertoff. Did someone say to you that they were going to 
ask Mr. Christopher to talk to the First Lady? 

Mr. Ickes. They may well have. I don’t recall. 

Mr. Chertoff. Later, at the bottom of the notes, and this goes 
back to that discussion or series of questions we had earlier con- 
cerning the memo where one of the objections to a Special Counsel 
was the notion of such a person squeezing friends and associates 
of the President. 

Mr. Ickes. OK. You’re on what page? I’m sorry, Mr. Chertoff. 

Mr. Chertoff. I’m still on page 20578. 

Mr. ICKES. Seven, what? 

Mr. Chertoff. Page 20578. 

Mr. Ickes. 78. OK. 
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Mr. Chertoff. It’s the same page we’ve been on. 

Mr. Ickes. Bear with me, I’m getting there. Got it. 

Mr. Chertoff. It’s the same page we’ve been on for the last few 
minutes. You don’t have to leave it yet. I want to remind you about 
the testimony we had a little earlier, which, one of the arguments 
against the Special Counsel was that that prosecutor might 
squeeze friends and associates of the President and might subject 
some of them to indictment. There’s a notation at the bottom where 
Mr. Nussbaum talks about indictments will be Betsey Wright. Do 
you remember Mr. Nussbaum saying that? 

Mr. ICKES. I don’t remember Mr. Nussbaum saying it. All I know 
is what I read in Mr. Gearan’s testimony about that. 

Mr. Chertoff. So you have no independent memory about that? 

Mr. ICKES. I have no independent memory. 

Mr. Chertoff. Did you attend all the Whitewater Response 
Team meetings? 

Mr. Ickes. To my knowledge, I did. 

Mr. Chertoff. Again, just to make it clear, there were, at least 
during the first 2-week period, at least one, if not two, a day; is 
that right? 

Mr. Ickes. That’s correct. 

Mr. Chertoff. At least, would you agree with me there would 
have been in the first half of January, about a dozen meetings? 

Mr. Ickes. I don’t want to put a number on it. There were a 
number of meetings. 

Mr. Chertoff. One of the early meetings is the meeting in 
which Mr. Nussbaum described the difference between the good- 
hearted prosecutor and the good-hearted Nussbaum and the bad- 
hearted prosecutor. Do you remember that? 

Mr. Ickes. I don’t recall that. All I know about that is what I 
read in Mr. Gearan’s testimony. Again, he took these notes. 

I just want to point out to you, Mr. Chertoff, that this was not 
the only thing that I was doing. I had been brought down and 
asked to join the White House staff to manage the health care ef- 
fort, which was a mammoth effort I knew was getting very much 
involved in that. 

So this was not the only — I understand for the purposes of this 
Committee that you’re focused very much entirely on this effort 
here, and I’m not criticizing you for that. But the fact of the matter 
was I usually get into the White House at 6:00 in the morning. I 
often do not leave until 9:00 or 10:00 at night. 

This was not the only thing that I was involved in. It was a seri- 
ous matter and I was paying a considerable amount of attention to 
it. But I had a lot of other things that I was paying attention to 
while I was at the White House at that time, including the upcom- 
ing general elections. 

Mr. Chertoff. The upcoming general elections? You were paying 
attention to them in January 1994? 

Mr. Ickes. Indeed. 

Mr. Chertoff. For the upcoming general elections. So you were 
paying attention to that in January 1994? 

Mr. Ickes. Indeed. 
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Mr. Chertoff. Mr. Ickes, there was a connection in your mind 
actually in January 1994, between the Whitewater matter and the 
health care initiative. Is that correct? 

Mr. Ickes. There was a concern about the focus of the First 
Lady, yes. That was discussed. 

Mr. Chertoff. Did Margaret Williams attend meetings of the 
Whitewater Response Team? 

Mr. Ickes. I’m sorry. I didn’t hear you. 

Mr. Chertoff. Margaret Williams. Did she attend meetings? 

Mr. Ickes. On occasion. I don’t recall her as attending all of 
them, but she did attend some. 

Mr. Chertoff. She was a regular member of the Whitewater Re- 
sponse Team group? 

Mr. Ickes. I don’t know what you mean by “regular.” As I testi- 
fied, to my best recollection, she did not attend all of them, but she 
attended some. 

Mr. Chertoff. I want to go back, but I have run out of time. I’ll 
go back to your deposition. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. Mr. Ickes, when did you come down and 
begin your responsibilities at the White House? 

Mr. Ickes. As I recall, Senator, I came down on the first Monday 
in January. I think it was literally the first working day of the first 
week in January 1994. 

Senator Sarbanes. As soon as you arrived, this Whitewater issue 
and the question of appointing a Special Counsel was front and 
center in the press, was it not? 

Mr. Ickes. It was. And I knew very little about it. 

Senator Sarbanes. The suggestion or the innuendo is, since this 
group was meeting every day, that somehow there’s something 
wrong with that. But on January 3rd, there is an article in the 
press reporting on Senator Dole’s appearance on NBC the day be- 
fore, on Sunday, where he accused Reno of dragging her feet on ap- 
pointment of an Independent Counsel, and said, “It is high time 
that she did what she knows she should do.” 

Dole — and this is the article — is angry at a lengthy probe of the 
Iran-Contra affair during the Reagan Administration, has led a 
GOP effort on Capitol Hill to block reinstatement of the post-Wa- 
tergate law providing for court appointment of Independent Coun- 
sel to investigate wrongdoing by high-level Government officials. In 
fact, Senator Dole and others were quite outspoken in their opposi- 
tion to the Independent Counsel. He was quoted as saying: 

In far too many instances, the investigations conducted by Independent Counsels 
have turned out to be partisan political fishing expeditions, expeditions which have 
accomplished nothing more than wasting millions of tax dollars. 

Another time, he said: 

The statute placed no limits on the amount of time and money an Independent 
Counsel can spend on his target, nor does it monitor the motives behind the coun- 
sel’s actions. It has allowed someone like Lawrence Walsh to go down every blind 
alley pursuing more conspiracy theories than Oliver Stone. 

Now nevertheless, with these misgivings about the Independent 
Counsel that involved redoing the statute — and that was not then 
in place — Dole said yesterday: 
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Without the law, Reno could use her authority as Attorney General to appoint an 
outside counsel to handle the case, which is currently being investigated by career 
Government employees. 

A similar proposal was made by Representative Leach. 

Justice Department spokesman Carl Stern said: 

Anyone Reno appointed would be under her supervision and influence rather than 
serving independently by court appointments, as the law intended. Unlike Dole, 
Reno supports restoration of the Independent Counsel law, which was approved late 
last year by the Senate, and slated for consideration this year by the House. 

This was on the agenda, in effect, when you arrived, was it not? 

Mr. ICKES. Very much so, Senator; so much so that Mack 
McLarty asked me, barely after I had stepped off the plane into the 
White House, to devote a lot of attention to it. 

Senator Sarbanes. In fact, the attention was heightened on the 
11th of January with a letter from Senator Dole and the Chairman 
and others to Attorney General Reno saying: 

We regret that you have rejected Congressional requests to appoint a Special 
Counsel to examine the allegations of potential misconduct that have recently sur- 
faced. 

Then goes on to urge her to go ahead and appoint a Special 
Counsel, which was, of course, the very issue that was being dis- 
cussed by your group over this period of time. Is that correct? 

Mr. Ickes. Exactly. Senator, if one had a compilation of the edi- 
torial opinions at that time from across the country, there was a 
growing drumbeat from major newspapers, starting with The New 
York Times, The Washington Post, The Wall Street Journal, and 
papers further west, to have Special Counsel appointed. 

Senator Sarbanes. Now on the 12th of January, the Counsel to 
the President, Mr. Nussbaum, sent a letter to Janet Reno, and I 
quote it: 

Dear Madam Attorney General: 

The President has directed me to request you to appoint as Special Counsel a re- 
spected, impartial and qualified attorney who is not a Member of the Department 
of Justice or an employee of the Federal Government, to conduct an appropriate 
independent investigation of the Whitewater matter and report to the American 
people. 

That was on January 12th. And as I understand it, Attorney 
General Reno, I think, on the 20th if I’m not mistaken, announced 
the appointment of a Special Counsel. Is that correct? 

Mr. ICKES. That’s my recollection. I think, Senator although I do 
not have that letter in front of me, that there was in no way any 
restrictions requested with respect to scope or anything else. 

Senator Sarbanes. That is a good point, because that was pur- 
sued earlier with a suggestion that there was an effort to perhaps 
intrude in upon the authorities of the Attorney General in this 
matter. This is the letter and it’s very short, two-paragraphs. I 
read the first paragraph. The second paragraph says: 

In view of the gravity of the President’s responsibilities and the need for a prompt 
resolution, I respectfidly request that this investigation be conducted as expedi- 
tiously as possible. 

Very truly yours, 

Bernard Nussbaum, Counsel to the President. 

That’s the extent of the letter that went to the Attorney General 
requesting the appointment of a Special Counsel. 

Senator Dodd. 

Senator Dodd. I thank my colleague. 
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I guess I was struck — 1 had forgotten this. You said it was the 
first Monday in January you joined the White House in 1994? 

Mr. Ickes. As I recall, Senator Dodd, it was not graven in my 
mind, but I think it was the first Monday of January 1994. 

Senator Dodd. So when we look at all these notes and memos 
now that we've gone over here ad nauseam here today of this 5th, 
6th, 7th, 8th of January, you'd been at the White House all of a 
maximum of 7 days, maybe less. 

Mr. Ickes. Not only that, I probably knew less about Whitewater 
than anyone around. I found it completely — unlike my wife, who 
followed it closely — I found it very, very confusing. And it took too 
much time to read all the accounts in the newspapers. So I literally 
had read one or two articles about it. 

Senator Dodd. Again, I think there's the assumption probably by 
an awful lot of people that you had been in the White House going 
back to the very first days of the Administration. So in fact, all of 
this swirling information around — you were hurled into this; so a 
lot of the names of the people they are talking about, the Carvers 
and so forth — I was wondering myself I guess, a while back, why 
you might not know these people. Now I know why you didn't know 
them. You hadn't really been here before. 

Mr. Ickes. I'd come up with the President very early in the Ad- 
ministration, not in an official capacity, and then had gone back to 
New York. But this was literally the first week I was there. And 
again, I want to emphasize this was not the only thing that was 
under my jurisdiction. I had the political apparatus of the White 
House under my jurisdiction, and most importantly, or as impor- 
tantly, the President’s health care initiative, which was this very 
important issue that we were trying to move at that point. 

Senator Dodd. I appreciate that. We should maybe have made 
more of that. I guess the assumption is that everyone knew it. I 
guess they did, but they didn't relate it. So here we've had you now 
on the witness stand here for about 6 hours, going over basically 
events around those 2 or 3 days, and these notes. And we’ve gone 
back over and over and over and over again. 

My response — and again, I appreciate what people think. But as 
I listen to all of this, the end of it, in the context of what these 
hearings are all about, my response to basically what I've heard is, 
“So what?" Because frankly, as the Senator from Maryland has 
pointed out, you got the request from the President on the 12th. 
You got the appointment on the 20th. And we've spent an awful 
lot of time here talking about memos back and forth, and discus- 
sions and dates that all amount to nothing, because in fact the re- 
quest is made by the President and the Attorney General names 
Mr. Fiske. And Mr. Fiske is widely applauded by virtually every- 
body from both sides of the aisle in Congress, Republicans and 
Democrats alike. 

Mr. Ickes. He received a lot of praise from both sides. 

Senator Dodd. So we’ve gone through all these excruciating de- 
tails in these memos, and that's why I say, “So what?" at the end 
of this. I don’t know what we’ve established here, except for the 
fact that at the end of the day, this President calls for the appoint- 
ment of a Special Counsel and the Attorney General does it, all 
within hours almost, if you want to look at it in this context. All 


this debate going on inside the White House with someone who’d 
been there for about 3 days. 

Mr. ICKES. I don’t disagree with you, although it’s your preroga- 
tive to make those statements. I would point out it is somewhat in- 
teresting that this body, I think, has had 1 day of hearing on Medi- 
care and some 50 days’ hearing on this issue. But that obviously 
is a set of priorities. 

Senator Dodd. Some of us have made that point up here. I don’t 
have any more questions for you, Mr. Ickes. 

I’ve had the privilege of working with you on a number of issues 
over the last year or so. I wonder about people sitting out there 
watching, someone who comes to town in the first 3 or 4 days in 
Washington. And I wonder about people on our own staffs who 
write memos and notes, and future White Houses where people 
rely on people having candid discussions and sharing observations. 

Boy, you watch this process unfold, you ought to shake your 
head. I don’t know how many more people we’re going to attract 
to come down to work in the government if we put people who are 
there in a wringer like this all the time. I don’t think we serve our- 
selves well. 

But nonetheless, that’s this Senator’s lone observation on all of 
this. I thank you for being here. I think you’ve done a good job. I 
think you’ve done a good job today as well, and I appreciate your 
presence here. 

Mr. Ickes. Thank you. 

Senator Dodd. Mr. Chairman, I don’t have any more questions. 

Senator Sarbanes. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Let me fill the record a little more completely 
on questions that were asked you about matters involving two sub- 
jects, the first of which being the question you were asked relating 
to page 578 of these notes regarding Betsey Wright, where you in- 
dicated you had no recollection of any mention being made of Ms. 
Wright. 

We do have the benefit, however, of Mr. Gearan’s testimony, 
which he gave at page 27 of these hearings on February 15th, 
where he said in response to this question: 

Mr. Chertoff. Now this was Mr. Nussbaum discussing kind of the worst case 
scenario that might come out; right? Is that right, if there was an Independent 
Counsel? 

Mr. Gearan: No. Mr. Chertoff, I think I owe it to Betsey Wright and to the Mem- 
bers of this Committee to say that at no time was I present at any conversation 
where Mr. Nussbaum suggested that there is any basis for Ms. Wright to be charged 
with anything like this. He was using this as an extreme example of someone who 
would be shot by the unguided missile, if you will. That this would be an extreme 
example of an unwarranted prosecution. 

The fact is that the pros and cons were being discussed candidly, 
as Senator Dodd said, without some view that Big Brother, as it 
were, would be peeking over your shoulder; and then, subjecting 
these candid conversations about the history of the Independent 
Counsel and what the powers were in that office under the Admin- 
istrations of various people who held the position of Independent 
Counsel or Special Prosecutor and the like — that similarly, the 
issue about whether people would be squeezed, or whether some in- 
dividual or another would be attacked by such a person was, if I 
understand the testimony, used in a very hypothetical way to illus- 


1972 


trate some of the problems that had occurred in the past associated 
with various of the Independent Counsel. 

Mr. Ickes. That certainly is my recollection. 

Mr. Ben-Veniste. Finally with respect to the question of Ms. 
Schaffer being invited to the White House in January, and having 
attended the screening of a film at the White House, we have the 
benefit of Ms. Schaffer's testimony, who was questioned at page 
239 of the hearing transcript of January 25, 1996. And her testi- 
mony was, in substance — I believe you all can check on this — but 
my recollection of the substance of her testimony is that she spoke 
briefly with the President, that the President apologized that she 
bad been put through all of the aggravation, as it were, of being 
pursued by the media by reason of her experience in the mid-1980’s 
with Madison Bank; and that he apologized that he and she might 
have to go through that again. There's no suggestion that you were 
present, or had any conversation with Ms. Bassett at that time? 

Mr. ICKES. I don't think I have ever met her. I don’t recall ever 
having met her. 

Mr. Ben-Veniste. Nothing further, Mr. Chairman. 

Mr. Ickes. Mr. Chairman, would you indulge me in a 10-minute 
break? 

The Chairman. Yes, sure. We'll take a 10-minute break. 

[Recess.] 

The Chairman. Before I turn to Mr. Chertoff, I would like to 
read something into the record. Because more often than not, peo- 
ple ask me, “So what? What happens even if some of the things 
we’re looking into may turn out to be the case?” And I'm not saying 
they will or they won’t. But “What’s the big deal?” I think that's 
been a question asked, and I think there’s a very interesting obser- 
vation — let me read it — entitled “Whitewater Paper Chase.” 

The excitement of Iowa and New Hampshire have diverted attention from the 
Senate Whitewater Committee and its investigation into Rose Law Firm’s migrating 
files. Naturally, this pleases the White House and its allies, who hope to use the 
interregnum . . . 

Hmm, I like that word 

. . . to let their “So what?” arguments take root. David Kendall, the Clintons’ pri- 
vate attorney, says that the curious paper trail is just “one of the meaningless mys- 
teries of Whitewater.” 

There are mysteries here, but they are not meaningless. That should be clear to 
anyone with the patience to walk through the known chronology. 

I must admit here, there is a long chronology, and it’s difficult 
to follow. But I think it is important, and certainly the obligation 
of this Committee, to do that. The article goes on to list a number 
of important occurrences and days starting in the mid-1980’s, when 
Mrs. Clinton performed legal work for Madison Guaranty. I’ll go to 
the second part of the editorial: 

In August 1995, according to her Senate testimony, Carolyn Huber, a secretary, 
came across a stack of papers in a room near the living quarters. They reposed in 
her office until January 4th, when Ms. Huber realized that the papers might be cop- 
ies of the long-sought billing records. She notified senior officials, whereupon the 
White House released the records to Mr. Starr and Congress. 

Mr. Kendall has told the Committee that “we may never know” how those records 
found their way to the White House. He also faulted Ms. Huber’s memory in an ap- 
parent attempt to broaden the timeframe in which she discovered the records, and 
thus the number of people who might have placed them in the Book Room. 

The White House argues that the peregrinations of these papers add up to noth- 
ing. But notice where the facts point. Documents relating to Mrs. Clinton’s legal 
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work for Madison were vetted for political sensitivity by two people who later be- 
came senior Government officials, Mr. Hubbell and Mr. Foster. They were given to 
Mr. Foster and wound up in the White House living quarters. Another set of docu- 
ments were stored in the basement of the Justice Department’s third-ranking offi- 
cial, Mr. Hubbell, who was looking out for the Clintons’ political interests, not his 
law enforcement duties. When the records were subpoenaed, numerous White House 
officials had to know of their existence, and possibly of their whereabouts. Yet the 
subpoenas were ignored. 

The White House argues that these files will show conduct that was innocent and 
ethical, that they contain no evidence of misdeeds, as some Republicans suspect the 
Clintons of: Mixing personal and campaign funds, bending State regulatory policy 
to help their partners and contributors, and underpaying taxes on all the money in- 
vested on their behalf in Whitewater. 

Perhaps the files would show that there was no cover-up associated with moving 
and storing these files. But inanimate objects do not move themselves. So it’s point- 
less to ask Senators and the Independent Prosecutor to fold their inquiry on the 
basis of the facts that have emerged so far. To do so would be a dereliction of their 
duties. 

That was an editorial from The New York Times just this past 
week, February 17, 1996. So I just suggest we’re not talking about 
partisanship. The same response has been contained, I think, with 
the same views in most of the Nation’s leading newspapers: The 
Times, The Post, and Newsday it goes on. 

We have a duty to move forward, and all the protestations to the 
contrary, and all the charges of politicizing will do nothing more 
than make cloudy the matter. If some people want to do that, it 
is their right. This is a country where they can say what they 
want, but we’re going to continue. 

I hope we can do it in an atmosphere that is less partisan — there 
is a time for partisanship — and attempt to try to get the facts as 
quickly as we can. We owe that to the American people: To do it 
quickly, to do it thoroughly, and to be fair. 

Now, I also have to say — and I’m not going to direct these com- 
ments to you, Mr. Ickes — I am going to say that we’ve had numer- 
ous witnesses here. Some have been absolutely as candid and as 
honest as they can be. Some have had what I call a memory fault 
that is just not believable. Some cannot recall specific events and 
times and dates, and I certainly understand that. So we have to 
weigh this. 

I think most of our witnesses have been very accurate. But there 
has been a pattern of a number of people having selective memory 
lapses. And when we look into that pattern, we notice that these 
witnesses were involved in important events, that dates and times 
put them at important places, that there were important phone 
calls coming to people at various times that they’re scheduled to be 
at a particular place, to come to Washington at a time that they 
ordinarily would not, to meet with an important person and they 
have no recollection of any of this, it’s strange. 

I use that as an example. It strains credibility, and it’s the kind 
of thing that will not deter the Committee, but will encourage us, 
because it’s just not reasonable. 

For some of these events, not to be recalled, again, no one could 
recall all of them. It would be impossible. But when surrounded by 
the facts and circumstances and memos, and in some cases docu- 
ments that people wrote themselves, their own notes, these events, 
should be outstanding in anyone’s mind. 
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When there is a regular pattern of, “I don’t recall, I don’t remem- 
ber.” I think that’s an indication of a failure to be responsive. That 
makes it difficult. But we will continue, notwithstanding. 

Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Senator Moseley-Braun. Mr. Chertoff, if you don’t mind — and 
again, I don’t want to further any politicization of this event than 
has already occurred. But it seems to me in the first instance that 
we have to restrain ourselves from making conclusory statements 
and making speeches about the situation, particularly when we 
have witnesses. And second, yes, there have been problems. We’ve 
been hearing — going through them in the documents showing up, 
there have been problems. 

Hopefully, the fullness of our investigation and our questioning 
will allow us to get to the very bottom of everything, one way or 
the other, for good or for ill. But I have to say, Mr. Chairman, 
there have been an awful lot of people who have been called on to 
do their best, and they’ve tried. So when a conclusory statement is 
made. He’s now saying these things are terrible, they’re suspicious, 
they make us even more suspicious. That’s one side of it. 

And it is a point, I guess, that has been made over and over 
again by the media and others. But I think some recognition ought 
to be given those individuals who have tried, who have complied 
with this Committee, have gone back and searched records, records 
that most people would have lost, or not known were around. 

This has been a very exacting kind of exercise, as it should be. 
But to in one breath castigate people for not meeting the Commit- 
tee’s standards, and not at the same time recognize those people 
and those efforts that did, I think doesn’t exactly leave this in as 
nonpolitical a footing as the Committee Chairman and I know the 
Ranking Member, and the other Members of this Committee, would 
like to see. 

The Chairman. I think the Senator makes a good point. That’s 
why I attempted to say that there have been many who have en- 
deavored, and many, through no fault of their own — there are inci- 
dents you cannot personally recall, particularly when you ask them 
to go back 10 years or 11 years. That is quite true. 

But I wanted to put this editorial in the record. Certainly The 
New York Times, I don’t think, has a vested political interest one 
way or the other. I think when they call for us to complete our 
work, it’s a very powerful message. Some editorial writers on both 
sides take different points of view. I understand that. We could fill 
the record with these things, but I thought this was of some note. 

Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Mr. Ickes, you were asked your start date in the White House — 
I think you told us it was approximately the first Monday of 1994. 
But am I correct that you actually had been at the White House, 
not as an employee, but as a visitor at various times in 1993? 

Mr. Ickes. Yes. I can’t recall when. I think you’re probably right. 
I had come down for one or two events as a visitor. 

Mr. Chertoff. Did you have a special pass of some kind in 1993 
that allowed you access in and out of the White House? 
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Mr. Ickes. No. I think that on each occasion that I came down, 
as I recall, Mr. Chertoff, I had to be waved in through the Secret 
Service. 

Mr. Chertoff. You had no pass in 1993 that you carried that 
allowed you access that would not be granted to ordinary people? 

Mr. Ickes. I may have. I don’t recall it. I may have. I know that 
when I came, just to give you a brief history — when I came, I came 
up when the President-elect and Mrs. Clinton came up. And I was 
here for about 1 or 2 weeks. I may have gotten a hard pass then 
and kept it. I literally do not recall. I don’t know. 

Mr. Chertoff. Were you involved, by the way, during the cam- 
paign, in any Whitewater-related issues? 

Mr. ICKES. No, I was not. I mean, I had heard the name White- 
water, but I was not involved in any meetings that I recall about 
Whitewater, and literally knew nothing about it. I knew that it in- 
volved a piece of land somewhere in Arkansas. 

Mr. Chertoff. When I say Whitewater, I’m including Madison 
and the Rose Law Firm. You were not involved in any meetings in 
the campaign period involving Madison? 

Mr. Ickes. Not that I recall. I was focused — I was working as 
Warren Christopher’s Deputy at that time, during the transition, 
and was focused primarily on staffing situations. 

Mr. Chertoff. I’m asking about the campaign. During the cam- 
paign, were you involved with any meetings that had to do with 
Rose or Madison? 

Mr. Ickes. Not that I recall. Just so the record is corrected, I’m 
reminded that I did have a hard pass when I came up right after 
the transition. But it was subsequently pulled. It was revoked. 

Mr. Chertoff. When was it revoked? 

Mr. Ickes. I don’t know, but if you want that record I will get 
it for you. 

Mr. Chertoff. I think we’d appreciate that. 

Mr. Ickes. OK. 

Mr. Chertoff. Mr. Ickes, I want to focus your attention. You 
had raised the issue of the things you were doing in January 1994, 
apart from this. I want to put all this in perspective because I do 
think it’s important. 

We have established that, notwithstanding the debate and dis- 
cussion about whether to have a Special Counsel in the first couple 
of weeks of 1994, there was eventually a tremendous amount of 
public pressure in the press on both sides of both parties in Con- 
gress insisting that there be a Special Counsel appointed. You don’t 
disagree with that? 

Mr. ICKES. You’re given to understatement on that. 

Mr. Chertoff. Finally, notwithstanding all the discussion about 
the pros and cons and the good and bad and the risks and the ad- 
vantages, a Special Counsel was appointed by Attorney General 
Reno, correct? 

Mr. Ickes. At the specific request of the President. 

Mr. Chertoff. But it was also the case that, as we have estab- 
lished, that there remained open the issue of this civil investigation 
as to which you had made requests to get information concerning 
the statute of limitations as early as January 8, 1994, which was 
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within a matter of days after you arrived at the White House, be- 
cause we’ve seen that in your assigned memorandum, correct? 

Mr. Ickes. You’re referring to the RTC? 

Mr. CHERTOFF. Right. 

Mr. Ickes. Yes. 

Mr. CHERTOFF. That was not something that was preempted, or 
taken care of by the appointment of Special Counsel? 

Mr. Ickes. As far as I know, it was not. 

Mr. CHERTOFF. That was a matter that was going to be decided 
by, ultimately it was going to be under the supervision of the per- 
son who ran the RTC; right? 

Mr. Ickes. At that time, in January, I was very unfamiliar — I 
would say almost completely unfamiliar with the process of the 
RTC. I came to learn that, yes. 

Mr. CHERTOFF. The person who was in charge of the RTC at that 
point in time was Roger Altman; right? 

Mr. Ickes. It was. I don’t recall all the mechanics of it, but he 
was, I think, the acting head. I am not sure that was the correct 
title. 

Mr. Chertoff. You knew Roger Altman from even before 1994; 
is that right? 

Mr. ICKES. I had known him very casually, Mr. Chertoff, in con- 
nection with New York, but had never worked with him in any 
sense. 

Mr. Chertoff. Had you ever dealt with him in his official capac- 
ity as Deputy Treasury Secretary during 1993? 

Mr. ICKES. During 1993? I think I had one meeting with him. I 
can’t recall when it was. 

Mr. Chertoff. That was on a matter where you were represent- 
ing someone in private practice? 

Mr. Ickes. Yes. As I recall, it was. 

Mr. Chertoff. So in 1994, even after the Special Counsel was 
appointed, there was this whole civil RTC investigation which was 
going to be supervised by Altman, or under the general authority 
of Roger Altman. That’s the person whom you met with on Feb- 
ruary 2nd, along with Mr. Nussbaum, Ms. Hanson, and Mr. Eggle- 
ston in the White House; is that correct? 

Mr. Ickes. Yes. 

Mr. Chertoff. Now during the same period of time 

Mr. Ickes. February 1994? 

Mr. Chertoff. February 2, 1994. 

Mr. Ickes. Yes. 

Mr. Chertoff. During this same period of time while this RTC 
civil investigation is open, the statute of limitations is going to run 
at the end of February, the beginning of March. You were con- 
cerned, were you not, that this was affecting the First Lady’s abil- 
ity to carry out the responsibilities she had with respect to health 
care? 

Mr. Ickes. The RTC specifically, or Whitewater generally? 

Mr. Chertoff. Whitewater generally. 

Mr. Ickes. Whitewater generally, it was certainly something that 
was being discussed by senior members of the White House staff. 
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Mr. Chertoff. What was discussed that was having an effect 
upon the First Lad/s ability to focus and concentrate on health 
care; is that right? 

Mr. Ickes. There was concern about that among the staff. 

Mr. Chertoff. That concern came from the observations of Mrs. 
Clinton and discussions with Mrs. Clinton, correct? 

Mr. Ickes. I’m not sure it came from observations or discussions. 
I think that the staff was concerned that she had been designated 
by the President to head up the health care initiative. It was a very 
important initiative, and a large one, as you know. There was con- 
cern that Whitewater generally, as currently defined, would have 
a diversionary effect from the health care initiative. 

Mr. Chertoff. This was discussed at the Whitewater Response 
Team meetings? 

Mr. ICKES. I think it probably was. I don’t recall any specific dis- 
cussions, but I would be surprised if it wasn’t, let me put it that 
way. 

Mr. CHERTOFF. Now, we have a contemporaneous diary record of 
Mr. Altman from early January 1994, in which he indicates that 
he was told that on Whitewater, HRC was “paralyzed” by it if we 
don’t solve this “within the next 2 days.” We don’t have to worry 
about her schedule on health care. 

You recall yourself, do you not, from your meeting on January 
16th, at Mr. Jordan’s house that you had expressed a concern 
about the need not to have Mrs. Clinton appear to be distracted by 
Whitewater. Isn’t that in your notes? 

Mr. Ickes. I don’t have them here. I’d have to find them. I’ll take 
your word for it. Wait just a moment. What page? 

Mr. Chertoff. 20793. 

Mr. Ickes. Just a moment. I’m looking at item number 4. Is that 
the one you’re looking at, Mr. Chertoff? 

Mr. Chertoff. I’m looking at item number 3 and 4. 

Mr. Ickes. Yes. Item number 3 dealt with legal costs. Item num- 
ber 4 dealt with HRC as lawyer on this, et cetera. Kirk O’Donnell 
felt quite strongly about that, according to my notes. 

Mr. Chertoff. Now were you aware that Ms. Williams had com- 
municated this concept to Mr. Altman in January 1994? 

Mr. Ickes. You’re now referring to Mr. Altman’s diary; correct? 

Mr. Chertoff. Correct. 

Mr. Ickes. What’s the date of this diary? 

Mr. Chertoff. It’s either the 11th or the 4th of 1994. 

Mr. Ickes. I see. OK. 

Mr. Chertoff. Were you aware that Ms. Williams, who attended 
Whitewater Response Team meetings, had communicated the no- 
tion to Mr. Altman that Mrs. Clinton was paralyzed by White- 
water, and that it was something that needed to be addressed, or 
“you don’t have to worry about her schedule on health care”? 

Mr. Ickes. I don’t think that I was. To the best of my recollec- 
tion, Mr. Altman was not part of the Whitewater Response Team. 
And Ms. Williams may well have discussed this with him. I don’t 
recall being part of that discussion, nor do I recall being informed 
about it. 

Mr. Chertoff. But Mr. Altman was part of the health care ef- 
fort, right? 
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Mr. ICKES. Yes, he was part of the health care. 

Mr. Chertoff. Mr. Altman’s diary goes on to say, “Maggie’s 
strong inference was that the White House was trying to negotiate 
the scope of an Independent Counsel with Reno, and having enor- 
mous difficulty.” Do you remember this inference being drawn in 
the Whitewater Response Team meetings? 

Mr. ICKES. I do not. As I recall Mr. Altman’s testimony, I think 
before this Committee, he went to great lengths basically to say 
that that was an inference that he himself drew. I think suggested 
very strongly, if not stated, that there was no basis in fact for it. 

Mr. Chertoff. So in other words, he tried to eat his words, basi- 
cally? 

Mr. ICKES. That’s your characterization. 

Mr. Chertoff. The next line goes, “HRC doesn’t want (the coun- 
sel) poking into 20 years of public life in Arkansas.” Do you remem- 
ber that notion being expressed in the Whitewater Response Team 
meetings? { 

Mr. ICKES. I don’t remember that notion. Again, this is coming 
from Mr. Altman’s diaries. I don’t remember it, but I would say to 
you I wouldn’t want anyone poking around in 20 years of my life. 

Mr. Chertoff. I’m not going to touch that, Mr. Ickes. 

Do you remember also in January 1994, in your assignments of 
January 9th \\ 

Mr. Ickes. You’re looking now at the assignment sheet? 

Mr. Chertoff. Yes. 2758. This is one of the two relics of your 
notes that you were keeping with respect to this Whitewater Re- 
sponse Team. 

Mr. ICKES. That was the 9th or the 10th? 

Mr. Chertoff. You have two, the 9th or the 10th. 

Mr. Ickes. I have them here. 

Mr. CHERTOFF. Am I correct that these are the only surviving 
documents from the notes that you kept of the Whitewater Re- 
sponse Team meetings? 

Mr. Ickes. Yes. 

Mr. Chertoff. Which means that on no other days did you keep 
any notes? ’ J 

Mr. Ickes. I don’t recall keeping notes. I recall keeping notes on 
these assignments, having them typed up. 

Mr. Chertoff. You don’t recall keeping notes on the meetings? I 

Mr. Ickes. What? 

Mr. Chertoff. You don’t recall keeping notes on the Whitewater 
Response Team meetings? 

Mr. ICKES. That’s what I’ve testified to. 

Mr. Chertoff. I’m sorry. I want to make sure we are 100 per- 
cent clear. Apart from assignment sheets, did you keep notes of the 
Whitewater Response Team meetings? 

Mr. ICKES. The only notes I recall, Mr. Chertoff, were notes that 
I kept that were the basis for these two documents that have been 
turned over. 

Mr. CHERTOFF. So you only kept 2 days of notes; is that it? 

Mr. Ickes. That’s what I’ve testified to. 

Mr. CHERTOFF. And the other days, nothing was worth keeping 
records of? The other 14 days, or 12 days, where you were having 
meetings, you didn’t keep any notes or any records? 
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Mr. Ickes. Mr. Chertoff, my function was to chair those meet- 
ings, and to make assignments, and to make sure that people were 
gathering information so that there could be an accurate response. 
I myself was not responding to the press. That was the responsibil- 
ity of people like Mr. Gearan and others. 

Mr. Chertoff. Again, Mr. Ickes, that was not my question. My 
question is very simply this. Did you regularly take notes at the 
meetings of the Whitewater Response Team? 

Mr. ICKES. The notes I took were reduced to type, these type- 
written memos, Mr. Chertoff. 

Mr. Chertoff. These two memos, one for the 9th and one for the 
10th, are the only memos that you know of that reflect notes or 
records of the Whitewater Response Team meetings? 

Mr. ICKES. The only memos that I know of, yes. 

Mr. Chertoff. Are there other notes that you know of, besides 
these two memos, that relate to the Whitewater Response Team 
meetings? 

Mr. Ickes. Obviously, Mr. Gearan took a lot of notes. 

Mr. Chertoff. Of yours? 

Mr. Ickes. Not that I know of. 

Mr. Chertoff. Now on item 14 on this November 9th memo, 
there’s a reference. It says here, “Reference in 1/8 press that Chris 
Wade, Arkansas realtor” 

Mr. Ickes. You’re on the January 9th document? 

Mr. Chertoff. That’s right. Second page, item 14. “Reference in 
1/8 press that Chris Wade” 

Senator Sarbanes. Where are you reading from? 

Mr. Chertoff. 20759. 

Mr. ICKES. That’s document 20889? 

Mr. Chertoff. No, document 20759, January 9, 1994. You may 
have it under a different Bates number. 

Mr. ICKES. I’m sorry. 

Mr. Chertoff. It’s your January 9, 1994 assignments. 

Mr. Ickes. January 9th. Yes, I have it listed as 20888. 

Mr. Chertoff. That’s fine. We will use that one. Second page, 
paragraph 14. 

Mr. Ickes. Yes. 

The Chairman. I am going to ask that we suspend just for a mo- 
ment, because the red light’s come on. We will come back to that 
at the appropriate time. 

Senator Sarbanes. 

Senator Sarbanes. Mr. Ickes, you were asked this question about 
Altman’s diary, about Hillary Clinton doesn’t want poking around 
in 20 years’ life in Arkansas just now by Mr. Chertoff? 

I just again want to, because this is being portrayed somehow as 
a sort of invalid or irresponsible position. 

Now, Senator Dole has had a lot to say about this Independent 
Counsel idea. I just want to put those quotes in the record here. 

On January 9, 1989, the St. Louis Post/Dispatch: “The whole 
Independent Counsel theory ought to be reviewed by Congress. 
They seem to have an unending license to do somebody in.” 

In August 1992, in The Washington Times, he said: “In far too 
many instances, the investigations conducted by the Independent 
Counsel have turned out to be partisan, political, fishing expedi- 
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tions, expeditions which have accomplished nothing more than 
wasting millions of tax dollars.” 

Another time, of course, he attacked Lawrence Walsh. He said, 
“‘Lawrence Walsh is completely out of control,’ said Dole. ‘Now he 
wants to turn his 6 years of incompetence into a personal vendetta 
against President Bush.’” 

In May 1993, “The statute placed no limit on the amount of time 
and money an Independent Counsel can spend on his target, nor 
does it monitor the motives behind the counsel’s actions. It has al- 
lowed someone like Lawrence Walsh to go down every blind alley, 
pursuing more conspiracy theories than Oliver Stone.” 

Senator Cochran said, “Independent Counsels have too much 
power and too little accountability. They are beyond the reach of 
anybody, any power on earth.” 

Now despite all of these statements, it was the position in the 
White House, as of the 12th of January, that Reno ought to appoint 
a Special Counsel; is that not correct? 

Mr. Ickes. Yes. 

Senator Sarbanes. It’s also the White House positions that the 
Independent Counsel statute ought to be reauthorized; was it not? 

Mr. Ickes. That’s correct, Senator. Yes. As I recall, it was. 

Senator Sarbanes. And in the end, the Independent Counsel 
statute was reauthorized, and we’re now proceeding under that 
Counsel. These notes have come in. Gearan’s notes came in. We’ve 
had extensive questioning with respect to those notes. Gearan was 
here a whole day. You’ve been here a whole day, now 7 hours, since 
we started at 10 this morning. 

Yet, as we work through these notes and question them, I don’t 
see any improprieties. Obviously, there was a lot of concern. You 
were under a lot of pressure from the press and others with respect 
to how to proceed in the early part of 1994. But you know, I frank- 
ly wish the notes had come sooner, because I don’t think there’s 
anything in the notes. And I would have avoided this whole notion 
that somehow the notes were being withheld for some purpose. To 
my mind, I see nothing, no reason in these notes, why they would 
be withheld, deliberately withheld. 

We’ve worked it over now for 7 hours. We have your explanation 
and Ms. Sherburne’s as to what happened. We have Mr. Gearan’s 
explanation with respect to his notes. In both instances, as we 
work our way through the notes, I mean, we see concern about 
press inquiries, political implications; but I don’t see any illegalities 
present in any of these notes. That’s just a statement. You don’t 
have to respond. 

Mr. Chairman, how much longer do we have? 

The Chairman. We might be able to do it in 15 or 20 minutes. 

Mr. Chertoff. While we’re on this memo of January 9th here, 
which is one of the memos that we only got a few days ago, “Item 
14. Reference in 1/8 press that Chris Wade, Arkansas realtor, has 
document re Whitewater, but won’t release unless President Clin- 
ton asks for them to be released. MW assigned 1/8.” What was the 
assignment? 

Mr. ICKES. I don’t recall. I think the assignment was to find out 
about it. What might be involved, I have no idea. 
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Mr. Chertoff. Did you tell Mr. Waldman what you wanted him 
to do? 

Mr. ICKES. Undoubtedly I did. I probably asked him to find out 
what he could about this document. 

Mr. Chertoff. By contacting Mr. Wade? 

Mr. ICKES. I don’t recall asking him to contact Mr. Wade, but I 
might have. 

Mr. Chertoff. Did he find out? 

Mr. Ickes. I don’t recall as I sit here today. 

Mr. Chertoff. What was the upshot? 

Mr. Ickes. As I sit here today, I do not know, Mr. Chertoff. 

Mr. Chertoff. Do you have any record or notes about what the 
upshot was with respect to the document that Mr. Wade wouldn’t 
release? 

Mr. Ickes. No, not that I recall. 

Mr. Chertoff. Did you ask Mr. Waldman to contact Skip Ruth- 
erford about Beverly Bassett? 

Mr. Ickes. Not that I recall. 

Mr. Chertoff. Is there any record you have in your possession 
that might shed light upon any contact you had with Mr. Waldman 
about getting in touch with Mr. Rutherford? 

Mr. Ickes. All the records I have I think have been submitted 
to you. 

Mr. Chertoff. You had numerous meetings with Mr. Kendall 
during January and February; right? 

Mr. ICKES. I had a number of meetings. 

Mr. Chertoff. Did you keep notes of those meetings? 

Mr. Ickes. I did not. 

Mr. Chertoff. Is there a reason you didn’t keep notes of those 
meetings? 

Mr. Ickes. There was no need for me to. 

Mr. CHERTOFF. Unlike the Whitewater response situation where 
you did keep notes because it was assignments? 

Mr. Ickes. Yes. 

Mr. Chertoff. By the way, if I look at this January 9th memo, 
this is the January 9, 1994 assignments. I gather, because you’re 
very organized, you put it at footnote two at the bottom. Whenever 
a 2 appears, it indicates the date the assignment was made. 

You have, for example, various assignments that appear to have 
been parceled out on January 6th, January 7th, and January 8th. 
Where are the assignment memoranda for those days? 

Mr. Ickes. They’re all consolidated into these. 

Mr. Chertoff. So there would have been notes on the 6th, 7th, 
and 8th, as well as the 9th? And all of those were consolidated into 
this? 

Mr. Ickes. Into these. 

Mr. Chertoff. Into this memo? 

Mr. ICKES. As far as I can recall, yes. 

Mr. Chertoff. In fact, is it fair to say there would likely have 
Deen some notes for every day in which there was a meeting relat- 
ing to the Whitewater Response Team? 

Mr. Ickes. There may well have been. But as I say, once they 
vere reduced to typing, or to the typewritten memo, I had no more 
leed for them. 
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Mr. Chertoff. I’ll yield to the Chairman. 

The CHAIRMAN. Mr. Ickes, if you could go to Mr. Gearan’s type- 
written notes, can you identify those? They must be about 15 
pages, handwritten notes, excuse me. A handwritten 

Mr. ICKES. I have those, Mr. Chairman. 

The Chairman. About two-thirds of the way back in the packet, 
under S 20576 

Mr. Ickes. I have it. 

The Chairman. We’ve gone over this before. But would you go to 
0575, the page in front of that? The bottom of the page says, “Meet- 
ing of attorneys outside of White House.” No, you know what? It’s 
on 076, excuse me. 

Mr. Ickes. 076? 

The Chairman. Excuse me, the bottom of the page. You have HI 
— obviously, we understand, these are Mr. Gearan’s notes, they’re 
not your notes, OK. But he’s identified you, HI. Meetings of attor- 
neys outside of White House, all right? 

Then he says, basically that you’re indicating that Beverly Bas- 
sett is very important, and that this has to be done, and it’s impor- 
tant; right? Is that a reasonable interpretation? “Let’s not talk it 
to death. Let’s just get it done.” Right? 

Mr. Ickes. That’s basically what it says, yes. 

The Chairman. We’re skipping all of the hyperbole? 

Mr. Ickes. Yes. 

The Chairman. Let’s go to the next page. That’s where I got a 
little off. Again 

Mr. Ickes. You’re now going to 77, Mr. Chairman? 

The CHAIRMAN. Right, 77, in which again Mr. Gearan identifies 
yourself, HI. He says, “We can’t send PB, BL, MW. It will come 
out.” Who is PB? 

Mr. Ickes. As best as I can recollect, it’s probably Paul Begala. 
The Chairman. BL? 

Mr. Ickes. BL undoubtedly refers to Bruce Lindsey. 

The Chairman. And MW? 

Mr. Ickes. I think refers to Michael Waldman. 

The Chairman. Obviously, we’ve had extended discourse between 
yourself and Mr. Chertoff on that. You have indicated — and if I am 
paraphrasing you the wrong way, I want to get this straight in my 
own mind. 

You’re concerned that if someone such as Mr. Waldman or Mr. 
Lindsey or Mr. Begala went down to check out this story with her, 
and to meet with her, that the media may interpret that the White 
House was attempting to influence her or meet with her, and it 
might appear inappropriate. Is that a fair 

Mr. Ickes. The media, or others. 

The Chairman. It might appear to the media and to others inap- 
propriate? 

Mr. ICKES. Right. There was nothing in my view, Mr. Chairman 
nothing inappropriate about having somebody meet with her. But 
I was concerned about, for lack of a better phrase, the adverse pub- 
lic relations that might come out of that. 

The Chairman. I understand that. 

It goes on, and it says, “Item by item, make sure her story is 
OK.” So in other words, whatever she has said previously in the 
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campaign, whatever she said after the campaign, that's the story, 
and there's no problems; right? 

Mr. Ickes. Basically, yes. Again, Mr. Chairman, you have to re- 
member that we were in Washington at the time. There were a 
very large number of press questions coming in. Major papers were 
editorializing about maybe that she had shown favoritism. We had 
to respond to those questions. This is something that happened in 
Arkansas. We basically wanted to know that the facts that we were 
giving out were in fact the accurate facts. The credibility of the 
White House was involved. 

The Chairman. If you're giving out incorrect facts or information, 
it could be a real problem; right? 

Mr. Ickes. It can be. 

The Chairman. It could have been. It's not a trick question. 

Mr. Ickes. It's not a trick question, and, look. We have an obliga- 
tion to give out accurate information. 

The Chairman. The next one, it says “Tisdale? In Lindsey firm.” 
Would it be fair to say that you were concerned because — you 
weren’t concerned. Somebody was concerned that they used Tisdale 
to make contact with Ms. Schaffer if that came out? There's a ques- 
tion. Do you use Tisdale? 

Mr. Ickes. Again, Mr. Chairman, I didn't write these notes, 
which you recognize. I don't know whether I said this, or whether 
somebody else said this. There were a number of people in the 
room in these discussions. Somebody may have raised these names, 
and questions may have been raised by others in the room. Hence, 
Mr. Gearan wrote it 

The Chairman. About the appropriateness of using them? 

Mr. ICKES. Not the appropriateness, but again the possible ad- 
verse public relations spin that might be contributed by people. 
Were they used because of their relationships with others in the 
White House? 

The Chairman. You see, here is the problem. You have “Skip? 
WH.” That's Skip Rutherford, a friend of the Clintons down in Ar- 
kansas. “BP friend, New York lawyer. Quinn, arm’s length.” That’s 
to keep him arm’s length. Mr. Waldman testifies that he did, in 
fact, call Skip Rutherford about Ms. Schaffer, and a possible trip 
to Arkansas. Why did he do that? 

Mr. Ickes. I don’t know. You'll have to ask him. 

The Chairman. Waldman worked for Gearan; right? 

Mr. Ickes. At that point in time, I think Waldman was in the 
Communications Department, yes. 

The Chairman. He was part of this team? 

Mr. ICKES. He was certainly involved in these meetings on a reg- 
ular basis. 

The Chairman. Right. You see, you get done saying how impor- 
tant it is to get on top of this thing. The President sends a memo, 
oasically a memo because he says in his notes, get on top of this, 
stay on top of this, or words to that effect. Indeed thereafter, this 
:omes up in one of these meetings, January 7th, or whenever the 
date is. This starts in after. They say, who do we send? And they 
say, don't send somebody from the White House as such; but Mi- 
chael Waldman goes ahead and contacts Mr. Rutherford. 
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Now let me ask you. They're reporting to you. They're telling you 
what's going on. You're meeting regularly. Did he get back to you? 
Did he tell you? Did anyone tell you about this? 

Mr. Ickes. I have no recollection that he did. 

The Chairman. You have no recollection that he got hold of 
Rutherford? You didn’t tell them to get hold of Rutherford? 

Mr. Ickes. I have no recollection of asking him to get ahold of 
Rutherford. He may have done it on his own. He knew about the 
firm. All of us had worked in Arkansas during the campaign and 
through the transition. And Rutherford was a frequent visitor at 
the White House. 

The Chairman. You see, I'm looking at this in light of the fact 
that this was a communique from the President of the United 
States that resulted, eventually that communique being the Presi- 
dent's handwritten notes on the December editorial of The New 
York Times, as it related to Bassett. “Stay on top of this." 

We see these notes in which they say very clearly, “This thing 
is going to blow up. We'd better stay on top of it." Then here’s a 
discussion, who we can't send, and then, “Item by item, make sure 
her story is OK." Then Tisdale, Lindsey, Skip Rutherford — what do 
we have here? Waldman knows — we know that he does make con- 
tact. But you say you didn’t order him to make contact. 

Mr. ICKES. I don't know whether he did or whether he didn't. I 
have no recollection of it. 

The Chairman. I think yesterday he gave his deposition. Michael 
Waldman testified that he did indeed call Skip Rutherford about 
Ms. Schaffer, and a possible trip to Arkansas. 

Mr. Ben-Veniste. Mr. Chairman, we haven't seen the transcript 
of this, but I'm advised — I wasn't at the depo — but that his testi- 
mony did not concern that memo. 

The Chairman. I understood that it did. Alison took that. But 
the fact is that from Ms. Bassett's statement, she said that Mr. 
Rutherford did contact her. So you see, I have to ask, who in the 
White House, and indeed made that contact? Waldman says he 
made the contact. Who told him to do that? Was he at a high 
enough level that he would just go out and do this? And then when 
he made the contact, did he report back? 

Mr. Ickes. First of all, Mr. Chairman, I don't have any recollec- 
tion of him contacting or calling back. I do know that this AP story 
that you referred to earlier apparently — well, not apparently — says 
that it was Ms. Schaffer's husband who was called by Skip Ruther- 
ford. But in any event, I have no recollection of telling Mr. 
Waldman to contact either Skip Rutherford, or certainly Ms. Schaf- 
fer. I had reservations about it. I stress again, there was nothing 
illegal about it. But I had concerns about the possible adverse pub- 
lic relations aspect. 

The White House is not a monolithic creature. Sometimes people 
go off and do things on their own. 

The Chairman. Would he have told Mr. Lindsey about this? 

Mr. Ickes. He may have. 

The Chairman. Here's where I have a problem. The importance 
at that time of this situation involving Beverly Bassett Schaffer is 
obvious. It’s obvious from the notes here. It's obvious from the fact 
that the President wrote about it. He said, “Stay on top of this.” 
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It’s obvious that there was not only an attempt, but indeed as it 
related to somebody meeting with Beverly Bassett Schaffer’s hus- 
band. 

Speaking about that, we had testimony. She testified to it. And 
it seems to me that as the head of this team, you would be able 
to reflect on what took place. We don’t see that. Yet, for example, 
in that memorandum of January 9th, you go through copious, 
painstaking identification of who was tasked to do what? I’m just 
wondering how it is that there’s no report with respect to this rath- 
er important assignment? 

Mr. Ickes. Mr. Chairman, my view is not shared by everyone in 
the group. It was my view that it would be the better part of dis- 
cretion not to have White House people contact Ms. Schaffer, al- 
though there was absolutely nothing illegal, untoward, or unethical 
about having a contact made, especially in view of the fact that 
what she had said was supportive of Mrs. Clinton’s relationship as 
a lawyer with Madison Guaranty. That is not to say that some peo- 
ple didn’t go off and make phone calls on their own. I can’t vouch 
for that. 

All I can tell you is, as I sit here today, I have no recollection 
of Michael Waldman contacting Skip Rutherford, or telling me that 
he had. I’m not saying that he didn’t. I’m not even saying that he 
may have told me. But I have no recollection of it. 

The Chairman. Two questions, and we’ll wrap it up. 

Mr. CHERTOFF. Just a couple of quick things. 

Mr. Ickes, first of all, in the course of the discussion about issues 
with Beverly Bassett Schaffer in January and February of 1994, 
was there a discussion about her communications with Mrs. Clin- 
ton concerning something called Southern Development Bank? 

Mr. ICKES. I’m sorry. Would you repeat that? 

Mr. CHERTOFF. In the course of the discussions at the White- 
water Response Team in January and February of 1994 about Bev- 
erly Bassett, was there discussion about communication between 
Beverly Bassett and Mrs. Clinton concerning Southern Develop- 
ment Bank? 

Mr. Ickes. Not that I recall. 

Senator Sarbanes. That’s not part of our scope, Mr. Chairman. 

Mr. CHERTOFF. What was the answer? 

Mr. ICKES. Not that I recall. 

Mr. CHERTOFF. It doesn’t ring a bell? 

Mr. ICKES. It does not ring a bell with me. 

Mr. CHERTOFF. I also want to direct your attention to a period 
of time of the campaign. I want to make sure we’re quite clear on 
this, because you just testified a moment ago, I believe. You were 
in Arkansas during the campaign from time to time? 

Mr. ICKES. Let me be very precise about that. I was in Arkansas 
after the general election of 1992, where I was working with now 
Secretary of State Warren Christopher as his top Deputy with re- 
spect to the transition. I had been in Arkansas from time to time 
during the campaign, literally on a 1- or 2-day foray. 

I’m sorry — literally just one last piece of information. Others, I 
don’t want to vouch for Michael Waldman. I’d have to check with 
him, or you’d have to check with him. It is my recollection, how- 
ever, that Michael Waldman probably was in Arkansas at least 
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during the general election campaign, and maybe even during the 
primary campaign. I was not. 

Mr. Chertoff. I want to know, during the campaign or during 
the transition in 1992, were you present in the campaign office 
with people who, to your knowledge or observation, were reviewing 
Rose Law Firm Files? 

Mr. Ickes. Were they reviewing — was I present when people 
were in my presence reviewing? 

Mr. Chertoff. Yes, correct. 

Mr. Ickes. I have no recollection of it. The most I knew about 
Whitewater is that it had to do with a river and a piece of land. 

Mr. Chertoff. When you look at your memorandum of March 
1st to the First Lady, which is accompanied by the memo to you 
from Mr. Eggleston, that begins at S7288. 

Mr. Ickes. OK. 7288. I have that. 

Mr. Chertoff. Now the memo that Mr. Eggleston prepared for 
you is in the form of questions and answers. Am I correct that you 
furnished Mr. Eggleston with the questions you wanted him to an- 
swer? 

Mr. Ickes. I don't remember the precise conversation. As I testi- 
fied here today, I think that as I recall, the genesis of this memo 
was three things. One, the two documents that are appended to it, 
the FDIC report, the RTC report, as well as what I recall — I may 
be in error on this — either an article or an editorial in The Wall 
Street Journal, about which I think the President may have asked 
me questions. I know that I read it and was confused, and I asked 
him to prepare the memo. 

Mr. Chertoff. If you will turn to page 6 of the memo, which is 
S7292. You will see the last question that was posed here, and an- 
swered. 

Mr. Ickes. Wait just a moment. Tm on the wrong page, 7292? 

Mr. Chertoff. Right, page 6. 

Mr. Ickes. Yes. 

Mr. Chertoff. The last question posed in the memo reads as fol- 
lows: “Now that Mr. Altman as Acting CEO of the RTC has recused 
himself from further involvement in Madison Guaranty matters, 
who at the RTC will be the decisionmaker on whether to bring a 
civil action arising out of the failure of Madison Guaranty?” Is that 
one of the questions the President asked you? 

Mr. ICKES. I see. You’re reading the indented part. 

Mr. CHERTOFF. Yes, the question. I will read it again. “Now that 
Mr. Altman as Acting CEO of the RTC has recused himself from 
further involvement in Madison Guaranty matters, who at the RTC 
will be the decisionmaker on whether to bring a civil action arising 
out of the failure of Madison Guaranty?” Is that a question the 
President asked you? 

Mr. Ickes. I don’t recall him asking me that. He may well have, 
but I don’t recall it. 

Mr. Chertoff. Why did you request that Mr. Eggleston give you 
an answer to that question? 

Mr. Ickes. I wanted to have as much information as possible. 

Mr. Chertoff. What was the significance in your mind now at 
the end of February, after having gone through this issue with Alt- 
man and the recusal, and identifying who the decisionmaker would 
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be on whether there was going to be a case brought by the RTC 
with respect to the Rose Law Firm? Why did you care who the 
identity of the decisionmaker is? 

Mr. ICKES. As I recall the sequence of events, Mr. Chertoff, Mr. 
Altman had recused himself. 

Mr. CHERTOFF. On the 26th? 

Mr. ICKES. On the 25th, I think. 

Mr. CHERTOFF. 25th, 26th, yes. Why did you need to know? Why 
were you concerned? 

Mr. Ickes. I wasn’t concerned. I just wanted to know as a matter 
of information. 

Mr. Chertoff. Finally, Mr. Ickes, I just want to ask you this. I 
gather that the memorandum of January 9, 1994, and the memo- 
randum of January 10, 1994, which are assignments, was meant to 
be circulated to the entire Whitewater group. 

Mr. ICKES. You’re looking now at the memorandum of the 9th? 

Mr. Chertoff. Right, yes. Would it be fair to say that there 
would have been at least a half-dozen copies of this that would 
have been circulated around to the people who were the regular 
attendees of the group? 

Mr. ICKES. I think it’s fair to say, Mr. Chertoff, that these cir- 
culated to those to whom assignments had been made. It may well 
have circulated to others in the group. 

Mr. Chertoff. Well, what’s interesting here, I think, is that we 
have received two copies of this in the last 2 weeks. One of these 
was contained in the files that Mr. Altman discovered very, very 
recently. And one was contained in your files. I don’t believe — I’m 
sure I’ll be corrected if I’m wrong — that we have ever seen these 
memos in anybody else’s files, or in any prior production. Were 
these supposed to be held in any particularly confidential way? 

Mr. ICKES. Were these supposed to be held confidentially? 

Mr. Chertoff. Yes. 

Mr. Ickes. I think there was a general working assumption that 
the work and the proceedings of the Whitewater working group 
was to be held basically within that group, obviously. Other people 
knew about it. I was reporting on a regular basis to Mr. McLarty, 
et cetera. I don’t think these were confidential, maybe, in the sense 
that you’re using them. But we would ask people not to just sort 
of leave them around. 

Mr. Chertoff. I want to ask you this, I want to move to the 
present time. In your capacity now as the Deputy White House 
Chief of Staff to whom Ms. Sherburne reports, have you been in- 
volved at all in the making of policy decisions about how docu- 
ments are being produced? 

Mr. Ickes. She keeps me informed, basically. That is, in my 
view, a question for lawyers to decide who are skilled in that area. 
And Ms. Sherburne runs the Whitewater team inside the White 
House. She does report to me. She keeps me informed on a regular 
basis. But with respect to those kinds of matters, those are matters 
that lawyers far more qualified than I should make. She and Jack 
Quinn, who is now the Counsel, as you know, are very much in- 
volved in that. 

Mr. Chertoff. Is it correct as the paper reported today that Mr. 
Panetta only very recently has established a team of lawyers now 
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who will be responsible for ensuring that production is complied 
with? 

Mr. ICKES. I have not read the paper, and IVe not talked to Mr. 
Panetta for 3 or 4 days. I would doubt that report, but I haven't 
read the paper. There has been a team of lawyers in place under 
the leadership of Ms. Sherburne, and they have been responsible 
for overseeing this matter, and for the production of documents, 
and in my view, doing a very good job of it. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. Apparently the Counsel on both sides who 
took Waldman’s deposition have differing recollections, because our 
Counsel says that Waldman said that he did not talk with Beverly 
Bassett Schaffer. And in any event 

The Chairman. Rutherford was the person who then made con- 
tact with either Ms. Schaffer or with her husband. 

Senator Sarbanes. I think he also said he wasn't aware of any- 
one making contact. 

The Chairman. That’s right. In other words, the contact with 
Rutherford, for the purposes thereafter of making contact with Bev- 
erly Bassett Schaffer 

Senator Sarbanes. Waldman was not aware of that. Ah, there's 
a difference of opinion. 

The Chairman. Waldman contacted Rutherford, is that correct? 
You are saying no. We’ll have Waldman here, and we’ll see the 
depositions. We’ll know tomorrow. 

Mr. Ben-Veniste. Mr. Chairman, the news report that talks 
about Mr. Rutherford’s contact, was contact not to Ms. Schaffer, 
but to Ms. Schaffer’s husband, Archie Schaffer. 

The Chairman. That’s a pretty good contact. And I don’t think 
at this hour, we want to begin splitting hairs. 

Mr. Ben-Veniste, they thought they would speak to the husband 
in order to speak to Ms. Schaffer, because she was very upset and 
didn’t want to speak to anybody. So they did speak to Archie. 

Senator Sarbanes. I want to make the observation, since it’s al- 
ready come up. She felt strongly, apparently, that she had been 
stalked by Mr. Bossie. 

The Chairman. Senator, that’s inflammatory. That’s not a fact. 

Senator Sarbanes. She stated it herself when she was here. 

The Chairman. There’s been unfortunately an attempt today — 
very unfairly, but we will get the information and place it in the 
record — to impune Mr. Bossie and to attempt to say that he’s still 
working for that group. 

He’s indicated to me just a short time ago that he terminated his 
relationship with that group, that he wasn’t aware of that letter, 
that he was upset that that letter was sent out, and does not re- 
flect his sentiments. We will have those answers in writing fully 
for the record, so that all of the Members will have the opportunity 
to review it. 

I’m not happy with a letter like that, which claims that any one 
of our Members does such things. But again let me say that there 
will be letters from various groups who don’t think we are aggres- 
sive enough, who think that we should cease, that will characterize 
activities of various Members of the Committee, of staff of the Com- 
mittee in one way or the other. We just don’t have control over 
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that. Certainly we have an obligation if there is some kind of 
charge that may impune the integrity of the Committee to look into 
that. We will and we will have a full response with respect to that. 

Mr. Ben-Veniste. If I may, Mr. Chairman, the point that I was 
making is that the news story that raises all of this about Mr. 
Rutherford’s contact indicates that the contact was made by Mr. 
Rutherford to Archie Schaffer, who was then asked whether he 
thought his wife, Ms. Bassett Schaffer, would agree to have a press 
conference on her connection to the Madison Guaranty matter. 

So all of this — and I have the sense that I am in the movie 
Groundhog Day again. 

The Chairman. We’re going to go over it again, because you see, 
when you bring it up like that, I’m going to say, “I said to the wit- 
ness, the thing that concerned me — and I have it written here — is, 
Michael Waldman testified, and that was in his deposition, that he 
did in fact call Skip Rutherford and Ms. Schaffer about a possible 
trip to Arkansas.” He says he didn’t go to meet with her, but it’s 
clear from Ms. Bassett’s statement that Mr. Rutherford did indeed 
contact her husband. I said her, but let me be more precise — 
through her husband. I wanted to know whether Mr. Ickes as- 
signed this task to Mr. Waldman. 

Now, let’s go to the essence of what the Chair attempted to elicit. 
My question is, how is it that Waldman undertook this, and did he 
report to Mr. Ickes? Mr. Ickes says he didn’t assign him. Mr. Ickes 
indicates he has no recollection of him reporting back to him. But 
the fact of the matter is that Mr. Waldman did reach out to Skip 
Rutherford for the purposes of making contact with Ms. Schaffer, 
whether through her directly or through her husband. 

Now come on. You’ll bring it up and I’ll have to respond fully. 
This will take another 10 minutes. 

Mr. Ben-Veniste. If I may, Mr. Chairman, I know you don’t 
mean to interrupt me. But with respect to all of this, are you aware 
of whether Ms. Bassett Schaffer did have a press conference in 
January? 

Mr. Ickes. As I sit here today, I have no recollection of it, Mr. 
Ben-Veniste. 

Mr. Ben-Veniste. The record indicates here — we have been at 
this for many, many, many hours, and looked at all the docu- 
ments — that Ms. Schaffer has been consistent all along in the 
statement that she made, that her contacts with Madison Bank 
were appropriate. That has been corroborated by the Federal regu- 
lators who reviewed her contact. That the matter about which she 
was contacted never bore fruit, because she placed a prerequisite 
in the road toward Madison issuing preferred stock. That never 
happened. 

So now we are at the point of looking at whether an individual 
from the White House, directly or indirectly, contacted somebody 
else to determine whether Ms. Bassett Schaffer would have a press 
conference to say the same thing that she said before. That’s basi- 
cally it. Is there anything that strikes you as remotely improper in 
that series of events, Mr. Ickes? 

Mr. ICKES. Nothing improper about it. As I say, I thought there 
was nothing. And to this day, I think there’s nothing improper 
about having people contact Ms. Bassett Schaffer even if she were 
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a potential witness. But I have already explained the grounds on 
which I have very deep reservations. 

Mr. Ben-Veniste. We have now reviewed all the documents that 
have been provided. You’ve been questioned now for 7V2 hours on 
anything that is remotely interesting about those documents. I 
have to tell you that I haven’t found anything new or startling or 
remarkable about them. 

I want to thank you for your patience here today. 

The Chairman. Since we are discussing conclusions, and every- 
one has a right to do that, Mr. Chertoff would like to make his ob- 
servations about what we found that wasn’t known before. 

I will tell you this. It raises very real questions to me as it re- 
lates to the production of documents from other witnesses. And I 
mentioned this last week. When I get a document as detailed as 
the memos of January 9th and 10th, in which Mr. Ickes’ tasks var- 
ious assignments, and we get, I think, from only one other witness 
or two others a copy of this memo, I say: What happened to those 
files? What happened to that information? What happened to the 
information that would have been accumulated in carrying out the 
various tasks covered by that memo of the 9th and 10th? Why 
hasn’t that information been provided? Where is it? Was this infor- 
mation which was obviously sensitive and important and called for 
a task force, thrown away, discarded, lost? What took place? Those 
are not questions I asked Mr. Ickes. But these are questions that 
I think any reasonable person who is asking for information would 
raise. So I have a number of questions and we could go on. 

Mr. Chertoff, you can make a couple of quick observations, and 
we can go back and forth. Go ahead. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Because I keep hearing over and over again this refrain that 
there’s nothing new and startling. And I will tell you, since Mr. 
Ben-Veniste opened the door on it, that I have a vivid recollection 
of a deposition 2 years ago under oath which I read you portions 
of, in which both sides were trying to find out what was in the 
state of mind of people in the White House when they met with 
Roger Altman on February 2nd to try to keep him in charge of this 
investigation, and while the clock was running out on the statute 
of limitations on the civil case. 

I’ll tell you, if that clock had run out, none of the things about 
the billing records, or what was actually done — none of that would 
ever have been found out or seen the light of day. And specifically, 
in order to find out whether it was part of the intention of the plan 
in the White House to run the clock out on the statute of limita- 
tions, both Mr. Codinha, who was the Democratic Counsel, and I 
asked specifically again and again about discussions involving the 
statute of limitations. 

In terms of what was produced in this set of notes, I have vividly 
in my mind a set of questions about whether any of Mr. Ickes’ 
notes contained the words “statute of limitations.” And I can still 
hear the answer: No, he doesn’t recall statute of limitations in any 
of the notes except in the press clips. Imagine my surprise and 
shock to get the notes, and on page 1, it says “statute of limita- 
tions.” Memo after memo talks about an assignment for statute of 
limitations. That startled me, and that is new. 
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The Chairman. Mr. Ben-Veniste, do you have a last concluding 
remark? 

Mr. Ben-Veniste. If the mention of statute of limitations is the 
smoking gun from these documents, then I’m prepared to say, let’s 
call it a day. 

The Chairman. I don’t think anybody said smoking gun, but I 
think Counsel did indicate that that was new. 

I want to thank the witness. I want to thank both Counsels be- 
cause this is not easy. Neither Mr. Ben-Veniste nor Mr. Chertoff 
have easy jobs. You have to balance the interests of your respective 
Members of the Committee. 

I want to say the same to my colleague Senator Sarbanes, at- 
tempting to do the business of the Committee, attempting to seek 
the facts without being overbearing one way or the other. It’s not 
easy. Sometimes we can go amiss. But we’re going to try to do the 
best we can to continue in this effort. So I want to pay particular 
attention to the staff, the staff on both sides, Minority and Major- 
ity, who have done, I think, an outstanding job day in and day out. 
There may be some wrinkles at times, but I think it is worthwhile 
saying that both our Chief Counsels and the people who work for 
them have done an outstanding job. 

Senator SARBANES. Mr. Chairman, what is next week? 

The Chairman. Our next meeting will be Wednesday at 10:00 
o’clock. We have a number of witnesses from Arkansas that relates 
to, I think, the matter of 

Mr. Chertoff. Certain leases that were State leases of Madison. 

Senator Sarbanes. Do we know who the witnesses are? 

Mr. Chertoff. It’s the witnesses that were essentially going to 
be on for this Wednesday, but there was a scheduling problem with 
one of the witnesses. Their names are in the original list we gave 
out the previous week. 

Senator Sarbanes. There’s no meeting on Tuesday? 

The Chairman. No. 

Senator Sarbanes. Is there a meeting on Thursday? 

The Chairman. I would hope we could take this matter on Tues- 
day, certainly by Thursday, and hope that that leadership would 
work out a manner by which to undertake the question of the Com- 
mittee’s continued work, in order to complete it. 

So it would be my hope that sometime we could schedule debate 
on the matter Tuesday. Again, it seems to me that there’s a time- 
frame there. I don’t know if we want to agree to a time limit. 
That’s up to the leadership. I understand their offices have been in 
contact with one another. And as pursuant to the initial enabling 
legislation, that is something they have to do before we move to the 
Floor. But it would be my intention to move to the Floor, either on 
Tuesday or Thursday, with respect to the question of the continued 
work of the Committee. 

Senator SARBANES. Is the Chairman preparing a Resolution that 
will be taken up? 

The Chairman. It would be my intent to go forward with the 
Resolution. However, it would be dangerous to do that without the 
leadership. And I believe that the legislative authority requires 
that the Majority and Minority leaders meet in consultation to de- 
cide the course of action to take. 
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It would be my hope that after those consultations, I would hope 
that they could work out an agreement whereby the Committee 
could continue itfe work. If not, it would be my intention to move 
a memorandum or a Resolution to the Floor. We have not drawn 
that Resolution. Again we will sit with our leadership in consulta- 
tion to see what they deem might be appropriate to deal with this 
question. 

Senator Sarbanes. There’s not such a Resolution available to 
look at. 

The Chairman. Not that I’m aware of. I think we have spoken 
generally about continuing. Yet we’ve talked about generally a sum 
of $600,000. And without setting a specific time, so that we don’t 
run into a situation where there may be some who might be intent 
on running out the clock, it would be my hope — and I’ve said be- 
fore — that after the conclusion of the trial in Little Rock, which 
starts on March 4th — at least it’s scheduled to, and there are a 
number of key witnesses that I believe are necessary for us to get 
testimony. Mr. Wade is one of them. I believe his lawyer has indi- 
cated that he would plead the Fifth Amendment. 

There is a question of immunity for Mr. Wade. There is a ques- 
tion, obviously — we were very careful in the memo not to intrude 
on the Special Counsel, that it would appear that we would have 
to get the Special Counsel’s acquiescence. We have not raised that 
question with him. It wouldn’t be appropriate. 

But we would in all likelihood ask the Special Counsel if he had 
any objection to us granting immunity to a number of witnesses 
after he is done with them. If he has no problem with that, that 
is one way we could proceed to get the testimony from these var- 
ious witnesses. 

So here we have one, Mr. Wade, who raises the Fifth Amend- 
ment, his lawyer does. We are prohibited from even bringing him 
in because his attorney has put us on notice that he would raise 
the Fifth Amendment. 

We stand in recess until Wednesday at 10:00 o’clock. 

[Whereupon, at 5:50 p.m., the hearing was recessed, to reconvene 
at 10:00 a.m. on Wednesday, February 28, 1996.] 

[Appendix supplied for the record follows:] 
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Skadoen, Arps, Slate, Meagher & Flom 

1440 NEW YORK AVENUE. N.W. 

WASHINGTON. O.C. 20005-2111 
fax: <2021 3BJ-S74Q (202) 371*7000 

OIRCCT DIAL 
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March 25, 1996 

VIA FACSIMILE AND U,S, MAIL 

Senator Alfonse D' Amato 
Chairman 

Senator Paul Sarbanes 
Ranking Member 
Senate Special Committee 
on Whitewater 
534 Dirksen Building 
Washington, DC 20510-6075 

Re: Harold Ickes Testimony of February 

22, 1996 

Dear Senator D' Amato and Senator Sarbanes i 


Pursuant to the notice and instructions provid- 
ed to us by the Committee, we will shortly be submitting 
certain pages from the draft transcript of the above- 
referenced testimony of our client, Harold Ickes, marked 
to show appropriate corrections and clarifications. 

In the course of reviewing the transcript, 
however, it has become apparent that the limitations the 
Committee places on making corrections -- which permit 
modifications only under very narrow circumstances --do 
not provide an opportunity to address the numerous 
mischaracterizations of the record and unfounded assump- 
tions of fact contained in statements preceding many of 
the questions or sometimes, incorporated in them. Ac- 
cordingly, any corrections we submit would not and could 
not include all the clarifications that would be neces- 
sary to respond to all such inaccurate statements or 
inferences . 
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A few illustrations will suffice to demonstrate 
our concern. At several points, for example, it was 
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Senator Alfonse D' Amato 
Chairman 

Senator Paul Sarbanes 
Hanking Member 

March 25, 1996 
Page 2 


suggested that the White House was "acutely aware" of or 
unduly concerned with the statute of limitations as ap- 
plied to the RTC investigation of Madison Guaranty, and 
that there was an intentional plan by the White House to' 
let the statute run out. This simply is not supported by 
the documents in question, which showed that the statute 
of limitations was just one of numerous items on the 
Whitewater response group's agenda, and that the White 
House understood that the statute could always be extend- 
ed. Most importantly, it ignores the fact that the 
President signed into law on February 12, 1994 a bill ex- 
tending the statute of limitations. 

Similarly mischaracterizations and baseless 
speculation preceded questions to Mr. Ickes about his 
interview by White House Counsel in July 1994. For exam- 
ple, it was stated that Mr. ickes did not submit to an 
interview by White House Counsel -- when Committee staff 
was aware that he did -- and that private counsel were 
intentionally " interposed” between the witness and White 
House counsel for some nefarious reason, when there is 
absolutely no basis for that inference in the record. 
Other incorrect speculation was stated as fact in connec- 
tion with questions relating to events preceding Mr. 
Ickes' Senate deposition in July 1994. 

This kind of interrogation leads us to conclude 
much of the questioning had nothing to do with fact- 
finding or legislative oversight, and everything to do, 
in Senator Dodd's wordB, with playing "gottcha" to try to 
snare witnesses. This is similar to what occurred during 
Mr. Ickes' deposition, when counsel refused to show the 
witness his own notes from the February 2 meeting to re- 
fresh his recollection. An inquiry truly aimed at estab- 
lishing the facts would want to make sure a witness's 
recollection was refreshed by accurate, contemporaneous 
notes -- not to trip him up and have him guess at an- 
swers . 
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In closing, Mr, Ickes will provide the Commit 


tee with minor corrections to the transcript shortly. 1 
would ask that they, along with this letter, be incorpo 
rated into the official record of the Committee's pro- 
ceedings . 



cc: Edward M. Mai an, Editor 

Senate Banking Committee 
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Via Facsimile and U.S. Mail 

Robert S. Bennett, Esq. 

Skadden, Arps, Slate, Meagher & Flom 
1440 New York Avenue, NW 
Washington, D.C. 20005 

Dear Mr. Bennett: 

I write in response to your letter of March 25, 1996, to the Whitewater Special 
Committee regarding Harold Ickes' testimony at the Committee's hearing on February 22, 
1996. As you requested, your letter will be included in the official record of the 
Committee's proceedings. 

Alterations to Committee transcripts are permitted to correct grammatical errors, 
obvious errors of fact and errors in transcription. Mr. Ickes, like all other witnesses, was 
questioned under oath and on the record. The Committee does not authorize witnesses to 
use the errata sheet to change the substance their testimony after the fact. That practice 
would defeat the purpose of taking sworn testimony. 

Mr. Ickes was represented by experienced counsel during his testimony. He certainly 
had every opportunity during the day-long hearing to make any statements, modifications, 
or clarifications regarding the subject matters covered by his testimony. 

Aside from vague and unsupported protestations, your letter raised three specific 
issues. We believe that none has any merit. 

First, you complained about Committee counsel's question to Mr. Ickes regarding the 
relevance of the statute of limitations to the investigation in January 1994. The following 
exchange appears at pages 35-36 of the transcript: 

Q: [OJne of the issues was whether in January of 1 994, one of the considerations 

in the mind of the people at the White House who ultimately met with Mr. 
Altman was an acute awareness of the fact that the statute of limitations on 
the RTC investigation of Madison and the Rose law Firm was going to expire 
at the end of February unless there was an extension, and that had a great 
deal of relevance to the discussions with Mr. Altman in terms of his recusal. 
Do you remember that being the issue that was on the table ? 
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A: I do. I remember a number of Senators up there talking about it at great 

length. 

Mr. Ickes thus confirmed that the statute of limitations as applied to the RTC investigation 
of Madison Guaranty was a relevant issue for the White House. 

Second, you complained about the characterization that a private lawyer was 
interposed between Mr. Ickes and the White House Counsel's office. Mr. Ickes defended 
himself against any such charge: “I didn't have my lawyer convey it. And I was 

interviewed personally by Ms. Sherburne and Ms. Cheston." (Hrg., 2/22/96, p. 184). 
During the same testimony, however, Mr. Ickes himself used his lawyer as a shield from any 
knowledge about the meeting with the White House Counsel's office: "I don't know what 
information she conveyed. Somebody else took those notes. I wasn't present. I don't know 
the context." {Hrg., 2/22/96, p. 185). 

Third, you complained that William Codinha, then Democratic Special Counsel to 
the Senate Banking 'Committee, did not show Mr. Ickes his notes of a February 2, 1994, 
meeting when Mr. Ickes was deposed on July 24, 1994. However, Mr. Ickes specifically 
testified that he had previously reviewed his notes (Ickes dep., 7/24/94, pp. 231-232), and 
Mr. Ickes reaffirmed this testimony before the Committee: 

Q: Now, this is the question. I will go back to line 2. What was the content of 

those notes? 

I have no idea, I have to look that up. 

Did you review those notes before you made a production to Mr. Fiske? 
Answer: I did. 

Did you review those notes before the production as made here? 

Answer: Yes. 

Now, Mr. Ickes. vou had an opportunity actually to make corrections in the 
deposition, didn't vou ? 

A: As I recall, I did. 

Q: Okay. And do you have reason to believe that the printed record of your 

answers is incorrect? 

A: I'm not disputing the answer. I'm disputing the interpretation of the word. 

(Hrg., 2/22/96, p. 34). 
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It is ironic that Mr. Ickes is complaining about not seeing notes that he testified he 
had reviewed. As you no doubt recall, notes in Mr. Ickes' possession in 1994, long 
requested and subpoenaed by the Committee, were not produced until February 20, 1996. 

Sincerely, 

1 / X 

Robert J. Giuffra, Jr. 

Chief Counsel 


cc: Richard Ben-Veniste 

Minority Special Counsel 

Edward M. Malan 
Editor 
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BY HAND 

Senator Alfonse M. D 7 Amato 
Chairman 

Senator Paul S. Sarbanes 
Ranking Member 

Special Whitewater Committee 
United States Senate 
534 Dirksen Building 
Washington, D.C. 20510-6075 

Re : Testimony of Harold Ickes, February 22, 1996 

Dear Senator D 7 Amato and Senator Sarbanes: 

Enclosed, per our previous correspondence, 
please find corrections to selected pages of the tran- 
script of Harold Ickes 7 testimony of February 22, 1996. 
We ask that these corrections be incorporated in the 
official record of the Committee's proceedings. 

On March 26, 1996, Chief Banking Committee 
Counsel Robert J. Giuffra, Jr. wrote to advise us that 
our letter of March 25, 1996 would also be included in 
the official record, which we greatly appreciate. Mr. 
Giuffra also took issue with several of the points we 
made in that letter. While we do not agree with Mr. 
Giuffra 7 s responses, we do not intend at this time to 
replow that ground. We do, however, wish to address one 
new assertion that Mr. Giuffra made, namely, the sugges- 
tion that any of the documents produced by the White 
House on February 20, 1996 from Mr. Ickes 7 files should 
have been produced in response to the Committee's 1994 
document request. We vigorously dispute this. 
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Senator Alfonse M. D' Amato 
Chairman 

Senator Paul S. Sarbanes 
Ranking Member 

Special Whitewater Committee 
United States Senate 
April 18, 1996 
Page 2 


There appears to be a misimpression that the 
Committee's 1994 document request related generally to 
Whitewater, or to the RTC investigation or the statute of 
limitations, regardless of whether a communication or 
contact with a Treasury Department official was involved. 
It clearly did not. The Committee's request of June 22, 
1994 specifically sought documents relating to "communi- 
cations between officials of the White House and the 
Department of Treasury or the Resolution Trust Corpora- 
tion relating to" Whitewater or Madison. This request 
tracked the resolution of inquiry under which the Banking 
Committee was operating at the time. 1 

None of the new material produced from Mr. 
Ickes' files on February 20 related to White House-Trea- 
sury contacts. Indeed, the vast majority of the docu- 
ments dated from January 1994 -- before any such contacts 
involving Mr. Ickes. They therefore could not, and did 
not, relate to communications between White House person- 
nel and Treasury or RTC officials. 2 


Other parts of the request, not relevant here, 
sought documents pertaining to the investigation 
into Vincent Foster's suicide and the handling of 
documents in his office at the time of his death. 

One document that was produced in its entirety on 
February 20, 1996 (#S020789) does contain a single 
reference to the contacts, but that reference was in 
fact produced to the Committee in July 1994 in a 
redacted version of the document. See X000533. In 
addition, we have recently learned that an 
unredacted version of this document was in fact 
produced to the Committee by the White House on 
November 2, 1995 (#S9845) . Accordingly, this docu- 
ment was produced as appropriate, when called for by 
the Committee. 
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Senator Alfonse M. D' Amato 
Chairman 

Senator Paul S. Sarbanes 
Ranking Member 
Special Whitewater Committee 
United States Senate 
April 18, 1996 
Page 3 


To underscore that the Committee's 1994 request 
was limited to White House -Treasury contacts, one need 
look no further than comments made by then- Chairman 
Senator Donald Riegle, during the Committee's August 4, 
1994 hearing. The issue before the Chairman at the time 
was the proper scope of inquiry into document ##S007288- 
7313, the Neil Eggleston memorandum of February 28, 1994. 
That memorandum, as you are aware, dealt with the FDIC 
and RTC investigations into Madison/Whitewater, the 
statute of limitations, and the Rose Firm. The document 
was initially produced to the Committee in redacted form, 
because the White House concluded that those matters were 
not called for by the document request. At the hearing, 
the Committee was provided with the full document. 
However, the Chairman still limited questioning to the 
final section concerning the ramifications of Mr. 

Altman's February 25, 1994 recusal, and advised the 
witness that he should restrict his responses to only 
that part of the memo, as that part alone was within the 
Committee's charter. ( See Transcript of Hearing (Aug. 4, 
1994) at 310-312.) As the Chairman's comments and ac- 
tions made clear, matters relating generally to the RTC 
investigation of Madison or generally to the statute of 
limitations were not at the time material to the 
Committee's resolution of inquiry or responsive to its 
document request. 

Additionally, we note that the Committee did 
not generally request records Mr. Ickes kept of the 
Whitewater Response Group until February 15, 1996, even 
though it had been aware of their existence since Mr. 
Ickes' deposition in 1994. This further indicates that 
the Committee recognized that these documents were not, 
as a broad category, responsive to previous Committee re- 
quests . 


Finally, as you know, the White House Counsel's 
office took responsibility for producing White House 
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Senator Alfonse M. D'Amato 
Chairman 

Senator Paul S. Sarbanes 
Ranking Member 
Special Whitewater Committee 
United States Senate 
April 18, 1996 
Page 4 


documents responsive to Committee requests directed to 
individual White House personnel, including Mr. Ickes . 

In March 1994, in response to an Independent Counsel 
subpoena regarding White House -Treasury contacts, Mr. 
Ickes made a sweep of his files and turned over anything 
arguably responsive to both his personal counsel and to 
the White House Counsel's Office. The White House 
Counsel's staff later culled that group for documents 
responsive to the Committee's June 1994 request. Two of 
the documents produced to the Committee on February 20, 
1996 -- including the January 16, 1994 notes of a meeting 
regarding Whitewater held in a private home -- were among 
those given to White House Counsel in March 1994. When 
the Counsel's Office undertook to respond to the Commit- 
tee's June 1994 request, it evidently determined that 
these documents were not responsive --a conclusion with 
which we would have concurred. 

As Mr. Ickes explained when he testified, he 
deeply regrets that the documents produced in February 
1996 were not provided to the Committee earlier, but his 
failure to do so was wholly inadvertent, and he had no 
intention to conceal anything from the Committee. We do 
not agree, however, that these documents were "long 
requested" or "long . . . subpoenaed by the Committee, " 

or with the suggestion that any of these documents should 
have been produced in 1994. 
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Senator Alfonse M. D'Amato 
Chairman 

Senator Paul S. Sarbanes 
Ranking Member 

Special Whitewater Committee 
United States Senate 
April 18, 1996 
Page 5 


We ask that this letter also be made part of 


the record of Committee's official proceedings. 



Sincerely 


Enclosures 


cc: Edward M. Malan, Editor 
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United States Senate 

COMMITTEE ON BANKING, HOUSING, AND 
URBAN AFFAIRS 

WASHINGTON, DC 20510-6075 


April 22, 1996 


Via Facsimile and U.S. Mail 


Robert S. Bennett, Esq. 

Skadden, Arps, Slate, Meagher & Flom 
1440 New York Avenue, N.W. 

Washington, D.C. 20005 

Dear Mr. Bennett: 

The Special Committee to Investigate Whitewater Development Corporation 
and Related Matters has received your letter of April 18, 1996 to Chairman 
D’Amato and Senator Sarbanes regarding Mr. Harold Ickes’ testimony to the 
Committee on February 22, 1996. As requested, your letter will be included in 
the record of the Special Committee’s proceedings. 

You requested that the Special Committee make certain corrections in the 
transcript of Mr. Ickes’ February 22, 1996 testimony. As you know, the Special 
Committee’s rules permit alterations of its transcripts only to correct grammatical 
errors, obvious errors of fact and errors in transcription. Many of your requested 
corrections exceed these parameters and would change substantively Mr. Ickes’ 
testimony to the Special Committee. Accordingly, Chairman D’Amato has 
instructed the Special Committee’s editor, Edward Malan, to make the corrections 
you requested on pages 67, 74, 143, 167, 182, and 259 of the transcript, but not 
those requested on pages 29, 30, 32, 100, and 239 of the transcript. Enclosed is 
Chairman D’Amato’s memorandum to Mr. Malan to that effect. 

In lieu of altering the transcript of Mr. Ickes’ testimony on page 239, the 
Special Committee will take note that you have advised the Special Committee that 
Mr. Ickes had a White House pass that was revoked in September 1993. 

Your April 16, 1996 letter states that none of the documents produced by 
the White House from Mr. Ickes’ files on February 20, 1996 was covered by the 
June 22, 1994 request for documents from the Committee on Banking, Housing, 
and Urban Affairs. The record is to the contrary. 
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Robert S. Bennett, Esq. 

April 22, 1996 
Page 2 

The Banking Committee’s June 22, 1994 letter to Mr. Ickes, a copy of 
which is attached, requested all records, regardless of format, in Mr. Ickes’ 
custody, control, or possession "that relate in any manner " to communications 
between the White House and the Department of the Treasury or the Resolution 
Trust Corporation ("RTC") concerning Whitewater Development Corporation 
("Whitewater") or Madison Guaranty Savings and Loan Association ("Madison"). 
This request encompassed not only documents specifically referencing White 
House-Treasury contacts, as your letter asserts, but also records that were more 
generally relevant to such contacts-including records that reflect, refer, or relate 
to the subject matters discussed in the meetings and communications between 
White House and Treasury or RTC officials. Cf. Morales v. Trans World Airlines, 
Inc ., 504 U.S. 374, 383 (1992) (adopting a broad interpretation of "relating to"). 

There can be little doubt that notes and documents relating to the statute of 
limitations governing claims brought by the RTC arising from the failure of 
Madison were relevant to the White House-Treasury contacts. Mr. Ickes himself 
acknowledged this fact when he testified to the Banking Committee on August 4, 
1994. His opening statement to the Banking Committee dealt almost entirely with 
the statute of limitations and his state of knowledge with respect to this issue prior 
to and after the February 2, 1994 meeting between White House officials and 
Treasury and RTC officials Roger Altman and Jean Hanson. See S. Hrg. 103- 
889, Vol. IV, Hearings Relating to Madison Guaranty S&L and the 
Whitewater Development Corporation- Washington, DC Phase, pp. 353- 
355. Therefore, the Banking Committee’s June 22, 1994 document request 
encompassed documents numbered S9908-S9911, produced to the Special 
Committee on November 2, 1995, and documents numbered S20819, S20888, 
S20790, produced to the Special Committee on February 20, 1996. 

Finally, your April 16, 1996 letter states that the Special Committee did not 
request notes and records relating to the Whitewater Response Group until 
February 15, 1996. The record is to the contrary. On August 25, 1995, the 
Special Committee requested from the White House all records, in whatever 
format, that relate in any manner to, among other things, Whitewater and 
Madison. This request was repeated in the Special Committee’s October 30, 1995 
subpoena commanding production of all such records. Obviously, records and 
notes of the self-described Whitewater Response Team relate to Whitewater and 
Madison. 
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Robert S. Bennett, Esq. 

April 22, 1996 
Page 3 

In any event, Mr. Ickes testified to the Banking Committee in 1994 that, 
despite having reviewed his records prior to their production to the Special 
Counsel and the Banking Committee, Mr. Ickes did not recall any reference to the 
issue of the statute of limitations in his notes. (Ickes dep., 7/24/94, pp. 231-232). 
The Special Committee does not, as you suggest, bear the burden of identifying 
specific notes that are responsive to its request and subpoena, especially given Mr. 
Ickes’ prior testimony about such notes. 


Sincerely, 



Chief Counsel 


cc: Richard Ben-Veniste 

Minority Special Counsel 
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June 22 


Harold Ickes 

Assistant to the President and Ceputy Chief of Staff 
1600 Pennsylvania Avenue, M.W. 

Washington, D.C. 20500 

Dear Mr. Ickes: 

On June 21, 1994, the Senate passed Senate Resolution 229, 
a copy of which is enclosed, directing the Conunittee on 
Banking, Housing, and Urban Affairs to conduct hearings on 
matters specified in the resolution. 

In preparation for the hearings, we request that you 
provide to the Committee all records that are within your 
custody, control, or possession, regardless of format, that 
relate in any manner to the following subjects: 

(a) communications between officials of the White House 
and the Department of the Treasury or the Resolution 
Trust Corporation relating to the Whitewater 
Development Corporation and the Madison Guaranty 
Savings and Loan Association; 

(b) the Park Service Police investigation into the death 
of Vincent Foster; and 

(c) the way in which White House officials handled 
documents in the office of Vincent Foster at the time 
of his death. 

These records should be delivered to Kelly Cordes, the 
Committee's Chief Clerk, 534 Dirksen Senate Office Building. 

As you know, Senate Resolution 229 provides that public 
hearings on this matter begin no later than July 29, 1994. 
Therefore, it is necessary that these documents be received by 
the Committee no later than July 1, 1994, and prior to that 
date, if possible. Please provide us, together with the 
delivery of documents, with a list of the records that you are 
submitting so that the Committee and you have a common list of 
the records supplied by you. 
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Harold Ickes 
June 22, 1994 
Page Two 


If you at one time had records on the matters listed 
above, but have provided them to someone else, please advise us 
in writing, by July 1, 1994 , to whom .you provided those records 
and furnish us a list of the records provided. 

If you have any questions concerning this request, please 
call Michael Davidson, Senate Legal Counsel, at 224-4435. 

This request is, of course, an initial request and may be 
supplemented by additional ones. If you will be represented in 
these proceedings, please advise us of the name, address, and 
telephone number of your counsel. 

Your cooperation in this matter is greatly appreciated. 


S incerp i v . 
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Ranking Member 


Enclosure 
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Skadoen, Arps, Slate, Meagher & Flom 

1440 NEW YORK AVENUE, N.W. 

WASHINGTON. D.C. 20005-2111 
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May 3, 1996 

VIA FACSIMILE 

Hon. Alfonse D'Amato, 

Chairman 

Hon. Paul Sarbanes, 

Ranking Member 

Special Whitewater Committee 
United States Senate 
534 Dirksen Building 
Washington, D.C. 20510 

Re: Harold Ickes' February 22, 1996 Tes- 

timonv 

Dear Senators D'Amato and Senator Sarbanes: 

We write in response to a letter from Committee 
Counsel Robert J. Giuffra, Jr. , transmitting a memorandum 
from Senator D' Amato to Edward M. Malan in which the 
Chairman directs Mr. Malan to refrain from making certain 
specified corrections in the transcript of the above- 
referenced testimony by our client, Harold Ickes. 

We object to the Committee's refusal to include 
certain clarifications to Mr. Ickes' testimony, as re- 
quested by us. Mr. Giuffra asserts that the rules permit 
corrections only for grammatical errors, obvious errors 
of fact and errors in transcription, and thus certain of 
the changes we requested were disallowed. However, the 
directions provided by the Committee also permitted 
"minor clarifying changes. . . if they do not change the 

original statement." In the changes that were disal- 
lowed, no alteration was made to the substance of the 
original statement; in almost all cases, words were 
simply added to them for purposes of clarification. Ac- 
cordingly, they are permitted under the rules, and we 
urge that they be included. If not, we would at a minimum 
ask that the corrections we proposed, which were attached 
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Hon. Alfonse D'Amato, 
Chairman 

Hon. Paul Sarbanes, 
Ranking Member 
April 23, 1996 
Page 2 


to our letter of April 18, 1996, be included in the 
record along with that letter, so that the public record 
at least will reflect that Mr. Ickes attempted to assure 
the record was accurate and complete. 

In that respect, it is significant that several 
of the clarifications that were disallowed seek to reit- 
erate the fact that Mr. Ickes reviewed documents in March 
1994 and turned them over to counsel at that time. The 
clarifications are not needed to correct Mr. Ickes' 
responses so much as to correct misimpressions that may 
have been created by the way counsel framed his questions 
to Mr. Ickes. The Committee, moreover, has no reason to 
doubt that the clarifications are accurate and correct as 
to those facts. Accordingly, the Committee's refusal to 
allow these changes only gives support to those who claim 
that some on the Committee are engaged in a game of 
"gottcha, " and are less concerned about accuracy and 
completeness . 

As to Mr. Giuffra's other comments about the 
scope of the Committee's June 22, 1994 document request, 
the record, including Chairman Riegle's comments at 
August 4, 1994 hearing, speaks for itself. The request 
was reasonably understood by all at the time to be limit- 
ed to documents specifically relating to White House- 
Treasury contacts, and we will not revisit the issue 
here. 


Again, we ask that this letter be included in 
the official record of the Committee. 





cc: Edward M. Mai an 
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MEMORANDUM 


"he First Lady 


C 0 K TJX P S a 


FROM: 

DATE: 


Harold Ickes 
1 March 1934 


Resolution Trust Corporation 


Attached is a copy c 
memorandum to me regardin 
the Rose Law Firm ("Rose* 
the FDIC report, dated 17 
conflicts of interest reg 
against Madison Guaranty 
concerning the same cubje 


t W 
g cd 
) 

Fek 
ardi 
anc 
ct . 


Neil Eggleston's 28 February 1954 
rtain issues involving the RTC and 
Attached to that memo are copies of 
ruary 1994, concerning possible 
ng Rose's representation of the FDIC 


che RTC' s 8 February 



report 


man met 


— Lt is my understanding tihar shortly after Rc _ 
with Bernie Nussbaum, me and others concerning the RTC ^catuce of 
limitations, he received an opinion from an ethics officer of the 
Treasury Department that he, as the acting head of RTC, jdid'nct 
have to recuse himself from matters involving Rose/Madiion 
guaranty; I - will - ' connrm tnis situation. 

Please let me know if you want to discuss the attached. 
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the IG will adopt the broadest possible interpretation of its 

mandate . 


2. The FTC Report . 


The RTC report was I n d It'dbt'il on — r^ e - brua 
Senator O'Amato. 



The RTC report differs in two major respects 
rhtt .jBTe ^i-cL.not intervi ew any Rose 


9i"C r ypui t 

^attorneys. The RTC revived 
employees only. Second, 
reached no conclusion on 
conflict. As the report 


representation of Madison to 


the 

vhe 


1!>94 by 


from the 
law firm 


RTC records and interviewed rtc 
report is factual only A Tie report 
:her the Rose law firs had i 
describee it scope, "This inkejstigation 
focused only on whether 4r nst Rose disclosed its previous 

the FDIC and RTC." 


The RTC concluded that Rose did not disclose either its 
prior representation of Madison Guaranty or Mr. Hubbell's 

The report acknowledges f— fiowever, 
the retention, the supervisory FDIC 
njada aware of Mr. Hubbelys 
Ms. Breslaw determined^ that no 


relationship with Mr. Wabd. 1 
that within a few months! of 
^attorney, Ms. Breslaw, vias 

p with Hr. . 

conflict existed. 



The RTC did net hire the Rose law firm; rather, the 
stsr.tien by the FDIC took placa before the RTC vac evpn in 
'istence. Further; — t he R T C a c kn o wiodqou - J n it s ^ report that it 
had no outside conflicts committee, nor regulation^ gxidanca or 
policy on conflicts until after 1989. 

The conclusion of the RTC report is that tWe/ matter was 
referred to the Office of the General Counsel (Ellen Kulka) for 
any action that it deems appropriate. 2 



1 An ultimata finding that Rose had not disclosed either the 
prior representation of Madison Guaranty or the Ward relationship 
would ba a finding that Mr. Hubbell was nb^ truthful in his 
recollection. Mr. Hubbell told the FDIC when x^Vas preparing its 
report that ha advised FDIC attorneys about \J:he prior Rosa 
^pr es e ntation — a£ — M adi s o n — Guarant y and belJ^ ve^ that h* also 
advised the government attorneys about his relationship with Mr. 
Ward. Mr. Hubbell was not interviewed by the RTC attorneys during 
the preparation of their report. \ 

: A* natad above, the RTC report only addressed the factual 
issues of representation and disclosure. ' The report did not 
attempt to apply the facts to any applicable conflicts rules or 
regulations. It is not clear what the RTC General Counsel, Ms. 
Kulka, will do with the report. The RTC. has an Outside counsels' 

(continued. . . ) 
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The most severe 
finding that the Rose law 
representation of Madison 
iWard and that it breached 
firm would be permanently 


tec or the FDIC (and possibly (other banking regulators^ . j Lesser 
sahst innn Imposed by the r egu latory agencies miqht^ alio na 


At the hearing, Mr. Altman agreed 
feport to the RTC IC for review. 


to refer the RTC 


wh at sanction could be imposed if the FOIC/R^C finds 
that the Rose law firm had a conflict of interest or an 
appearance oc A - "Coni IT5TC fm'-iianilliag the Trost 
litigation in 1389 and failed to disoloss that 
conflict? 


i Co, 


- As n o ted ab o v e, ^it ^ nnr „,,rlp«r wh«fS#»T- 


FOlfc or the 

C will review this matter under an actual conf lictXtantiard or 
n appearance of a conflict standard. It would seen tf^atl to 
aposa any sanction, the ih would have to decide that the) Rose 
'firm violated a duty that (was Jin existence at the tine,Laot a 
duty that later became more strict. 


sanction that would likely flow from a 
firm had a duty to disclose its prior 
Guaranty and its relationship with Mr. 
that! duty would be that the R0ie law 
barred from any further work /for the 


possibla, such as a tamporary bar. 

■ — c nto 7 LcSy* » ri 

Under the facts as we now understand them, it vcuid CtMria 
seem quite unlikely that the RTC could bring a civil action 
Ruse mm - o r an y o f ito - attorney * for -^ilure to 
disclose the conflict. ’To prevail, the RTC would ha^e to show 
/fraud or intentional misconduct that caused substantial loss to 
the institution or unjust enrichment to the Rcsa firm. \ The RTC 
could only really show fraud or intentional misconduct 4^ it 
could demonstrate that the Rose law firm '• threw** the Frost k Co. 
litigation because of its prior representation of Madison 
Cuaranty , 


Criminal liability for the Rose firm would seem even 
more romota. To prevail, the Special Counsel would have to show 
that Rose acted with intent to defraud the savings^ and loan or 
wilfully made falsa statements to the FDIC/RTC through its 
fa ilure to disclose the conflict. ^ J 

'.That civil mattars li the RTC investigating^, who can it 


aue, 'and uaycidn' t 

investigation until lata 1993?’ 


f .about—Ocivil 


1 ( . . . continued) 

or Conflicts Committee to which she could refer the report. She could 
!&• presumedly also refer the report with a recommendation to the RTC 
is' Acting CEO Jack Ryan for action. 


1 
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The RTC is investigating whether it has a civil tort 
action against anyone who caused a loss to Madison Guaranty. 

This would include insiders such as James and Susan MgObugal and 
members of the Board of Madison. It also includes prof issionala 
Cio provided service to Madison Guaranty, such a3 tfje Rose lav 
f lrmT~'"otfl6c l laV r inns, and accuun t in g f I r as . — Tfte-'Frost j & Co. 
suit is an example of a suit against a professional service 
provider that caused loss to Madison Guaranty through a negligent 
audit. The RTC could also sue outsiders, including the| President 
and— — Clint o n, — ii-tha HTr found that the outs ider* worked with 
£naid«r3 illegally to divert a3aets of the savings^and loan, for 
example, if the RTC beli svedl that the Clinton campaign knowingly 
received diverted Madisop assets at the April 1985 fundraiser or 
that the Clintons knowingly t-eceived other diverted MAdison 

■mitewatar, it could bring suit. The RTC 
. snt bf a loan where it has information • 
:iat the loan was improper. 


Guaranty asaats through 
commonly sues the recipi 
that the borrower knew t 


Under the legi 
as conservator of a fail 
claim within three years 


slatdon creating the RTC in 1989, the RTC 
ed s|ayings and loan had to brln)g a tort 
of (the time the RTC (or FDICr ala 
predecessor) took over tile institution. The FDIC to^k lover 

Alson Cuarantv on Febr uar y 28, 1989. Thua, all^ tortj had to be 
brought by February 28, 1992. That day passed during the 
campaign. 

The Resolution Trust Corporation Completion Act, signed 
- th e-- P rea xd e ne -o n D ece mber — l-T-y — 1 99 2 / — r e viv e d t he possibility of 
"a’ civil action. Under that legislation, a narrow cias^ of torts- 
-those that were fraudulent or involved intentional misconduct 
and that either caused substantial loss to the institution or 
unjust enrichment to the defendant — were revived. The- 1 statute 
extended the limitations period such that this category of tort 
could be brought within five years of the time the RTC took over 
the institution. 4 Moreover, the statute specifically provided 
that the five year period would apply even if the three year 
limitations period had already run. 3 


3 I am unaware of any civil suits brought 


he RTC prior to 
it had sued 


February 28, 1992, but I would not be surprise 

oOougaJ and other ineid^ra. McDougal vac in dicted in 1989 for 

bank fraud involving Madison Guaranty, and was acquitted in 1990. 
It would be fairly common for the RTC to pursue a civil^action even 
after an acquittal. 

4 Torts based cn negligence are still covered by. the three year 
statute of limitations. 

J Tha statutQ of limitations for crimes Involving financial 
institution* is 10 years from the date the illegal conduct 
occurred, regardless of when the RTC took over the institution. 


HimuiB 
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A» a result, t he RTC would not have been looking into a 
\ possible civil suit involving Madison Guaranty after February 
\ 1 992 and before the passage of the statute last fall. Fn late 
\l993 and early 1994, Senator D'Amato and Rep. Leach recoqnired 
c^at the legislation had revived the possibility of aiyRlc 

In the HArilcn n Both took to the flo or of their 

respective chambers, aggressively urging the RTC to commence an 
action before the statute expired. In early 1994, the RTC— then 
faced with a statute of limitations that would run by the end of 
Fe bruarv—hired the San Fr anclsco-based law firm of Pills bury, 

”^t ip lh date! wining whether to bring 


Sdison and Sutro to aesi 
/any civil actions arising out 

In February 199jl 
extended once again, through 
expected to expire on Decpmb* 


Nov that Mr. Altman 
recused himself fre 
Guaranty matters 
maker on whether tc 
the failure of Madi 


of Madison. 4 


the statute of limitations iwus 
the life of the RTC, whicn~is 
31 , 1995 . 

as Aotiog CEO of the RTC has 
m further involvement in Madison 
Mho at the RTC will be the deeision- 


bring a civil aotion ari 
son Guaranty? 



F allowing hlb t estimo ny bef o r e the Sen a t e-^ankj 
Committee on Thursday, Mr. Altman recused himself as Acting CEO 
of the RTC from any further involvement in Madison 
Guaranty/ Whitewater matters. 


ing out of 


mg 


ir is Jay 


4 The partner at Pillsbury assigned to this maptjg 
Stephens, a Republican who was a member of the Reagan and Eush 
administrations. From 1981 to April 1986, Mr. Stephens was a 
political appointee at the Justice Department. By 1986, he had 
become Associate Deputy Attorney General. From April 1986 through 
March 1988, he was Deputy Counsel to the President. In that 
capacity, he had a role in the Iran/Contra Affair. After published 
reports that Oliver North had shredded docum^ftts, Mr. Stephens 
called Fawn Hall. When she denied (falsely) that any improper 
shredding had taken place, Mr. Stephens accepted 'her denial, and 
^t he White House issued a statement denying the^ sjiret^d i ng . 

In March 1988, President Reagan appointed Mr\ Stephens to 
be U . S . Attorney for the District of Columbia. Whe\ President 
r.l-intnn nought tha removal of all U.S. Attorneys in April 1993, Hr: 


Stephens called a press conference at which he suggested that the 
/ President was acting to frustrate the investigation of Rep. 
Rostenkowski. At the time, Senator Dole called fer hearings into 
what he termed the "March massacre." Until January 1994, Mr. 
Stephens had been considering running for the Senate. 
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FDtC . 


W>V|353*ni m ***** 4nCV Wi ^u iuOn 

oc30*n 

0«n«rti COwAUl 


r uituaiy lT -r-139* 


KZJfORAKOUJl to* 

rzau 


CTi 


Chairman Hova 

Dougljas h. Jones iC/a ,M V* ^ 
Acting general Counoehs^j 



Am you raquastod, va hava reviewed tha rUXC'a 1*S9 retention of 
tha Scoo Lev rim vith map* ct to Kidiaon guaranty Savings and 
— ut i dhn^i a oa ow raviav and fin dings* i you 

can sw iron tha report, v« found no zz zzrzzzzdz -r,-- Loo 

rstantion Lnvolvad a oonflict of in tar eat by tho Iaw\fiJna- 
Accordlngly, va an not recosaanding any sanctions the 

rim* U 


Attactsant 
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tar 


LS01L DlYIfllO* JLFPOR? OK TEX EKIVTIOH Of TEX *088 
— fox ng XMIIQK (SUlJJL ETTr-gAyX Ea f -M ID 1 /3 A* rn jfaiXVArfr 


rep«t 


The purpose of till® _ 
circumstances surround 
"Firm 1 ') for the rapres 
Guaranty Bavinga 4 Loan 
respectively) in lltlga 
accounting firs* It < 
repreeentation of the 
Conaissioner ccnstitut 
litigation against the 
the Firm partner in chj 
of interest; and (3) vti 
'^varrentadr. 


a station 


ekp 


ta 

( 

tlor 

lozi 


the 


84L 


ed 


a 

Cons 

rg* 

•the; 


7XEE 
IIEEXY 


ay Fir* (tha 
af Kadis on 


yii to {l 

,wy 


•v* f!n 


is to raviav the facts 
i^g tjba retention of the Stoss 
of the conservatorshi 
"Conservatorship" and the 
against the rrost 4 Co* (•Frost") 

«■ (1) vnether ths Firm's prior 
before the Arkansas- securities • • 
conflict of interest* (2) whether the 
ervatorship by the fatherpln-lav of 
of ths Frost litigation Ve* a conflict 
r any action against thy Firm is 


Assertions have bean made that ths Firm had conflicts 
that should have prohibited it from representing the 


of interest 


HUH, 

to- 
illliw 
tti Ccr 
l K“ u: 

vtsll f 
ttiay 
spn 

» tii 

Vw 

ispltci 

CCX1U 

to' 


ti* k*u«, 


Ir^vlovoc tea time purled 1 3 vhlch th e m x c for 

nanaging the Conservatorship (trom February 21,1589 through 
August 9 9 1389 # when the Resolution Trust Corporation was 


established) to determine the facts reietad to the Flkm's 
retention. As a part of our review, ve looked at all relevant 
internal FDIC and FTC materials fro* that time, reviewed relevant 
materials Identified by the Firs# and interviewed each of the 
participants end others who vers involved with the 
Conservatorship. 


As detailed below, based on the information available to us, ve 
have found no batle to conclude that under theVthan applicable 
rules either aituation involved a conflict. of \ interest. 
Accordinglyi ve raecnend no sanctions against the Fir** 


an:: 
u wi 
froit 
(hue 
e!fi» 
»(fu: 

latU: 

tit* 

wait 


cskm 


lactgrouni 


on February 7, 1989* the rPX C entered into an agreer&nt with the 
Fedartl Savings and Loan ineurancs corporation (•ysLIC") to act 
4 i agent for the FSLIC in any receivership or conservatorship 
appointad for an insured saving* association after January 1, 
1909.’ On February 2t r 1989, FSLIC was appointed conservator for 
tha Madison Guaranty Savings 4 Loan. I^irsuant to the agreeaant 
vlth the KUC, the FDIC vss appointed the imaging ageot for the 
Conservatorship. la that role, the FDIC was required to marshal 
the institution's asaets and pursue all claims by end defend 
thoaa againat the S4L* Among the litigation existing at the S4L 
at that tiae vas a suit against ths institution's former editor, 
Frost 4 Co. As managing agent, it was the TDlC's reaponaibllity 


ifi 15: 
“n i 


b t v , 


ta j 


’j«Vi 

ui 

nit 
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^ts-determinc whether that suit hid.. any valut and^dff »q, to 
continue the pursuit of the action. Tha FDIC's formal role ended 
on August 9, 1911 f vith the creation of. the RTC, vnose function 
was to fierve as receiver or conservator for any S4t 01 iaad after 
Ja nuary 1, 1989* 

«L 


The, firm's -Prior Rep resentation 


In 1985. the Firm rapn 
Securities Commission* 


alllion privata plaoem 
tha Commissioner vat 
application by which 
sought to sot up a 



ntW tha Skh bafort the 




tvo hatters* a plan to it ana a $3 
f preferred stock in tha «L, on which 
to issue an opinion? and an 
L, aasumixjg it raised tha capital , 
corporation that would become a 
r th vhailycvmed broker dealer of securities. ThS opinira was issued 


on Hay U, 1915 and th4 Commissioner approved tha s 
corporation on September 20# if85 # although placing/a 


cn tha approval that 

~rrr 


54L must raisa tha capit 


lea 

condition 
by December 


1883. — Tha - capita 1 ^ was n*ver _ rtis*4 and'thaplan vaa not 
implemented. Thera vara no coaau nioat i ons batveen tha 
unit commissioner's staff and tha Fin after 1915 vith respect to the 
securitise placement or tha plan. 


!■* 


mt 
u 


i ict 

:r for 
i«st 
t:: & 
miul 
H 

ii M 

iiiity 

:ci’ 


Part of zna submission in — upport oC tvo «ppilcctlona vaa 

an audit of tha financial* eta t enan ts of tha fllX# performed by 
Froat for calendar year 1984. Certain adjustments to these 
financial statements vara questioned by tha Commissioner's 
office. Tha records of the Ccsalssionsr'S office show that th« 
affect of those adjustments vaa explained in letters from Frost 
and John Lathes, the 8U#'$ chief executive officer, attached to a 
letter from tha Firm on July 2S, 1965. There is no indication 
that the Firm ratalnad tha auditor, assisted in any vay in the 
audit or took any position as to tha quality -of the audit. 

In 1988, tha S4L initiated litigation against rtpst charging that 
tha auditor had been negligent, reckless and breached its 
contract by failing to fairly represent tha d SL'e x flBanolal 
condition la the 1964 and 1985 audits. The ML vaS^ represented 
in tha litigation by tha lav firm of Gerrish and HcCrsery. 


Th e Gerr is h f i rm -al s o w am-i nv ol v ad— la -da f e n di ng d ire ctors and 
officers of failed banks in actions instituted by tha FOIC. 

After FD1C vae appointed managing agnnt of the Conservator ah ip, 
tha FD2C *toff attorney responsible for the rrost litigation 
concluded that, pursuant to FOIC policy, the firm had a conflict 


'The FDIC's Legal Division continued to provide legal 
support to tha RTC with staff dedicated to RTC legal matters 
until September 1991, when all RTC legal matters were assumed by 
a newly created Legal Division within tha RTC comprised of the 
FDIC staff formerly dedicated to RTC work. 
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_^_intersst with the rate and bad to bo replaced. Jfce 
atto rney alio concluded tha c- fs * firms in Arkan aoM^hmd 
aicperionca and capacity to do accounting malpractice 
is considered to bo comp lax in nature* - The staff atto 
considered the Arkansas lav fin of Wright, Lindsey k J 
tr.K Jimfi. yflprpnintid rP TC in othar Matters. but it too 
conflict of interact* "he utaff attorney then 


firs based on previous vork 
roic in connection with the 


asked the firm to take over 
is sure the fin would lutve 



recollection of Making that 


been cade. Richard Don svan, a partner vith the Pin 


on the case, states that he 
a_ staff attorney of pr ior 


done by the Fin on behalf 
Corning Bank failure, 1 


rtiff 

the 

k# which 
y first 
innings, 
had a 
l the Rose 
of the 


vori 
ir ir 


The staff attorney contacted a partner of the Fin (based on the 
staff attorney's recollection, probably Webster Subbell) and 

representation# The staff attorney . 
been asked about any conflicts of* 


interest, but due to tbi passage of time has no specific 


request or any response 


recalls Hr. Hobbtll hevi 
representation of the^iL 


at aay have 
so worked 
I advised 
a natter 


ipt 

involving the Arkansas Securities Ccmaise loner.' Xr. 
recollection differs, fie recalls advising the staff attorney 
very generally that tha Fira had done e saell mount of work for . 
the OIL years earlier, but that ho did not view that amounting 
g-o e n fli s t ; — ??* beli ev ag the va rk he ess av ers of vhe’lendin® 
and collection work, fie says be does not believe "he was avers of 
the earlier securities work at that tiaa, so he doe* riot believs 
be discussed it with the staff attorney then. The Ppip staff 
attorney has no recollection of the issue being raised! and says 
that if it bad been it would bare been discussed vith the 
attorney's supervisor. The supervisor has no recollection of the 
issue being raised. 



While the Fira bad sent a letter to the) ?MC dated 
3tr— IP I W , s oli c it i ng - work - re la t i ng -to 7 any\s4L failures, 
it does" not appear tbs staff attorney was aware of that letter or 
that it influenced her decision to aak rite Fira to represent the 
FDIC, Also, assertions luva been Made that tbs letteS^ May have 
Been deceptive aiid- glsled ~ ths FD I C -re ga r din g- pr i or r e p r e sentation 
because it stated "the Fira does not represent any savings and 
lean association in state or fedenl regulatory setters,* 

However, the letter also states *(f]ro* time to tine vs have 
provided specialized service to some savings and loon 
associations in such areas as employment discrimination, work-out 
of participation loans and bankruptcy, * The firs also 
acknowledged in the lettar that there nay be individual 
transactions or situations vhert a conflict of interest could 
arise. 
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r*l«t«net of » Sq<<- Tnv.lv^a. 


Mr 



At tha tine the conservator vn appointed (and vhan thu 
retained) , Kr. mibbell's father-in-lav, Seth Ward, $r. 
involved in litigation wit h the $4L. Kr- KUbb«ll # » 
sa d obtain e d a jud g t.e i m of |roughiy $470, odO "lor^ci 


allegedly owed hin by 
behalf of Xtdison finar|< 


of 
tihe £ 
cial 


Hut cast vac than on appeal* 


Hr. Huhbell seye he vac 
not view it a a a conflict. 


staff attorney about it. 


a 

may 


at the tine of the Mm 
another FDtC staff otto 
infora ad the staff attojmeyj on tha case, 
8, 1989. xt that tiM, 
goa cera that - Mr 


4L for tha ula of real 
Corporation, a eubsidl 


a vs 


^aai«i; 
il sstM 

llJ 0 


Plm vaa 

vac 

father-in-law 
ions 
t4ta on 
t the S&L. 


re of tha Ward litigation bet ha did 
He caya he be lie vac ha did advise tha 


but ha cannot be certain- Tha staff 


attorney doee not recall vta ether tha Ward relationship vac raised 


detention in March of 1919. 
be cane ivare of the 

in a latt 


f 


lHcvever, 
inship and 
Itad June 

tha second staff attarn«y^«£pr4aaed 
-Htifcbeil vd uld have aoca* T^t3r^nfomatlon through 
his representation that could he damaging to the litigation 
involving Kr. Ward. After reviewing the facts, the stiff 
attorney rs sponsible for the rarest liticetion concluded that the 
fa cta did not pose a conflict- On icco r dtztt 

.-jrtijitiy to the rsid's Managing Agent for xhi\ j 

'conservatorship concerning the Hubbell/Vard relationship, stating 
that Mr. Huhbell had not represented Kr. Ward in the past and he 
would not do so in the future. 3 Kr. Hubbell then can trk letter 
to the TOC Managing Agent, dated June 28, 1989, in which ha 
affined that he had not and would not in the future represent 
Hr. ward in tha dispute with the 8*L. 4 Kr. HUbbell also 
confirmed in an interview that ha had not drafted any documents 
that vara involved in the Ward litigation. 


The staff attorney's latter also, no tad that the primary 
attorney la the case was Richard Donovan, not Hr. nuhbell, and 
stated that Kr. Huhbell was i nvolved only in j jk indirect vay. 
^ basad on discuss ions With' the start attorney, thie vis neent to 


indicate that Kr. Donovan, as the Junior partner on the case, 
would do soat of the day-to-day work. Baaed on fee bills for the 
cage, Xr. Huhbell pegfarng rt a ■ i g n 1 f lr- ant -aa ounfc of wor k. 


4 The issue vaa raised again after Kr. Huhbell' a letter 
when an FDlc credit specialist sent a memorandum to his 
supervisor expressing concern shout the relationship end seeking 
senior level review of the situation. This memorandum also was 
celled to the Attention of the FDlC'a Regional Counsel indicating 
that this should be "a Washington issue 8 because the staff 
attorney responsible for the Frost litigation vas based in 
Washington, D.C. No further action appears to have resulted from 
theme subsequent memoranda. 
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Donovan and 
the Frost; 


- As an add a d precaution, acco r ding to H r, HubfraXT, Hr, 

Gary Speed, another partner at the Firm who worked on 
cui, the Firm imposed an informal, unwritten procedure In 
connection with the Frost litigation that kept Hr, fro® 

having aoceso to infor aatipn about hi® father-) nrlav, 

Hubb< “ 


a Messrs, Donovan and 
access to manorial such as 
S 6 L'* prior attorneys, 


and 


ell# Hr, Huhhell vas «w N 
an investigative report 
he was kept out o t sever 
vhen information concilrninjg Mr 4 Ward's loans vie as 
involved. Hr, Speed states that Xr. Huhbell would 
if Hr, Ward's name com up| 
xr, Donovan would not 
Kuhbell. 


laslysis 


Criteria for Pat, rain lino *h,th *r g Canfllct Exl 


According 
allowed 
iff by tb, 

ltiona 
to he 
save the room 


during discussions, and that he and 
dlscbss Hr. Ward in the presence of Hr, 



The standards governing the professional conduct of attorneys, 
including issues relating to actual and potential conflicts of 
interest, are sat forth in cc4*5 or rul«a of prcfessigcal 
^ resnona i hi l ity an4 con du c t td ey t e d by the • Xany 

states have adopted, or Have patterned their rulesNoa, the 
American tax Association's Model Rules of Professions:, Conduct 
("the Model Mules*) • Arkansas adopt ad the Model as its 

rules of conduct for attorneys in ISIS* The Model Mules 
generally prohibit an attorney fro* representing a client where 
the attorney also ' represents or previously represented another 
client vhoee interests are adverse to the first client* The 
Model kale* provide thet a client cey wive e conflict of 
interest -by consenting to the representation after consultation 
with the attorney and provided the attorney r ea so nab ly believes 
the representation will not edverseiy affect thk relationship 
with the other client, HO DU RUIZS Of PM07£SStOH^L CCXDOCT Rule 
1,7, Under the Model Rules, and all the stete/rules of Which ve 
ix ^Mfim # ^i^4^!^^®^ttorney^s23k-thc:-client^ who has the 
primary responsibility to identify conflicts of interest when 
approached with e request to represent e client with respect to a 
new EUttar, 1 \ 


1 Hotvithetanding that the responsibility to identify any 
potential conflict* rests principally with the attorney 1 in 139 0 
the FDIC Legal Division adopted comprehensive policiee and 
procedures governing the retention of law fins and the veiver of 
aacual or potential conflicts of interest. In 19i$, the FDXC'e- 
conflicts procedures, however, vers- less formal. Prior to their 
retention, firms generally were required to respond to a series 
of questions regarding past and current representations. 
Unfortunately, in early 198$, due to the tremendous ln 

workload me a result of the FDIC's added 7 SLIC responsibilities f 
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^ rna relevant provisions under the Arkansas raiee^ g^ professional 
conduct provide that; 

"A lawyer shall not represent a client if the repA €5 * ntittt ± on 
of that cllant will be directly adverse to another cli^ 



Y 

(\) 1»wy«r» y aae pnahlv ho i (tvil The 

•la ' ‘ * 


will not adversely affect tie relationship ylth 
and (2) each client consent* after consultation* 


responsibilities to another 
the lawyer's own inter* its# 
believes the representation 


the client consents 



«mt, 

Station 
•r client? 


*A lawyer shall no-: represent a oliant if the representation 
of that client nay be niter Lilly United by the lawyer's 

client or to a third person# or by 
unless* (1) the lawyer reasonably 
will not be adversely affected? and 


aftir consultation." 


Th« Flra/.a.. Prior Rsprjt antatjan 
_• lnfotratlon regardin g w hether the Firm dluo loa^d tAat it had 


represented the SSL on the prior securities natter is Tinolser. 

The more Important question# however# is whether e conflict of 
interest existed that should have been disclosed before the flxa* 
agreed to , represent the conservator. 

/"in essence, the rim represented the S*L's interest* blfore the 
/ securities Coaaissioner in 1333 and it vae representing the StL's 
/ interacts (on behalf of the SSL's conservator) in 19*3j Previous 
raprssentation of an institution by itself does not create a 
conflict when a subsequent conservator is appointed for the 
institution. There is no indication in the records# or based on 
our review# that the firm did anything more with respect to the 
audit in question then take it at faoe value in its 
representation in lead. There did net appear to be any 
divergence of interest between their representation in 1513 and 
I9es, As s consequence, the Tin's representation in 1913 was 
v not "directly adverse" to its representation of 
V Conservatorship in 1935, 

In addition# ve have found no evidence that the FlraNhad a close 
relationship with the 5*L which eight call into question its 
independence. The Tin did not serve as general counsel or 
"-exclusive or frequent counsel ror the SSL^ in add i tion, no 
aeaber of the firm served in any senior managerial „ or directorial 


such inquiries were not always documented. In this instance, 
there are no documents shoving what inquiry wee made of the Firm. 
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E MiatilBnihlp with th m s*L prior t o Its failure 

Under th* Kodsl Rules, disclosure of prior representation such as 
involved hers may not bs rscuired. However, vhara a iirm i« 
avers of such a prior relationship, ws would expect it to comray 
t information tu uwu f stfff to aa*i*t' _ i3rTSat«raiping whether to 


nop clear whether the infoi 
at tha time. However, hi 


retain tha firs* Xt 1 
conveyed to tha fOXC staff 

review, va do not beligve r 18 prior representation 
conflict of interest* 


tha 


Xt is uncarta in vhatha: 
disclosed at tha tlma of n 
discussed within three | eon 
attorney concluded there v 
appears to be correct. 


tion vas 
t add on our 
resented a 


Th« ggiitaaei of » sui4 zaalxina Mr. tfubb.ii'. EaaJJLx 


Hubbell/Vard relationship vas 
4tentlon. nevertheless, it-ivas clearly 
‘ihs aftsr retention and the staff 
4* no conflict. That aasiiei&ent 


Mr* Huhbell had not represant ed Hr, Ward so thara vas no conflict 
of rapraaantatlen dlrootly adverse to the Cnnservatorjihip# Also, 
Xr. Kubbell # i representation of the FDIC did not aepsir to have 
any effect on Kr. Ward. Under Arkansas raise, u nless Kr. 

'Huhbcii'i representation of the Conservatorship would be 
•materially limited* by his "responsibilities to" nis fether-in- 
lav or his own personal interests, no disclosure van required, 
also, fOXC procedures, at that time, would not have required the 
disclosure of tha relationship* 


while cancans vas expressed by soma FDIC staff shortly after tha 
firs' t ratantlon that Kr. Kubbell would have access to 
information that could baneflt his father- in-lav, there is no 
indication any such information vis transferred. Moreover, 
Arkansas rules of professional conduct (as do Nail Stats rules of 
conduct) prohibit an attorney from revealing information relating 
to representation of a client, unless the client consents after 
consultation. As a precaution, the firm appirently Inpnaert its 
~ow ir "inf ormal "f l rtvail* to prevent information regarding Kr. ward 
from being passed on to Xr. Kubbell. Also, the FDXCfs procedures 
at 'that time did not require disclosure of a relationship such as 
existed with respect to K r- ttuhbell arvd him father^in^lav. 

Therefore, no actual conflict appears to have existed. While in 
this case it is unclear whether advance disclosure was made and 
there was no ream Irene nt that Kr. Hubfcell's relationship be 
disclosed, v* want to czphaalxe that an an issue as subjective os 
this, vs bellsve ths better courss would have been for the 
attorney to make clear and full disclosure in writing to the roic 
and 1st ths FDIC ae client determine whether in its judgment ths 
representation at issue via likely to affect its interests 
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Thia investigation va s initiated batad on at 
VAAhmaiSn TlLUL and The WtshlnQ con feet concirn L 
conflict o f interest involving ths Rosa Lav fir* 

ROCK, Arkansas. 


Allagcd-CgntLLa * 


l. in 
livings and Loan 
Securities coui 
law fir* praaant 
rroat 4 Coapany 
Madison in its a 
conaiasionar to 
brokerage activin 


1914 

ASS 

ioi^ 

SI 

fro 

^tem# 

seue 

las 


i a 

id add 


counts in x&l 

nq a poaaiblo 
(Rosa), Little 


and 1913, Rosa represented Madison Guar an 
Relation (Madison) before. the Arkansas 
ar. In its representation of Madison, the 
relied upon an audit report issued by 
{t) on Madison. Tbs lav fin represented 
>t to obtain authorization-fro* the 
a class of preferred stock and to anqaqu 


— i ft 191 ft after the failure - 


Kadi 


lion, the faderi 

Deposit Insurencs corporation (ft)XC) hired Mosel to sue frost t c 
accounting Malpractice in auditing the Madison bocks in 1914 ar 
I9is« The frost audit vse the sane one previously used by Ron 
In saking_a case for Madison before the A rkansas Sacuritiss 
Cotaiiseionar la 1553. l 

Scons of the_ Investigation ! mis investigation focused or 
on vhsther or not Rose disclosed its previcusuipresentaticn c: 
Kadieon to the rot C end RTC* Intervievs of currant or forcer 
Rose Lav firs attorneys who nay ba knovledgsabla of this natta 
vsre not conducted. 


XT. RQSl-LAV fl«*9 RCTtgflgraTIOW Of MRP 1 9 OR glTTTOi 4 LOASi 

Charles f. Handley, financial Exasioer supervisor, Arkans 
Securities Department, provided documanution that established 
that Roes did represent Madison before the\ Department during 1 
And lfiSi 7 \ 


1. Attachment 1 la a copy of a letter froa the lav 
fire, dated April 30, 19i5, to Hr. Handley. The letter 
identified Hillary Rodheg Clinton or Richard Kae aoy ae tn» fir 
point of contact for further information. 

2. Attachment 2 is a copy 'of a handwritten tsioranc 
dated May 4, 1913, addressed to "Brady, " The unknown author c 
ths Memorandum instructed "Brady" to "please raviev and draft 
rasponss to Hillary." 

3 • Attachaent 3 i« a copy of an of floe routing «lij 
dated Kay 4, 1913, from •Charles" rsf erring to an April 30, l'. 
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him Lav firm 
?4?» t 



- l e tt e r fr o a t M i ire a c tt -l n g— f g gth - M ldidrcif * 1 
preferred ttocx And a 1*9*1 opinion that Kadi* 
issue such ttocx. The author axprtttad doubt 
enter into such t ouslnaas practice. 


4. 


Beverly Bister: 
relevant to thu 
preferred stoc£ 
agreed with He 
cave state char 
issue preferred 


Hr. Massey, Rop 
Commission, rs 
brokerage acti 
either he or 
-q ues t ion ! . 


Ml 


Hay 14 * 1915, •: 
to Ms. Clinton, 
a class of 


jictadhsent 4 if i iettirr'datsd 
Savings and Loan Supervisor, 
authorization and issuance of 
by Madison. Me. Bassett*? letter stated she 
ci:.nton / s conclusion that Arkansas lav cxprei 
ttrnd associations the power, to authorise and 
stock. 


plan to itaue 
on could 
that Madison cc 


5. JtttaAhment 5 la a letter, dated July 10, 1515, 
e, :o various officials of thtiArkansas Secur: 
Levant to Madison's application to engage in 
vitlits. Mr. Massey stated In hie letter that 
Ci. inton could be contacted If there were an 


6. Attachment 6 Is a nssorandua, dkted July 17, 
from Mr. Handley to Me. Baesett and Haney Jones regarding* 
Madison'S appllcafclnn to fan a ifhOliy*CVn«d Se 


corporation, to engage in securitise broker -deaisr" businese . 
Mr. Handley expressed Ma concern about adjustments cads to 
Madison* a net worth by Kadison'e accountants in the December 
1984 audited financial statement. »— J 


7. Attachment 7 is a latter, dated July 13, 1915, 
Mr. Massey to varioua officials of the Arkansas Savings & Lc 
Supervisory Board, relevant to Madison's application to tnga 
brokerage activities. The letter essentially disagreed with 
Mr. Handley's previous letter of July^i?, 1555. 

Sutairv : Rose did represent \adison prior to the 

failure of the aavinge and loan. J \ 

~IXT. RPSI_IAI flRX RITRBI gHTATTOH OMH rt9IC/l« t 

A. April A. Breslav, Attorney, Professional Liability 
— Section, KTC. Washington,.. D.C- f provided Infor mation and 
documentation te support that Rose did represent the FDXC/R* 

Madison against Trost. 

l. in 1988, Madison riled an accounting maipract: 
lavsuit againat Frost. In 1989, Madison vent into 
conservatorship. At that time. Ms. Breslav, Attorney, F01C 
Directors and Officers Liability Section, replaced Madison* i 
counsel with Rose. The lav firs was retained to continue 
pursuing the accountant walpraotic* oult againet T rost 
(Attachments a and 9). 
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2 • Mi; SrsilAv stated that the lavsdil, filed by Roil 
on cthelf of the fOIC (and suesequsntiy the RTC) md Madison 
rmttrtd on the fact that Frost , during the ir 19H4-15I5 Audit, 
f Ailed to detect that Midiion was insolvent (Att;ichtint 10), 


3. Mi. Breaisv stated that t he cue vfs settled in 
1391 for 31,025,000 (Attachaent 10). 


4 . Hi 
billing* to roic; 
roiCVRTC v. -Frost 


Brdslav provided several^ 
RTC for it* representation i 

i-J'offipflny and Madison Suararftvl 


the 

ttv 


lew fira'e 
is aattar of 
stidJMi, and Is 


Association (Attichnvnt 11). 


5. rufthir 
froa Rosa that tie f 
$400,179.55 in the a, 

guaranty, OAYingr jmfl. 


. Ms. Breslav obtained written confirsatie 
,r» billed the FOIC/RTC for a total of 
'ftcer FOIC/ETC v. Frost * .Conoinv and Haair 


Loan Association (Attachment 12) 


8. In addi 
to represent the 
-other than. 


ion to Madison, Rose represent 
RTC in leqal setters involving 
Madieon ( Attachaent. 13) . 


tan 


Sum ary : Rose represented the FOXC and 

particular utter, the firs pursued a nalpractt 
Frost for nog iiger.es in determining the true V 

"oiTtnvaad* * ‘ * - 


iL'yn uv*«. 


abil •*‘4^.^,^ w, 4-, ... 




d and contlnuet 
institutions 


RTC. In one 
zm suit against 

lanciai* ti 


IT. gMBTlLH.COXTLICTtl 

A- frost Matter* Roes represented Madison befors the 
Arkansas securities Department. That representation involved 
3&L # s attaspts to obtain authorisation to issue preferred ato< 
and to engage in brokerage novices. The fins utilised the T: 
audit of Madison's condition to support the requeer for 
authorisation. 

1. Later, Rose was retained 'bfc the roic (and 
subsequently the RTC) to pursue an accountant malpractice sui 
against frost. The particular issue of Jthk suit was the 

natvUdison via 

Insolvent. 

b. Hird Mitt inn 


l. rn 1315, all riles pertaining to the accountant 
aalprictice suit filed against frost and Coapany vers deliver 
to Rose, specifically Webb Kubbell, a staff attorney (Attach* 
14) . 


2 . Hr, Hubbell ia the aan-in-law of fleth Ward, a 
Madison " Insider 48 , who obtained a Judgement againat Madison 
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*eee it v firm 
fage 4 

4 P pro*inat*iy <177. QQQ in. 19*^ Mr. Ku hh**l was pretant It 

trial of tM seth ward catter and apcetred to lave been an 
interested (indirectly) participant ir thim 
(Attachment 15). 


straynorn, fdic 
tr a ncv trial 
audit lilt* (of 
damaging to the 
Me. straynom t 
HDIC staff Attc 
(Attachment IS) 


T2 — rhe )Udgeb*ht was ippitied 
Li 
wai 
vhi 
FD 
rou< 
rney 


g ht 


4. inis 

scnnecfc, Mfidlscn** 


- Kr« — SChn s ck — sta ted 



prociedingi 


the FDIC. Sue 

tjiqat ion Coordinator for "Madison, advised t 
granted, information conta in«d in t he rros 
cn Mr, Hubball had knoviettgji) could be 
case against Mr. HubbellTs fathar-in-lav 


this to the attention of Paul Jeddelch, 
in order to make him avert of the eituit 


possible conflict vas a lie 
cradit Specialist. In ad 


ward natter, Hr, Sdhneck also stated that K f 
in-law, Seth Wic 


-.raised by Ken 
it Jon to the Set 
Hubbell's broth 


] I, had also filed suit .against Madison 
‘ that during th e co urse of tjhe Frost suit, 
practices and procedures used in Madison's da 


would surely be examined, 
this detailed information. 


be naive to mink none of this 
rcT- 


- to-day operati 
Aa such, Mr. Hubbeil would be pri\ 
Mr. Schneck suggested that it-vot 


- — - * f y — — - — f * 


Information would r - 


r 63 


S. Ms. fires lew responded to the concerns of 
Mr. jeddeloh, Ms. Strayhora, and Mr. SchneckJ On June 23, 
in a letter to David Paulson, Managing Agent, Madison, she 
nothing to wtrrant taking the Frost matter away froa Rose 
(Attachment 17) • 


SUUlXXi Samed on the information obtained to date, ne 
of the above two matters verm disclosed by Rote. (See fiecti 
below cor further disclosure discuss ph. ) The matter invoiv 
lath *eru was brought to the attention of the staff attorney 
Madison, April Breslav, by foxc attorneys* Ms. firtalav 
•ubeeguantly determined that no conflict: axioted. Zt should 
~ no t ed ~ tha t~ at this time, X 9 S 9 ," thtr mvas nc outside Conflict 
Committee and there vers no regulations, policy# or guidance 
conflict matters. The process, according to\Ms. Breelav, v« 
informal and situations vara handled as they game to the 
attention of the Staff attorney who handled that particular 
institution. 

SUgLOfimifl KAflg.n.Tgl Rggj LAy.rihMt 

A. On October 3, 1990, Mr. Hubball executed a Legal 
Services Agreement on behalf of Rose vith the rule. Mr. Hul 
certified that# as pert of. it* agreement vith the FDIC, the 
would update any conflicts information In its annual report 
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INI LAV fin 
MV« I 


S : 

■ A r t a i d s- by -fto 


- fr h+ -TPIC» — Ho’- dts c l oe uc ea- 
( Attachment 13 ). 

3« On August 2 \, 1992, Hr. Hubbell. in I 
provided detailed in forg*tian on Pom 



the firm's prior 
Cuirancy Savings & L 
represented Haaiaon 

1. In hi a 

conflict involving 


replraaentitlon of the FOTCARTC 


can. Ho disclosure was iadu that tht firm 
prior to f DZC/KTC involveVt:it . 

latter, Mr. Hubbtll disclosed an unrslatac 
former Dauber's alltged conflict of interr 


. _ attar to tha at 
.H r. Hubbell stated that 
included Had iso 


law q nwsuvt. a vuiui^ww ui intcic 

in acting as botjn nerrovar and attornay in connection with hla 
personal credit erri rvgesents at FiratSouth. Tha claim vaa 
subsequently cart lac. and the masher withdrew from tha firm in 
March Dai. — 


3. Attached to Mr. Hubbell'a latter 
and Integrity c« rtirication which fully djjsclos 
“conflict involving the “former member of~”€ha fl; 


was an RTC fitm 
•d details of tl 
(Attachment 1* 


C. On Oacosbsr 1# 19«3, Hr. Hubbell executed a Legal 
service* Agreement with the RTC and stated the fire had no 
-c onfl i ct 8 -o f interest v l th th e- RT C-o r .-XOIC (Attachment 20)~. 

0. Ms. Breslav, formerly TOIC and currently with the RTC 
advised that she ham no recollection that the Rose Lav rirm 
verbally dltelosed to her its prior representation of Madison. 
Me. Breslav further stated she had no documentation regarding 
conversation wherein Mr. Hubbell told her about the firm 4 a prl 
representation of Madison (Attachment 21). 


SBSSaiX* Hose disclosed one conflict of interest which * 
unrelated to the frost or ward mattery Ho documentation vaa 
found regarding a disclosure of eitherVthe Frost or the ward 
setters. < \ \ 

Hi maiij J \ 

A. Rose represented Madison prior to its failure.* In o: 
particular setter, the firs represented Madison before the 
— Arkansas Securities Department in the sei»fs -attempt to obtain 
authorisation to issue stock and sngags in brokerage activiti 
firm's reprasantation relied upon. the Frost audit report. 

8. Rose represented the rotC/RTC aubooguent to the fail 
of Madison, m one particular matter, the firm ves ratained 
pursue an iccountant malpractice suit against froet for failv 
to detect the insolvency of Madison. 

C. Rose did not disclose it* representation of Madison 
before tha Arkansas Securities Department to the FDIC/RTC. 
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THE WHITE HOUSE 

WAS M I N OTO N 



Febru a ry 2 8 -, — 1 -994- 


f MEMORANDUM FOR HAROLD ICX?i 
DEPUTY CHI 


S 

::f 


FROM: 



01' STAFF 


W. NEIL EG(ILZS‘X)N 

ASSOCIATE COUNSEL TO THE PRESIDENT 

whitewater]— fd :c and rtc rose law firm 


The recent release ?f the FDIC and RTC reppirti 
afrteassing the possible conflict of interest* nf -tfreTKose law firm 
in its representation of Madison Guaranty raises a nuabqr of 

iS8UQ9 . 


What did the FDIC tad RTC conclude, and why dc 
335*1 thi* thsir co^ci'43 1 cus 5T< iSgoU 



SUES 


qes it 


' 1. The FDIC Report . 

The FDIC report was released on or about February 17, 
1994 • It was drafted by the Legal Division of the FDIC, and 
presented to FDIC Acting Chairman Hove, a Republican. 

Frost 6 Co. was Madison Guaranty's accounting firm in 
1984 and 1985. In that capacity, it prepared certained audited 
financial reports for Madison. The Rosa firm u5^d the 1985 
audited financial statement in connection with itk representation 
of Madison Guaranty before the Arkansas Securities\:ommission. 


- Madlso n- cua r anty su e d F ro st k Co. 


1988 


the 

negligent preparation of financial statements. At th£\ time, 
Madison vae represented by. the Gerrish firm. McOougaltjad been 
forced out of the management of Madison in the summer ors, 1986. 
len - the *dic took over Madison Guaranty in February 1989 , it 
'determined that the Gerrish firm had a conflict. In March 1989, 
the FDIC therefore replaced the Gerrish firm with the Rose law 
firm. 

The FQIC report reviewed the time period in which the 
FDIC was responsible for the conservatorship of Madison Guaranty, 
from February 28, 1989 to August 9, 1989 (when the RTC was 
created and took over the conservatorship of failed savings and 
loans) . The FDIC was thus the entity that retained the Rose law 
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firm 

\revii 

part 

ravy. 


firm to pursue the Frost fc Co. litigation. The FOIC r 
reviewed relevant FOIC and RTC documents and interviewed 
articipants, including FOIC and RTC employees and Ro?e 
ers. 


On the factual issue of whether the Rose lav firm had 
disclosed to the FOIC its prior representation of Madison 
Guar anty , the FOIC co nc l ud ed . th a t — th e- r e cor d- w a s unclear 

Ipded that no conflict existed t 
representation of Madison Ctaar 

litiga 


Report nevertheless concl 
/^the Rose lav firm's prior 
its representation of the FDljc in the Frost ( Co 
The report concluded that the 
not "directly adverse" to the 


The FOIC based 


it stated that there was no « 


involvement in the creati 
\ became the subject of the 
\have found no evidence tq. 
\with the SiL which might 
Thi ^-was one of the sente 


its 


firm's representation iri- 
representation in 1989. 


The 
etveen 
anty and 
tion. 

985 was 


conclusion on tvo grounds. First, 
videnca that the firm had any 


on c f the Frost & Co. audit report that 
19E 9 litigation. Second, itf^tated "ve 
at the Firm had a close relationship 
cal] into question its independence." 
nce s that Senator D'Amato^ at talked so 


bitterly at the Senate Banking Committee hearing. 

On the issue of whether Mr. Hubbell had disclisad his 
relationship with his fathar-in-lav, Seth Ward, who was! then in 
lir ti z a l tenr v i th Hadis err 'Guara n ty , th e— FOIC -st at ed- that It was 
/uncertain whether Mr. Hubbell had disclosed the relationship 
before the FOIC retained the Rose lav firm. Nevertheless, the 
relationship was plainly known to the FOIC within three months of 
retention. Mr. Hubbell agreed to the creation of an internal 
firm "firewall" to guard against him receiving information that 
might be of use to his father-in-lav. At the hearing, Senator 
Faircloth ridiculed what he called an "Arkansas firewall" through 
which he claimed light and heat could easily penetrate. 

At the hearing. Chairman Hove testified that in 1989, 
FOIC standards required an actual conflict befordv the agency 
would bar a retention. Today, the FDIC's standards are much 
^tougher and would bar a retention on the showing) of an 
v ap pear a nc e— o f — a- c o nfl let o f In te r es t . " — Chairman Hove testified 
that under today's standards, the Rose lav firm factSs, would 
present an appearance of a conflict. 

Chairman Ilova - agre e d to have tho FOIC In s pect or General 

("IG") look into the conflict issue. It was somewhat unclear at 
the hearing whether the IG would look only at the process by 
which the FOIC arrived at its decision or would review the 
substantive issue. It was also unclear whether the IG would 
apply the actual conflict standard or the appearance of a 
conflict standard in its review, We should assume, however, that 
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I6ii Uv firm 

?H* •- 

rurther, it did not rsnort posaibla conflicts involving the 
brother«ln-liv and fathar-m-la v o t Webb Hubball, staff attorney 
«t Rota. Botn Seth Ward and Satn ward, II, had 111*1 aulta 
against Madison. Tha FOIC became avart o f t his matt ir, but 
na* ortsiav, tha FOIC attorney assigned to thT'Kajliapn matter*, 
determined that a conflict did not exist. 


0. Ms. Breslav, vho was subsequently assigns 


to tha RTC. 


did retain Rosa in 1VI9 no represent tha FDIC/RTC at Madison. 
He. Breslav did not raca .1 anyone at tha firm tailing her that 
tha firm had previously represented Madison, ho documentation 
vis found which reflected that tha firm had disclosed the 
representation. 

E. K Til Certiiicai 
rtvicvsd and disclosed the 
Ward matter*. 


Ion and Legal Service Agrmei 
fin did not disclose the 


m. pagoimon or t*t» mflilt 


X. This report Is provided to tha Office of tHt Central 
sol for any action it des»» appropriate. 


tents vare 
frost and 


B« Thla investigation vas coordinated with \ha TOIC^ vho 
conducted a separate, independent investigation ox these ease 
matter*. The fOXC investigating attorney i* John loovning. • 


Attachments 
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1. Letter, dated April 30, 1)15, from Ron to/thji Arkansas 

Pirirtnint , 

2. Handwritten note, dated May 6, 1115, regarding Rose. 

J . Hmdvrittan note, dated May 6, 1915, rtgardirq a letter fre 


Rote concern! 


ng tpfHadiion phm 


4. Latter, dated 
•took by Kadi 

5. Latter, datec 
to engage in 


submitted by 


Ka\ 14, 1915, regarding U«\\anf« of preferric 

eon. 


July 10, 19ifi, regarding Madison's applicatic 
brokerage activities. 


<. Memorandum, dated July 17, 1915, regarding tha application 


Had Loon. 


7. Latter, dated July 35, 1915, regarding the Madison 
application. 




a. Correspondence relating to the transfer of 
Itoee. 


:he Frost aatti 


— *-• — Electronic nail, dated January 10, 1354, regarding billing 
submitted by Rose. — ^ 

10. Electronic sail, dated January 11, 1994, \rigarding the lai 

involvement in Madison. \_j 

11. Assorted invoices from Rose regarding the rroet natter. 

12. Letter from Rose confirming its representation of tha 
FDZC/RTC in the rrost matter. 


12. Listing of uttsrs handled by Rosier or ths roiC/RTC. 

1^ Letter to Rosa regarding the Frost \l*w«uit filas. 

Letter regarding conflict' uuuwiius to frtslav. 

!*• Letter regarding conflict concerns to O'Donnell. 

17 • Letter regarding conflict concerns to Ftulion. 

1*. Letter froa Roae regarding RTC Legal Sarvicaa Agreesent. 

19. Legal Services Agraaeent between Rose and the RTC. 

20. Legal Services Agreement between Rose and the FDIC. 

U. Electronic Mail, datad January 10, 1994, from flrealav tt 
multiple parties regarding this investigation. 
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memorandum 


TO: 

The First Lady 

COHriPEHTIAL 

FROM: 

Harold Ickes 


DATE: 

1 March 1994 


RE: 

Resolution Trust 

Corporation 


It is my understanding that shortly after Roger Altman met * 
with Bemie Nuaabaum, me and others concerning the RTC statute of 
limitations, he received an opinion from an ethics officer of the 
Treasury Department that he, as the acting head of RTC, did not 
have to recuse himself from matters involving Rose/Madison 
Guaranty. I will confirm this situation. 
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DEPOSITION OF HAROLD M. ICKES 
IN RE: S. RES. 229 


SUNDAY, JULY 24, 1994 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Washington, DC. 

Deposition of HAROLD M. ICKES, called for examina- 
tion pursuant to notice of deposition, at 1:50 p.m. in the Dirksen 
Senate Office Building, Room SD-538, before JULIE BAKER, a No- 
tary Public within and for the District of Columbia, when were 
present: 


J. WILLIAM CODINHA. Esq. 

Majority Special Counsel 
BETH O’NEILL MALONEY, Esq. 

Majority Counsel 
MICHAEL CHERTOFF, Esq. 

Minority Special Counsel 

Committee on Banking, Housing, and Urban Affairs 
U.S. Senate 

On behalf of the Committee. 

ROBERT S. BENNETT, Esq. 

AMY R. SABRIN Esq. 

Skadden, Arps, Slate, Meagher & Flom 
1440 New York Avenue, NW 
Washington, DC 20004-2107 
On behalf of the Deponent. 
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PROCEEDINGS 

MR. CODINHA: Good afternoon, Mr. Ickes. I’ll be 
giving you some overall instructions about what’s going to 
happen, telling your attorney how he can get a look at the 
deposition after it’s done and then we’ll be starting on 
your deposition. I understand that we’re going to break so 
that you can leave at 4:00. What time do you need to 
leave? 

MR. BENNETT: We can go right through. 

MR. CODINHA: So you don’t need to break at 

4:00? 

MR. BENNETT: We don’t need to break at 4:00. I 
would like, if possible, to finish by 7:30. 

MR. CODINHA: We’ll attempt to finish this as 
quickly as possible. 

Mr. Ickes, my name is J. William Codinha. I’m 
special counsel to the Senate Banking Committee and I’m 
working on the conducting of an investigation of Senate 
Resolution 229 into whether improper conduct occurred 
regarding A, communications between officials of the White 
House and the Department of the Treasury or the Resolution 
Trust Corporation relating to the Whitewater Development 

4 

Corporation and the Madison Guaranty Savings & Loan 
Association; B, the Park Service Police investigation into 
the death of White House Deputy Counsel Vincent Foster; and 
C, the way in which White House officials handled documents 
in the office of White House Deputy Counsel Vincent Foster 
at the time of his death. 

I will tell you, based on the information we have 
developed in the committee, we believe only A will apply to 
you, so I likely will not be asking you about B and C under 
the resolution. At this time, we have had Senate 
Resolution 229 marked as an exhibit, and it will be the 
first exhibit in this case. 

(Ickes Exhibit 1 identified.) 

MR. CODINHA: I’m joined by Beth O’Neill-Maloney, 
who is working for me for the majority side in this case, 
and sitting at the end of the table is Michael Chertoff, 
who is the Republican special counsel to the committee. 

This deposition is being taken as a result of a 
written request from the Senate Banking Committee from the 
chairman and the ranking member, Senator D’Amato. The 
deposition is in advance of hearings scheduled to begin on 
July 29, 1994, and I would advise you that you are likely 
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1 to be called before the Senate Banking Committee at those 

2 hearings. In telling you that, I’m trying to give you a 

3 little advance warning so you can plan your schedule. 

4 MR. BENNETT: Do we know when he’s likely to be 

5 called? 

6 MR. CODINHA: I would say it would not be this 

7 coming week, not starting this week, but I believe it would 

8 be the week after that. There’s some likelihood although 

9 the dates have not been set yet. 

10 MR. BENNETT: You will talk to us to 

1 1 accommodate -- 

12 MR. CODINHA: Oh, yes. We will contact you 

13 through your attorneys and we will also notify the White 

14 House and they will do the coordination. 

15 MR. BENNETT: Thank you. 

16 MR. CODINHA: Let me talk a little about the 

17 conduct of the deposition. You will be placed under oath 

18 and at that time I’ll be asking you a series of questions 

19 and you’ll be expected to give honest and truthful answers 

20 to those questions. If you don’t understand a question 

21 that I’ve asked you, tell me that. Identify the portion of 

22 the question you don’t understand and I’ll attempt to 
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1 rephrase it. 

2 Your attorney may make an objection as to the 

3 form of the question. If that’s done, I may ask your 

4 attorney to rephrase the question in a way that’s 

5 satisfactory to him. If it’s acceptable to me, it will be 

6 asked that way. Otherwise I may ask for you to answer the 

7 question I have asked. 

8 The stenographer is going to prepare a record of 

9 all the questions, answers and any objections taken at this 

10 deposition. The transcript of the deposition will be kept 

1 1 committee confidential until the commencement of the 

12 hearings, at which time the members will decide how to 

13 handle this transcript. 

14 You may confer with your counsel at any time 

15 during this deposition and although I will tell you that 

16 the stenographer will make a note that you’re conferring 

17 with counsel, it should not deter you in any fashion from 

18 talking to your lawyer. You’re here represented by counsel 

19 and if you want to talk to him, you may talk to him. For 

20 the record, counsel will you just identify yourself for the 

21 record. 

22 


MR. BENNETT: Robert S. Bennett. 
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1 MR. CODINHA: And - 

2 MS. SABRIN: Amy R. Sabrin. 

3 MR. CODINHA: Mr. Ickes, what we have told 

4 counsel -- I’m sorry, what we have told witnesses who have 

5 appeared with counsel is that if more than one counsel 

6 appear with them, one counsel may speak at the deposition. 

7 The other counsel is not to speak at the deposition. 

8 Mr. Bennett, who will speak at this deposition? 

9 MR. BENNETT: I’ll speak. 

10 MR. CODINHA: We follow that as a practice; 

1 1 otherwise, lots of people are talking and the stenographer 

I 12 has a problem getting it and we have a problem following 

13 it. 

14 We will take breaks during the deposition. 

15 Usually about every hour and a half or two hours we’ll take 

16 a break. However, I will advise you that depositions can 

17 be tiring and if at any time during the deposition you want 

18 a break that isn’t a scheduled break, just say I need a 

19 break and we’ll take a break. There won’t be any question 

20 as to whether you can get it or not. 

21 The other thing I will tell you is if at any time 

22 you feel your answers are getting less accurate because you 
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1 become tired or you just need some space to think about it, 

2 tell your lawyer or tell me and we’ll take a break. 

3 Now, the deposition, after it’s prepared, will be 

4 kept committee confidential. However, if your attorney 

5 wants to review it or if you want to review it, you have to 

6 make arrangements with Kelly Cordes at 224-1568 to read 

7 it. It’s usually prepared the day after your testimony is 

8 done. At latest, it will be Tuesday. I suspect very 

9 strongly that this will be ready tomorrow. 

10 It may be reviewed during ordinary business hours 

1 1 at the offices of the Senate Banking Committee, and 

12 ordinary business hours are 9:00 to 5:00. You will not be 

13 getting a copy of this transcript unless and until it is 

14 released to the public. However, as I said, you can review 

15 it. 

16 There will be a jurat page supplied for you to 

17 make corrections. Your attorney can explain a jurat page. 

18 That will allow you to make changes; for instance, if a 

19 person’s name is used and it’s misspelled, that can be 

20 changed, minor corrections in transcription, if there’s 

21 some grammatical change you wish to make. 

22 However, I will tell you if there are changes 
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1 made in the substance of an answer, for instance, a yes 

2 changing to a no, that may require you to be brought back 

3 in and redeposed, and I want to make you aware of that. It 

4 should not deter you, however, from making changes. Since 

5 some counsel believe that they can make changes in the 

6 deposition themselves, we have clarified, if changes are 

7 made on the jurat page, they are to be made by the witness, 

8 not by counsel. 

9 The scope of this deposition will be strictly 

10 limited to the scope of the hearings as defined in Senate 

11 Resolution 229. Counsel, as I’ve said, may make objections 

12 to the form of question and those will be addressed here. 

13 There’s a special objection I’d like to tell you about, and 

14 that is that an objection is proper if the subject matter 

15 of the question is outside the scope of Senate Resolution 

16 229. In the event that a scope objection is made and not 

17 resolved on the record, the question will be asked for the 

18 record and held until the conclusion of the deposition, at 

19 which time it will be brought to the attention of the 

20 chairman, Senator Riegle, or his designee, for a final and 

21 binding determination as to whether an answer is required. 

22 If a scope objection is made, please do not 
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1 answer the question unless you are advised the objection 

2 has been resolved, so we’ll just hold that question. 

3 Now, having heard what I’ve said, do you 

4 understand the terms of this deposition? 

5 THE WITNESS: I think so. 

6 MR. CODINHA: Will the stenographer swear in the 

7 witness, please. 

8 Whereupon, 

9 HAROLD M. ICKES 

10 was called as a witness and, having first been duly sworn, 

1 1 was examined and testified as follows: 

12 EXAMINATION 

13 BY MR. CODINHA: 

14 Q Mr. Ickes, for the record, would you tell us your 

15 whole name. 

16 A Harold Ickes. 

17 Q Do you have a middle initial, sir? 

18 A M as in Mary. 

19 Q How do you spell your last name? 

20 A I-c-k-e-s. 

21 Q What is your date of birth, sir? 

22 A 
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Q And what is your Social Security number? 

A 

Q Where do you live? 

A 

Q And where in Washington? 

A 

Q With whom do you live there? 

A 

Q Prior to coming here today, did you talk to 
anyone besides your counsel about the subject matter of 
your deposition? 

A I’m not sure - come here. 

(Witness conferred with counsel.) 

About the subject matter of the deposition — 
initially, at least, is contacts. Have I talked to 
anybody? 

Q Yes. 

A I’ve talked to a number of people. 

Q Have you talked to anybody since you became aware 
that the Senate is going to depose you since June 22 or 
shortly thereafter when you received a letter advising you 

that you may be deposed? 

12 

And not your counsel, I’m not interested in 
conversations you had with counsel. 

MR. BENNETT: I guess the problem he’s having is 
if the thrust of the question is has he talked to people 
about the substance of what they have testified to or 
gotten direction as to what he will testify to, the answer 
is no. This is a matter of discussion generally. 

THE WITNESS: Exactly. I have not talked to 
people about the substance but obviously — not 
obviously — there was discussion about just the process 
and the procedure. 

MR. BENNETT: I mean, he gets calls from the 
press, which part of his responsibilities are to deal with, 
so these are subject matters he’s coping with. 

Let me make it clear to you, we have advised him 
that we did not want him talking to individual witnesses 
about their testimony and whatever, and I have no reason to 
believe that has not been complied with. 

BY MR. CODINHA: 

Q Let me ask you that question: Have you talked to 
individual witnesses about their testimony? 

A No. 
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1 Q Did you receive a letter from the Senate Banking 

2 Committee requesting production of documents on or about 

3 June 22? 

4 A I recall such a letter, and I turned it over to 

5 Mr. Bennett. 

6 Q Did you produce documents independently of the 

7 White House producing documents? 

8 MR. BENNETT: No. 

9 BY MR. CODINHA: 

10 Q Did you attempt to see whether you had any such 

1 1 documents that fit within the June 22 letter? 

12 A I discussed it with Mr. Bennett and whatever he 

13 produced is what complied with the letter, as far as I 

14 know. 

15 Q Prior to coming here for this deposition today, 

16 did you review any documents in preparation of the 

17 deposition? 

18 MR. BENNETT: Other than what I -- how I prepared 

19 him for this? 

20 BY MR. CODINHA: 

21 Q I want to know if you looked at any documents. 

22 I'm not asking you who prepared them for you. 

14 

1 A Other than what I looked at with Mr. Bennett and 

2 at the House interview yesterday or the interview by the 

3 House committee, the answer is no. 

4 Q And what documents did you look at? 

5 A I looked at — 

6 MR. BENNETT: I’m going to let him tell you what 

7 he looked at that was shown to him by the House, but not 

8 get into what I may or may not have shown him in our 

9 meetings. 

10 THE WITNESS: As I recall, I looked at what was 

1 1 reported to be a typewritten transcription of a diary made, 

12 or part of a diary made by Mr. Steiner and there was a 

13 memo — at least a copy of a memo purportedly from me to 

14 the first lady which had attached to it — which was 

15 represented to me as having attached to it, although I 

16 didn’t see it, a redacted memo, but the memo - my memo to 

17 the first lady was shown to me - the memo that was 

18 attached to that memo was not shown to me. It was reported 

19 that - it was represented there was such a memo. It was 

20 heavily redacted but it was not shown to me. 

21 What else was shown yesterday? 

22 MR. BENNETT: Calendars, appointment books. 
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1 THE WITNESS: Oh, yes. Calendars — apparently, 

2 there was a calendar that was stated by one of the 

3 counsels — Mr. Bentsen’s calendars for a certain period of 

4 time during 1994, and a page or two pages from my 

5 calendar. I guess there was a page from my calendar as 

6 well as a copy of what was represented to me to be one of 

7 my schedules that I carry around. 

8 MR. BENNETT: Keep your voice up. 

9 THE WITNESS: I’m sorry. Just yell. 

10 BY MR. CODINHA: 

11 Q In anticipation of - do you recall any other 

12 documents that you reviewed? 

13 A I reviewed a letter from Mr. Altman, a 

14 handwritten letter from Mr. Altman to the president, which 

15 I recall receiving after the cutoff date of the subpoena 

16 from Mr. Fiske. 

17 Q Do you recall any other documents you reviewed in 

18 anticipation of this deposition? 

19 A Not that I recall, no. 

20 Q Were you shown any documents which purported to 

21 be the diary or scrapbook of Mr. Altman? 

22 A I don't think I saw anything from - 

16 

1 MR. BENNETT: Just answer. 

2 THE WITNESS: I’m sorry. I don’t think I saw 

3 anything from Mr. Altman. I don’t recall it. 

4 BY MR. CODINHA: 

5 Q In early July, I believe the Senate Banking 

6 Committee sent you a letter request that you come in for 

7 this deposition. And I believe you were asked to bring a 

8 copy of your curriculum vitae or your CV along. I say "I 

9 believe" because some witnesses didn’t get that request. 

10 Did you not get that request? 

11 A I don’t recall. I turned the letter over to 

12 Mr. Bennett. I have not looked at it since. 

13 MR. BENNETT: We will send you one. 

14 MR. CODINHA: What I’d like you to do is send a 

15 copy of the CV and that will be marked as the next exhibit 

16 to the deposition. 

7 MR. BENNETT: Fine. 

8 BY MR. CODINHA: 

9 Q The single question I ask about the CV, without 
'.0 reviewing it, is whether it’s accurate. So I’m putting 

11 that question to you in anticipation of receiving the CV. 

2 Please review it for accuracy and then it will become a 
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1 part of the record. 

2 Have you been interviewed or given testimony to 

3 any other investigative body that is investigating the 

4 subject matter of Senate Resolution 229? 

5 A I have. 

6 Q And what investigatory agencies have you given 

7 testimony to? 

8 A As I recall, it was a joint interview recently by 

9 someone from the Treasury Department. I think it was from 

10 the Inspector General’s office at the Treasury Department 

1 1 and at that same interview, someone from the Office of 

12 Government Ethics. 

13 Q Have you been interviewed by any other 

14 investigative agency? 

15 A No. 

16 MR. BENNETT: Just the special counsel, 

17 Mr. Fiske. We’re not quite sure how you — 

18 MR. CODINHA: That’s fine. 

19 THE WITNESS: And the House yesterday. 

20 BY MR. CODINHA: 

21 Q Have you given any other interviews to any 

22 inquirers about the subject matter of Senate Resolution 

18 


1 

229, such as the White House? 

2 

A 

Yes. 

3 

Q 

With respect to the Treasury IG’s office and 

4 

Office of Government Ethics interview, when did that take 

5 

place? 


6 

A 

About a week ago. 

7 

Q 

Was that interview transcribed? 

8 

A 

It was. 

9 

Q 

And have you received a copy of the 

10 

transcription? 

11 

A 

Yes. 

12 

Q 

Have you reviewed a copy of the transcription? 

13 

A 

Yes. 

14 

Q 

Do you object to us, the Senate, having a copy of 

15 

that interview? 

16 


MR. BENNETT: I don’t have any objection to it. 

17 


MR. CODINHA: We would request at this time that 

18 

we get a copy of that. 

19 


MR. BENNETT: And we’ll make it a part of this 

20 

record? 


21 


MR. CODINHA: Yes. I would tell you that 

22 

anything we request, either by a letter request or at this 
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deposition will become a part of the record. 

MR. BENNETT: Fine. 

BY MR. CODINHA: 

Q With respect to the Office of Independent 
Counsel, when were you interviewed by them? That’s 
Mr. Fiske’s group. 

A I don’t know that I was. 

MR. BENNETT: Well, it was a grand jury 
appearance. He was not interviewed. I assume you don’t 
mind me correcting on these preliminary. 

MR. CODINHA: No, I don’t object to that. 

THE WITNESS: I wasn’t taking that in the context 
of an interview. 

MR. BENNETT: He wasn’t interviewed. He just 
made a cold grand jury appearance. 

BY MR. CODINHA: 

Q Following the grand jury appearance, were you 
asked to sit down or speak with any investigators from 
Mr. Fiske’s group, either FBI investigators or other 
investigators and discuss your testimony? 

A No, not that I recall. 

Q You say you’ve already given testimony to a House 

20 

inquiry investigators? 

A Yesterday. 

Q And was a transcription of that taken? 

A Not to my knowledge. 

Q Was anyone taking notes at that inquiry? 

A Yes. 

Q You indicated that you had given information to 
the White House. When did that take place? 

A That took place the same, about a week ago, the 
same day as I was interviewed by the Treasury IG and 
representative from the Office of Government Ethics. 

Q Did it take place at the same time or separately? 

A No, separately. It took place shortly before the 
interview by Treasury IG. 

Q Who did the interview? 

A Two lawyers with the White House counsel’s 
office. Jane Sherboume and Sheila — 

Q Cheston? 

A Yes, Cheston. 

Q Was Mr. Cutler present at that interview? 

A He was not. 

Q Were you shown any documents at that interview? 


2054 


21 

1 A I don’t recall being shown any. It may have 

2 been, but I don’t recall any documents. 

3 Q Did you now recall any other investigatory 

4 agencies that have interviewed you? 

5 A No. 

6 Q Let me turn your attention to the position you 

7 now hold with the government. What is the title of that 

8 position? 

9 A I’m an assistant to the president and deputy 

10 chief of staff. 

1 1 Q When did you take that position or those 

12 positions? 

13 A During the beginning of the first week of January 

14 of 1994. 

15 Q Prior to the first week of January of ’94 when 

16 you took those positions, had you held any other position 

17 in the administration beginning from January 20th of 1993? 

18 A No, I had not. 

19 Q Prior to holding that position, had you played 

20 any unpaid roles with the administration beginning after 

21 January 20, 1993? 

22 A For a very short period of time, some 10 days to 

22 

1 two weeks maximum, as I recall, I was working in the White 

2 House. 

3 Q When did that 10-day, two- week period occur? 

4 A It started with the 20th of January and ran on. 

5 Q You were there from the 20th of January, 1993 for 

6 10 days or two weeks? 

7 A Very late January or very early February when I 

8 went back to New York. 

9 Q What role were you playing at that time? 

10 A I had been involved in the transition effort in 

1 1 Little Rock. I was the deputy to Warren Christopher, and I 

12 came up basically to follow up on some of the work I had 

13 been doing there in helping staff the White House, and 

14 basically that’s what I was doing. 

15 Q To the best of your knowledge, how did it come 

16 about that you became an assistant to the president and 

17 deputy chief of staff? 

18 A I was asked by the president and by Mr. McLarty, 

19 who was then the chief of staff. 

20 Q Had you known Mr. McLarty before being asked to 

21 be his deputy chief of staff? 

22 A Yes. 
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Q And had you known the president before he asked 
you — strike that. 

For how long a time had you known the president 
before he asked you to become an assistant? 

A Since the early 1970s. 

Q How had you known the president, in what 
capacity, if any? 

A A friend. 

Q You’re a friend of his. And had you maintained a 
friendship with the president between the early 1970s and 
the time he became president? 

A Yes. 

Q As advisor to the president — I’m sorry, as 
assistant to the president, what are your duties and 
responsibilities? 

A My primary responsibilities are to coordinate the 
president’s health care initiative. I also coordinate the 
White House’s role in the 1994 elections as well as the 
relationship — the White House’s relationship to political 
efforts generally and to the Democratic National 
Committee. 

And when I first came there, I had some 

24 

responsibility with respect to dealing with the press and 
responding to the press on what is known generally as 
Whitewater matters. A number of other things will come up 
during the course of a day or week but those are my primary 
responsibilities. 

Q As assistant to the president, to whom do you 
report? 

A I report — well, as assistant to the president 
deputy chief of staff, I report to the chief of staff. 

Q Let me ask you, is your whole title assistant to 
the president, deputy chief of staff? 

A Either dash, or and. 

Q Those are not separate roles, but they’re one 
role? 

A They’re one role, yes. 

Q As far as you know, did anyone have that position 
before you took it? 

A Yes. 

Q Who was that position? 

A Immediately before me, I think it was Roy Neel, 
N-e-e-1, I think. Let me add for clarification, there is a 
second deputy chief of staff by the name of Phil Lader, 
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L-a-d-e-r. 

Q So you report to the chief of staff in your role 
as assistant to the president and deputy chief of staff? 

A Yes. 

Q Do you report to anyone else? 

A No. I report to the chief of staff. 

Q Do you report to the President of the United 
States? 

A Well, all of us report to the President of the 
United States. 

Q Do you report directly to the president or 
through the chief of staff? 

A It depends on the subject matter and the 
situation at hand. Sometimes I speak directly with the 
president. Most of my time, however, I speak directly with 
the chief of staff. 

Q In the White House hierarchical structure, there 
is counsel to the president. Do you report to the counsel 
to the president? 

A I don’t report to the counsel of the president. 

I speak with the counsel of the president. 

Q In terms of the White House hierarchical 

26 

structure, are you on equal footing with counsel to the 
president or above that or below that, if you know? 

A I think it depends upon the subject matter of the 
question. 

Q So on legal matters, the counsel to the president 
would be on a higher matter but on general matters, you 
would be on either the same level or you might be higher? 

A Exactly. 

Q With respect to senior advisors to the president 
and the hierarchical structure, do you report to senior 
advisors to the president? 

A Again, it depends upon the subject matter. If 
it’s a subject matter directly within the scope of another 
senior advisor, I don’t know whether I would use the term 
"report,” but I would certainly discuss and perhaps 
report. It really depends upon the circumstances. 

Q With respect to the issue of Whitewater, would 
you report to senior advisors to the president — strike 
that. 

Are there senior advisors to the president to 
whom you would report? 

A To the chief of staff. 


1 Q The chief of staff has a title of chief of 

2 staff. I’m now talking about senior advisors to the 

3 president, such as Bruce Lindsey. 

4 A I wouldn’t report to him. I would discuss 

5 matters with him, but I would not report to him. I 

6 reported, on Whitewater I reported to the chief of staff, 

7 who is also a senior advisor. 

8 Q Are you aware of whether Mr. Stephanopoulos is a 

9 senior advisor to the president? 

10 A There’s no title. Senior - I don’t think 

11 there’s a title "senior advisor." It is a judgment that is 

12 reached, I think, by others, but Mr. Stephanopoulos would 

13 be considered, in my view, a senior advisor to the 

14 president. 

15 Q On the matter of Whitewater, would you report to 

16 Mr. Stephanopoulos on matters? 

17 A No. I would discuss matters with him. 

18 Q Did you consider Mr. Lindsey on the matter of 

19 Whitewater to be in the hierarchical structure equal to 

20 you? 

21 A With respect to what matters? 

22 Q Whitewater. 

28 

1 A He was very knowledgeable about Whitewater. I 

2 didn’t report to Mr. Lindsey, but I certainly discussed 

3 matters with him. 

4 Q And with respect to Mr. Stephanopoulos, on the 

5 hierarchical structure with respect to the subject matter 

6 of Whitewater, did you consider him above or on the same 

7 level as you were? 

8 A Same level. 

9 Q I have been using a term here, "Whitewater," and 

10 let me perhaps define it. As I am going to be asking you 

11 questions, I’m going to use two terms. One is Whitewater 

12 Development Corporation. Another is the Madison Guaranty 

13 Savings & Loan Association. For convenience’s sake, I may 

14 only refer to them as Whitewater and Madison and with the 

15 permission of your lawyer and yourself, I will do that if 

16 there’s no objection. 

17 When did you first - strike that. 

18 You’ve been responding to questions about 

19 Whitewater. When did you first become aware of Whitewater? 

20 A Let me say, I have not been interpreting 

21 Whitewater as you’ve just defined it. When did I first 

22 become aware of it? Through general press accounts on a 
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1 very ad hoc basis during the course of 1993. I first heard 

2 of Whitewater during the either primary or general election 

3 campaign of 1992. 

4 Q With respect to Madison, when did you first - 

5 when, if ever, did you first become aware of Madison? 

6 A It was sometime during 1993 through newspaper 

7 accounts. 

8 Q Before coming to work at the White House in the 

9 first week of January of 1994, did you do any work for the 

10 White House, perhaps in the fall or early winter up through 

11 December of 1993, with respect to Whitewater or Madison? 

12 A No. 

13 Q Were you consulted by anyone in the White House 

14 with respect to Whitewater or Madison during that time 

15 period? 

16 A I don’t recall being consulted. 

17 Q Are you aware — as we sit here today, are you 

18 aware of a 1992 — let me withdraw the question. 

19 Do you know what the initials RTC stand for? 

20 A I think in this context, I assume they stand for 

21 Resolution Trust Corporation. 

22 Q And that’s what I mean by that. As we sit here 
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1 today, are you aware of a 1992 criminal referral concerning 

2 Madison, which mentions the Clintons? 

3 A As I sit here today? 

4 Q Yes. 

5 A Yes. 

6 Q When did you first become aware of that? 

7 A It was not until 1994, and I think to the best of 

8 my recollection, it was not until sometime in February of 

9 1994, and I can’t place it any closer than that. 

10 Q And what was the - how did you become aware of 

11 the 1992 RTC criminal referral? 

12 A It was either through — I don’t know which came 

13 first, either through a press account or someone telling 

14 me - somebody who works in the White House telling me 

15 about it and I couldn’t tell you who, when or what time. 

16 Q Putting aside the press account for the moment, 

17 if it were someone in the White House, do you recall how it 

18 came about that that was being discussed? 

19 A I don’t. 

20 Q Do you recall whether it was someone from the 

21 White House counsel’s office or some other office of the 

22 White House? 
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1 A No. As I said, I don’t know who, when or where. 

2 Q What did you come to know about the 1992 RTC 

3 criminal referral in February of 1994? 

4 A Come to know through any source? 

5 Q First, what did you come to know and then I’ll 

6 ask you about the source of that information. 

7 A Generally, that there had been -- my 

8 understanding is there had been a criminal referral or at 

9 least a proposed criminal referral which had been, I think, 

10 rejected either by RTC or by the Justice Department and 

1 1 there was, I gather, or my understanding was there was a 

12 subsequent reopening of that. I don’t know the final 

13 disposition on that. 

14 Q Have you now told me all you can recall of what 

15 you knew about the 1992 criminal referral? 

16 A That’s the essence of it. 

17 Q Do you recall the source of your information, 

18 that it had been rejected by the RTC or by Justice? 

19 A My recollection, as I sit here today, it was 

20 either through somebody in the White House or through a 

21 press account, and I couldn’t tell you which came first. 

22 Q Did you have — did that cause you to ask why the 
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1 referral had been rejected by the RTC or Justice to the 

2 individual who was telling you about it? 

3 A Not that I recall. 

4 Q Did you have any curiosity as to why that had 

5 been rejected by the RTC or Justice? 

6 A I think I had read it in a press account of why 

7 it had been rejected and I didn’t probe beyond that. 

8 Q Do you recall today what that press account of 

9 why it had been rejected? 

10 A I don’t. 

Ill Q You also indicated that you might have had 

12 conversation about the reopening of that referral. Do you 

13 recall what was said to you about the reopening of that 

14 referral? 

15 A I don’t recall any specific conversation. It is 

16 my recollection that it was reopened, and I either learned 

17 of that through an account or accounts of somebody in the 

18 White House or through the press. I don’t know which came 

19 first. 

20 Q Do you recall questioning at that time why the 

21 referral had been reopened? 

22 A I recall either questioning or learning about it 
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1 through press accounts. 

2 Q Did you learn the reason why the referral had 

3 been reopened? 

4 A Well, I read press accounts of why it had been 

5 opened. 

6 Q What’s your understand today of why it had been 

7 reopened? 

8 A My understanding is -- as I recall, people in — 

9 RTC employees in Kansas City asked that it be reopened or 

10 developed additional information. I don’t recall the exact 

1 1 nature and circumstances of it being reopened. 

12 Q Do you recall whether you discussed the fact that 

13 RTC employees in Kansas City had requests that the 1992 

14 criminal referral be reopened? Did you discuss that with 

15 anyone in the White House? 

16 A I may well have. I don’t recall any specific 

17 instance. 

18 Q As we sit here today, are you aware that there 

19 were a second set of nine RTC criminal referrals which were 

20 made in 1993 concerning Madison which also mentioned the 

21 Clintons? 

22 A Second set of nine? 
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1 Q A second set of nine criminal referrals. 

2 A No, it’s the first time I heard either the second 

3 set or nine. 

4 Q When you were responding to my earlier questions, 

5 and I was asking you about the 1992 referral, as we sit 

6 here today, do you recall it was a 1992 referral that was 

7 being discussed? 

8 A It could have been 1993. I don’t recall. 

9 Q At some point, did you learn about a meeting 

10 which occurred on September 29th of 1993 that involved the 

1 1 Treasury Department and the White House? 

12 A I learned about it, yes. 

13 Q And when was the first time you learned about the 

14 September 29th meeting? 

15 A As I recall, it was sometime during the month of 

16 February. It could have been January, but I recall it 

17 being during the month of February. 

1 8 Q What were the circumstances under which you 

19 learned about the September 29th meeting? 

20 A It could have been either through somebody — 

21 MR. BENNETT: Don’t speculate. He’s entitled to 

22 full and complete answers, but could — don’t speculate. 
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THE WITNESS: I don’t recall. 

BY MR. CODINHA: 

Q As best you can recall today, how do you believe 
you found out about the September 29th meeting? 

MR. BENNETT: You can answer it if you can answer 
it. 

THE WITNESS: It was either through an individual 
in the White House or through a press account. 

BY MR. CODINHA: 

Q Do you recall any individual in the White House 
who told you about the September 29th meeting? 

A As I sit here today, no. 

Q It has been reported that Mr. — strike that. 

The committee has developed evidence that 
Mr. Nussbaum attended the September 29th meeting. Do you 
recall Mr. Nussbaum telling you that he was at the 
September 29th meeting? 

A He may well have. I don’t recall specifically. 

Q The committee has developed evidence that 
Mr. Sloan, Mr. Clifford Sloan — do you know who Clifford 
Sloan is? 

A I do. 
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Q Let me take a step back and I apologize for 
this. Do you know who Bernard Nussbaum is? 

A I do. 

Q And was he counsel to the president when you 
arrived at the White House? 

A He was. 

Q Do you know who Clifford Sloan is? 

A I do. 

Q Who did you know Clifford Sloan to be? 

A I don’t know his exact title, but I think he was 
an associate or assistant counsel to the president. 

Q He worked in the legal office? 

A He worked in the counsel’s office. 

Q With respect to Mr. Sloan, do you recall 
discussing with Mr. Sloan the September 29th meeting? 

A I don’t have a specific recollection of it. I 
may well have. 

Q In your discussions with people at the White 
House who you can’t now recall, do you recall the subject 
matter of the September 29th meeting being discussed? 

A When you say the "subject matter" - 

MR. BENNETT: He’s not sure he had 
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1 conversations. He said conversations or the press. But 

2 what you're asking him is if there were conversations? 

3 BY MR. CODINHA: 

4 Q Is it helpful at all to you in remembering 

5 whether or not conversations occurred in the White House 

6 with respect to the September 29th meeting? 

7 A There were conversations. I can’t place the 

8 time, date or who. 

9 Q Now, with respect to those conversations, what 

10 were you told by people in the White House occurred at the 

1 1 September 29th meeting? 

12 A I don’t recall any detailed conversations about 

1 3 what occurred at the September meeting. 

14 Q Do you recall general conversations of what 

15 occurred at the September meeting? 

16 A No. 

17 Q Do you recall conversations of who was involved 

18 at the September meeting — strike that — of who was 

19 present at the September meeting? 

20 A Yes. 

21 Q Who do you recall who you were told was present 

22 at the September 29 meeting? 
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1 A I don’t recall being told by anyone who was 

2 present. I recall there being press account and discussion 

3 revolving around those press accounts. 

4 Q Do you recall being told by anyone at the White 

5 House that individuals from the Department of the Treasury 

6 were present at the meeting? 

7 A I recall discussions about who was present at 

8 those meetings. 

9 Q And the discussions, did they revolve around the 

10 fact that officials from the Department of Treasury were 

1 1 present? 

12 A Yes, that had been reported in the press. 

1 3 Q And was that then discussed at the White House 

14 after it had been reported in the press? 

15 A It was. 

16 Q Did people confirm that people from — did people 

17 at the White House confirm that people from the Department 

1 8 of Treasury had been present at the September 29th meeting? 

19 A I don’t recall any direct confirmation to me. 

20 Q Was there discussion which was, in your presence, 

21 as to the appropriateness of people from the Treasury being 

22 present at the September 29th meeting? 
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A It had been raised in the press and I think there 
was discussion around it. 

Q Who was having that discussion? 

A I don’t recall. 

Q Was this just general corridor discussion, or was 
this discussion that was being held at meetings? 

A Basically corridor discussion, as far as I was 
concerned. 

Q Were you able to determine from the general 
corridor discussions what had been discussed at the 
September 29th meeting? 

A No. 

Q Did you ever ask Mr. Nussbaum what had been 
discussed at the September 29th meeting? 

A I may have. I don’t recall that I did. 

Q Did you ever ask Mr. Sloan what had been 
discussed at the September 29th meeting? 

A Same answer. 

Q Do you know who Neil Eggleston is? 

A I do. 

Q And did you know him to be a lawyer in the 
department of the counsel to the president? 
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A Yes. 

Q The legal office. 

A Yes. 

Q Did you discuss with Mr. Eggleston the subject 
matter of the September 29th meeting? 

A I don’t recall having any specific discussions 
with him about the subject matter. 

Q Did you become aware of a meeting which took 
place on October 14th of 1993 at the White House? 

A I don’t know the exact date. I recall that there 
was discussion about an October meeting. 

Q And where did that discussion take place? 

A I’m sorry? 

Q Did that discussion at the place at the White 
House? 

A I don’t think I confirmed there was a 
discussion. I said I became aware of it. I became 
aware — let me back up. I became aware of a meeting in 
October. 

Q And how did you become aware of a meeting in 
October? 

A I don’t recall whether it was through a press 
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1 account or through one or more individuals in the White 

2 House discussing it. 

3 Q If it were through one or more individuals in the 

4 White House discussing it, who would those individuals have 

5 been, if you can recall? 

6 A I don’t recall. 

7 Q Did you come to find out who was present at the 

8 October meeting? 

9 A As I recall, I did. As I sit here today, I 

10 couldn’t tell you who they were. 

1 1 Q Did you come to find out that Mr. Nussbaum was 

12 present at the October meeting? 

13 A I could well have. I don’t recall. 

14 Q Did you come to find out that Mr. Sloan was 

15 present at the October meeting? 

16 A Same answer. 

17 Q Did you come to find out whether Mr. Eggleston 

18 present at the meeting? 

19 A Same answer. 

20 Q Did you come to find out whether Mr. Gearan was 

21 present at the October meeting? 

22 A Same answer. 
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1 Q To the best of your memory, when did you first 

2 become aware of the October meeting? 

3 A I think it was sometime in February, and there 

4 had been - I think there had been a press account or press 

5 accounts about it. 

6 Q Did you become aware whether any people from the 

7 Treasury Department were present at the October meeting? 

8 A As I recall, there had been Treasury people. I 

9 couldn’t tell you their names. That’s the answer. 


10 

Q 

Did you know who Josh Steiner was? 

11 

A 

At what time? 

12 

Q 

In February of 1994. 

13 

A 

Yes, I did. 

14 

Q 

Did you know that he was chief of staff to 

15 

Secretary Bentsen of the Treasury? 

16 

A 

That’s what I had been told. 

17 

Q 

And previously to that, he had been the principal 

18 

assistant to Roger Altman who was deputy secretary of the 

19 

Treasury? 

20 

A 

I came to know that, yes. 

21 

Q 

And did you know in February of ’94 who Jean 

22 

Hanson was? 
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1 A I did in February of ’94, yes. 

2 Q Did you come to know - did I just ask that you 

3 knew she was general counsel to the Treasury? 

4 A In February, I learned that. I learned that. 

5 Q Did you know who Jack DeVore was? 

6 A I knew from press accounts that he had been a 

7 close aide to Senator Bentsen — or now Secretary Bentsen. 

8 Q And was working at the Treasury in the office of 

9 public affairs? Did you know that? 

10 A My understanding is he was Secretary Bentsen’s 

1 1 chief spokesman. 

12 Q Did you understand that Mr. DeVore was in a 

13 communications department of the Treasury? 

14 A I didn’t focus on what department he was in. I 

15 didn’t know what department he was in. 

16 Q Did you become aware in February of 1994 that 

17 Mr. Steiner had been present at the October meeting? 

18 A Again, I don’t recall any specitic individuals. 

19 As I sit here today, I don’t recall his name ever being 

20 raised, at least in my presence, and I had no knowledge of 

21 that. 

22 Q Did you become aware that Ms. Hanson had been 
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1 present at the meeting? 

2 A Again, I don’t remember specific individuals. 

3 Q Do you have any notes or materials that would 

4 help you remember whether this was discussed at the 

5 meeting? 

6 A Not that I recall. Whatever notes were included 

7 in Fiske’s subpoena have been turned over to my counsel. 

8 Q Did you become aware sometime after 1994 when you 

9 started working at the White House that a memorandum of the 

10 October meeting had been prepared? 

11 A I do not recall learning about that. I may well 

12 have but as I sit here today, I don’t recall. 

13 Q Have you reviewed a copy — strike that. 

14 Have you ever seen a copy of a memorandum from 

15 Bruce Lindsey to the file which related to this meeting? 

16 A I may have. As I sit here today, I don’t recall. 

17 Q Do you recall — 

18 MR. BENNETT: May I ask, is that the same memo? 

19 MR. CODINHA: Is what the same memo? 

20 MR. BENNETT: The October memo. You referred to 

21 the October memo and you asked if he saw the Lindsey memo. 

22 Is that the same memo? 
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1 MR. CODINHA: It’s the same memo I’m referring 

2 to. 

3 BY MR. CODINHA: 

4 Q Do you recall seeing a memo that was prepared by 

5 Mr. Lindsey that concerned the Whitewater Development 

6 Corporation? 

7 A Any memo? 

8 Q Yes. 

9 A I don’t recall at this point any specific memo. 

10 I may have, but I don’t recall any specific memo. 

11 MR. BENNETT: I would ask — excuse me. I would 

12 ask if there are such memos and he can’t remember, if you 

13 want to refresh his recollection. 

14 MR. CODINHA: First, I’d like to test his memory. 

15 MR. BENNETT: Okay. 

16 BY MR. CODINHA: 

17 Q Do you recall there being more than one memo of 

18 Mr. Lindsey’s referring to the Whitewater Development 

19 Corporation? 

20 A I have no recollection of that. 

21 Q Do you recall there being at least one memo? 

22 A I don’t recall that either. There may well have 
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1 been, but I don’t recall it. 

2 Q You indicated that one of your roles when you 

3 came in as assistant to the president and deputy chief of 

4 staff was to deal with the press on the issue of 

5 Whitewater. Do you recall testifying to that earlier 

6 today? 

7 A Yes. 

8 Q What preparation were you given when you came in 

9 in January of 1994 to be able to do that? 

10 A We had, during the first two or 2-1/2 weeks, I 

11 ran a meeting that was held generally twice a day with a 

12 group of people who were knowledgeable about Whitewater and 

13 knowledgeable about — also people who were dealing with 

14 the press on it. And that’s how I came to be informed 

15 about Whitewater. 

16 Q Did this meeting that took place two times a day, 

17 when did those meetings occur, when during the day? 

18 A Typically fairly early in the morning and 

19 typically in the late afternoon. 

20 Q How long did they last? 

21 A It depended. Anywhere from half an hour to an 

22 hour, maybe a little longer, depending on the kind and 
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1 nature and amount of press inquiry we were getting. 

2 Q And these meetings, they began when you first 

3 arrived and they lasted, I believe, you said for two weeks 

4 or more? 

5 A Two, 2-1/2 weeks with that regularity. 

6 Q Following that, did the meetings continue - 

7 following the 2-1/2 weeks, did the meetings continue but 

8 with less regularity? 

9 A With less regularity. 

10 Q How often did they then occur? 

11 A As I recall, two or three times a week, and even 

12 tapering off to less than that. 

13 Q Have they occurred through the present day? 

14 MR. BENNETT: I’m going to object on scope and 

15 pertinency. 

16 MR. CODINHA: I’ll withdraw the question. 

17 BY MR. CODINHA: 

18 Q Up until March 10, how often did the meetings 

19 occur? 

20 MR. BENNETT: We’re talking about meetings, I 

21 assume, given your introductory remarks, that are limited 

22 to contacts with the Treasury. That’s my assumption, given 
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1 your preliminary remarks. Is that correct? 

2 MR. CODINHA: That is the scope and focus of this 

3 investigation, Mr. Bennett. 

4 (Witness conferred with counsel.) 

5 THE WITNESS: The meetings that I’ve been talking 

6 about didn’t have anything to do with contacts between the 

7 White House and the Treasury Department. 

8 BY MR. CODINHA: 

9 Q And how were you able to determine that they 

10 didn’t have anything to do with contacts between the White 

11 House and the Treasury? 

12 A As far as I knew, there were no contacts between 

13 the White House and the Treasury during that period of 

14 time. 

15 Q Between what period of time? I’m sorry. 

16 A January. 

17 Q In January there were no contacts between the 

18 White House and Treasury? 

19 A Not that I knew of. 

20 Q Why don’t we talk about who was at the 

21 meetings — first, let’s see if we can define the 

22 meetings. 
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Did this group have a name? 

A It had no ~ no, it had no official name. 

Q Did it have an unofficial name of the Whitewater 

response team or Whitewater response group? 

A I think that that would be fair that’s how it was 
referred to within the White House. 

Q And who was in charge of that group? 

A I was in charge. 

Q Where did the meetings take place? I’m saying 
where in the WTiite House. 

A No, I understand. During the first two, 2-1/2, 
three weeks, they typically took place in what is known as 
the ward room, which is the basement or the so-called 
basement of the west wing. 

Q Who participated in the meetings? 

A It varied, but I guess, as I recall - do you 
want me to name specific names? 

Q Please. 

A George Stephanopoulos, Paul Begala, on occasion 
James Carville, Michael Waldman, Bernie Nussbaum, Joel 
Klein, Neil Eggleston, Maggie Williams, David Gergen, Mark 
Gearan. On an irregular basis, Dee Dee Myers, myself. 
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That’s pretty much the complement. That is the best of my 
recollection. 

Q Did Clifford Sloan attend those meetings? 

A I think on occasion. I’m not sure he was a 
regular participant but as I recall, he was at some of the 
meetings. 

Q Did Beth Nolan attend those meetings? 

A Again, I think on an irregular basis. 

Q Did Mr. Podesta attend those meetings? 

A I don’t recall him being there. He may well have 
been, but I don’t recall him and certainly not on a regular 
basis. 

Q Did Lisa Caputo attend those meetings? 

A She attended some. I don’t think on a regular 
basis. 

Q Now, Mr. Nussbaum was counsel to the president? 

A Yes. 

Q What was his role at the meeting? 

A He was a participant. 

Q And what was his — who determined who came to 
these meetings? 

A I did. 
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1 Q Was this a by-invitation-only meeting or could 

2 anyone come at any time? 

3 A No. It was a by-invitation meeting. 

4 Q How did you determine who should attend any given 

5 meeting? 

6 A It was basically the same group of people. I 

7 thought consistency was useful. And as I said, the purpose 

8 of these meetings was to deal with a very high number of 

9 press inquiries that were coming in on a daily and weekly 

10 basis about this matter, what we call, genetically, inside 

11 the White House, Whitewater. I’m not using that in the 

12 sense you’ve defined it, but it’s generic name inside the 

13 White House and we were getting, as I say, a very large 

14 number of press inquiries and the purpose of these meetings 

15 was to deal with those. 

16 Q With respect to Mr. Stephanopoulos, I think you 

17 have said he was an advisor to the president, and I use the 

18 term "senior advisor" and I think you agreed he would be 

19 seen as a senior advisor? 

20 A Yes. Again, that’s not a specific title in the 

21 White House, although I think George may carry that. But 

22 as a generic term, he would certainly be considered a 
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1 senior advisor. 

2 Q And Mr. Stephanopoulos was involved in the White 

3 House communications department or I think at one point he 

4 had been director of communications for the White House, 

5 had he not? 

6 A He had been. His job duties and title were 

7 changed, but he still continues to be very involved with 

8 the press. 

9 Q You mentioned the name Begala? 

10 A Paul Begala, who is an outside advisor, outside 

1 1 consultant, as is James Carville. 

12 Q And you mentioned, I think, a Mr. Whalen - 

13 A Waldman. Michael Waldman is on the staff and in 

14 the communications department at the White House. 

15 Q What position does he hold? 

16 A I think he is -- there’s assistant, deputy 

17 assistant — I’m going down the hierarchy -- I think 

18 Michael is special assistant to the president for 

19 communications. 

20 Q Mr. Nussbaum, we have already said, is counsel to 

21 the president? 

22 A Yes. 
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1 

Q 

So he’s the chief legal officer in the White 

2 

House? 


3 

A 

At that time he was. 

4 

Q 

In January or the time we’re talking about? 

5 

A 

Yes. 

6 

Q 

And Joel Klein is in the counsel - he’s an 

7 

attorney 

in the counsel’s office? 

8 

A 

He is. 

9 

Q 

And he is also a legal officer to the president? 

10 

A 

Well, he’s in the counsel’s office functioning as 

11 

a lawyer. 

12 

Q 

And Neil Eggleston was again, a lawyer in the 

13 

counsel’s office? 

14 

A 

Yes. 

15 

Q 

And Maggie Williams, or Margaret Williams, was 

16 

chief of staff to the First Lady of the United States? 

17 

A 

Was and is. 

18 

Q 

I believe you mentioned Mr. Gergen. What role -- 

19 

A 

David Gergen. David Gergen was, at that time 

20 

counselor to the president — 

21 

Q 

And — 

22 

A 

— was his title. 
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1 Q What position did he play in the White House 

2 administration? 

3 A General senior advisor. 

4 (Pause.) 

5 Q I think when we stopped, I was asking about 

6 Mr. Gergen and you had answered Mr. Gearan. Do you know 

7 who Mr. Gearan? 

8 A Mark Gearan is the director of communications for 

9 the White House at that time and still is. 

10 Q And Dee Dee Myers, did she hold a communications 

1 1 position? 

12 A She was in the communications department working 

13 under Mr. Gearan and she is the press secretary, press 

14 spokesman. 

15 Q Cliff Sloan, he’s a counsel in the White House 

16 legal department? 

17 A He is. 

18 Q Beth Nolan is also counsel in the White House 

19 legal department? 

20 A Same. 

21 Q And is she a specialist in ethics for the White 

22 House? 
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1 A That’s my understanding, that she is a specialist 

2 in ethics. 

3 Q Lisa Caputo, what role did she play? 

4 A She’s the press secretary for Mrs. Clinton. 

5 Q And I believe you said you’re not sure whether 

6 Mr. Podesta attended these meetings? 

7 A I don’t recall his ever attending them. He may 

8 well have. 

9 Q Is there anyone else you can think of who 

10 attended the Whitewater response team meetings? 

1 1 A Not that I recall. 

12 Q What role was Mr. Nussbaum, the chief legal 

13 officer to the president, to play at these meetings? 

14 A He played the same role everyone else did. He 

15 was a participant in the meetings, and he had 

16 information — other people had information and as I said, 

17 focus of these meetings was to deal with, as best we could, 

18 voluminous press inquiries and make sure there was a 

19 coordinated response, that there were not different 

20 responses coming from different people based on different 

21 information. 

22 Q Was Mr. Lindsey a participant in those meetings? 
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1 A I’m sorry, you’re right. He was. 

2 Q Was he a regular participant in the meetings? 

3 A He was. 

4 Q He is also, I believe, a senior advisor to the 

5 president or at least an advisor to the president who would 

6 be considered a senior advisor to the president? 

7 A He is. 

8 Q Do you recall what is his portfolio at the White 

9 House? What does he do? 

10 A He basically is a senior advisor. He’s somewhat 

1 1 like Mr. Gergen. He advises the president on any number of 

12 matters. He’s been very close with the president over a 

13 number of years and is a trusted confidant and advisor, 

14 both political and otherwise. 

15 Q With respect to Mr. Lindsey, did he have 

16 particular knowledge with regard to Whitewater matters? 

17 A In my view, he had considerable knowledge. 

18 Q I’d like to go back for the moment to 

19 Mr. Nussbaum. You said he had information that was — 

20 strike that. You said he had some information. 

21 What did Mr. Nussbaum bring to the table that you 

22 needed in terms of being the head of the Whitewater 
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1 response team? 

2 A Somebody who knew some aspects of Whitewater and 

3 could give advice, especially in connection with answering 

4 accurately and as quickly as possible questions of the 

5 press. 

6 Q Is Mr. Nussbaum’s position a communications 

7 position that he has to interface directly with the press? 

8 A No, but we were being asked a lot of questions 

9 about Whitewater and I put together a group of people who I 

10 felt could contribute to responding to those questions as 

1 1 quickly and as accurately as possible and as consistently 

12 as possible. 

13 Q When you arrived at the White House, did you know 

14 that the issue of you dealing with the press on Whitewater 

1 5 was going to be part of your portfolio? 

16 A I did not. 

17 Q When you arrived, who informed you of that 

18 information? 

19 A The chief of staff. 

20 Q And that would have been Mack McLarty? 

21 A Yes. 

22 Q I’m sorry, Mr. McLarty. 

58 

1 A Mr. McLarty. It doesn’t matter. 

2 Q What did Mr. McLarty inform you were to be your 

3 duties and responsibilities as particularized on 

4 Whitewater? 

5 A He said that there was a lot of — many, many 

6 questions coming in from the press that he felt that we 

7 were not responding as quickly and as effectively as we 

8 could and asked me to take charge of that and try to pull 

9 together a system in which we could quickly and effectively 

10 and accurately respond to the press. 

1 1 Q Were you given a briefing book on Whitewater when 

12 you arrived to at least let you know what this was all 

13 about? 

14 A No, not that I recall. I talked to a number of 

15 people. I don’t recall any specific people. 

16 Q How did you decide who, at the White House, who 

17 you should talk to about the subject of Whitewater? 

18 A I basically asked several people who had been 

19 involved and was knowledgeable. I knew that the counsel’s 

20 office had been involved. I knew Mr. Lindsey had a great 

21 deal of knowledge about it. He had been reporting in the 

22 press, as had Stephanopoulos, and there were a number of 
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1 people who were speaking to the press about it. So it was 

2 my view that we should get all of those people in one room 

3 on a consistent basis. 

4 Q You say you ’’knew the counsel’s office had been 

5 involved." What was the source of your information that 

6 the White House’s counsel’s office was involved? 

7 MR. BENNETT: I’ve given you an awful lot of 

8 leeway on this. 

9 MR. CODINHA: We might disagree. 

10 MR. BENNETT: Can’t we get to the communications 

1 1 between officials of the White House and Department of 

12 Treasury? I don’t think this should be a pretext of you 

13 learning about all the internal processes of the White 

14 House and I’d like you to limit it to the scope of what 

15 your assignment is, with all due respect. 

16 MR. CODINHA: Thank you. 

17 BY MR. CODINHA: 

18 Q With respect to your information that the 

19 counsel’s office at the White House had been involved, what 

20 was the source of that information? 

21 A Where are we? 

22 MR. BENNETT: I’m going to object to that on 
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1 pertinency scope grounds. 

2 BY MR. CODINHA: 

3 Q What was the source of your information? 

4 MR. BENNETT: I’m instructing him not to answer. 

5 MR. CODINHA: Mr. Bennett - 

6 MR. BENNETT: I’m instructing him not to answer. 

7 MR. CODINHA: I heard what you said. I’m trying 

8 to address your objection. I will tell you that this 

9 committee has developed information at the present time 

10 that there were contacts between the White House and 

1 1 Treasury Department and RTC, and RTC, Treasury and the 

12 White House which involved the counsel’s office. That is 

13 clearly within the scope of this. I want to know the 

14 source of the — I want to know the source of your client’s 

15 information that the counsel’s office had been involved. 

16 That’s what I’m focused on. It’s clearly within the scope. 

17 MR. BENNETT: Are you finished? 

18 MR. CODINHA: I believe I am. 

19 MR. BENNETT: I have no objection to you asking 

20 my client about conversations regarding contacts with the 

21 Treasury, but I object generically to your using that as a 

22 pretext to delve into processes of the White House which 
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have nothing to do with the scope. If you want to ask him 
what conversations he had with the counsel's office about 
contacts, I have no objection nor could I have an objection 
to that. 

MR. CODINHA: This is a preliminary question, 
Mr. Bennett. 

BY MR. CODINHA: 

Q I’m asking you now, Mr. Ickes, what was the basis 
for your information that the counsel’s office had been 
involved? 

A In what? 

Q We have been talking about information with 

respect to Whitewater. Now, what’s the basis of your 
information that the counsel’s office had been involved? 

A Newspaper accounts, among other things. 

Q In what newspapers was it reported that the 
counsel’s office had been involved with Whitewater? 

A I don’t recall. 

Q When you heard the counsel’s office had been 
involved, you wanted to - strike that. 

Now, taking on your role as assistant to the 
president and deputy chief of staff, you were interested in 
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doing a good job in that role. That would be accurate to 
say, isn’t it? 

A Yes. 

Q And in order to do that, you thought you had to 
talk to some people because you didn’t have a whole lot of 
direct information about Whitewater; is that correct? 

A Yes. 

Q So did you go about talking to people to find out 
what they knew? 

A Yes. 

Q Now I’m focusing on the counsel’s office. With 
respect to Mr. Nussbaum, did you have direct conversations 
with Mr. Nussbaum about what he knew about Whitewater? 

A Generally. 

Q When did those discussions occur? 

A Soon after I arrived at the White House. 

Q Where did they occur? 

A I don’t recall. 

Q Did you take notes about those discussions? 

A I don’t recall that I did. I may have. But I 
don’t recall that I did. 

Q Did you have anyone who was assisting you in 
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1 coordinating the Whitewater response group? 

2 A I was coordinating it. 

3 Q Did you have a deputy or an assistant who was 

4 helping you? 

5 A No. 

6 Q When you talked to Mr. Nussbaum, did he tell you 

7 that he had spoken to the Treasury Department, or RTC 

8 through the Treasury Department about Whitewater? 

9 A During what period of time? 

10 Q During the time when you first spoke to 

1 1 Mr. Nussbaum about the information that he had about 

12 Whitewater. 

13 A I have no recollection of that. I don’t think he 

14 did. 

15 Q What did he tell you about Whitewater? 

16 A Just a general — 

17 MR. BENNETT: About the contacts? I’m limiting 

18 him to contacts with the Treasury Department under A, which 

19 you very carefully described to us as being the scope in 
>0 the beginning. I’m not going to let him tell you what 

l\ anybody and everybody said about Whitewater in general. 

12 MR. CODINHA: Is this on instructions from the 
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1 White House? 

2 MR. BENNETT: It’s on instructions from me as the 

3 lawyer and it’s based on the United States Senate 

4 resolution. You have no authority to go beyond this 

5 resolution. 

6 MR. CODINHA: Is this also instructions from the 

7 White House? 

8 MR. BENNETT: This is not instructions from the 

9 White House. This is my instructions to my client. 

10 MR. CODINHA: And if I may ask, Mr. Bennett, have 

1 1 you been asked by the White House to be cooperative in this 

12 investigation? 

13 MR. BENNETT: I’ve been asked to be cooperative 

14 and we are being cooperative, but you are limited to your 

5 resolution, and I’m not going to ~ 

6 MR. CODINHA: We aren’t in dispute about that. 

7 MR. BENNETT: Let’s get on with it and stick to 

8 the resolution. 

9 BY MR. CODINHA: 

10 Q When Mr. Nussbaum — Mr. Ickes, I’m sorry, I 

11 don’t want you to be focusing on something else. I’m 

12 afraid you won’t hear the question. 
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1 A I’m just looking around. I hear the question. 

2 Q When you spoke to Mr. Nussbaum, did he give you 

3 some information about the Whitewater investigation? 

4 MR. BENNETT: Don’t answer that unless it’s 

5 limited to the contacts. 

6 MR. CODINHA: I think he can tell me if he gave 

7 him some information because if he didn’t give him — 

8 MR. BENNETT: Why don’t you ask if he gave him 

9 any information about contacts with the Treasury or 

10 anything covered by scope A. 

1 1 MR. CODINHA: Mr. Bennett, respectfully, I have 

12 great respect for your reputation which has preceded you 

13 into the room, but let me also tell you that no one has a 

14 conversation where they say and I learned this from this 

15 person and I learned this from this person and I learned 

16 this from this person. You know, you, of all people, know 

17 how an investigation is conducted. We have deposed a lot 

18 of people, including Mr. Nussbaum. We have determined in 

19 some ways where Mr. Nussbaum got information. 

20 Now, I’m asking your client about the information 

21 he got from Mr. Nussbaum about particular matters which 

22 relate to Whitewater. I’m not asking him about what he 
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1 learned from the President of the United States. I’m not 

2 asking what he learned about from the first lady. I’m 

3 asking him particular questions about Mr. Nussbaum who the 

4 committee has developed evidence was at meetings with the 

5 RTC/Treasury in September and October. 

6 I think it’s a legitimate area of inquiry. What 

7 I don’t want to happen is for us to get a scope objection 

8 here where we have to delay it because you’ve already told 

9 me that you want to complete this today, which is going to 

10 cause us to delay these questions and your client is going 

1 1 to have to be back here again. I’m telling you it’s our 

12 opinion — it’s certainly my opinion that this is a 

13 legitimate area of inquiry. 

14 Would you like to put something on the record. 

15 MR. BENNETT: I appreciate your flattery and kind 

16 remarks but my reputation has absolutely nothing to do with 

17 this. What this has to do with is the resolution. Just so 

18 the record is clear, I have absolutely no objection at all 

19 for you asking my client what communications he had with 

20 anybody regarding communications between officials of the 

21 White House and the Department of the Treasury or the 

22 Resolution Trust Corporation. And that’s what I’m 
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1 instructing him to answer. 

2 MR. CODINHA: I certainly recognize your 

3 objections. It’s on the record. 

4 BY MR. CODINHA: 

5 Q Mr. Ickes, back to my question. Did you have 

6 conversations with Mr. Nussbaum in the early part of 

7 January at which you discussed Whitewater with him? I 

8 think you can answer that yes or no. 

9 MR. BENNETT: You can answer that question. Show 

10 you what a good guy I am. Go ahead. 

11 THE WITNESS: Yes. 

12 BY MR. CODINHA: 

13 Q Now, when you had the conversations with 

14 Mr. Nussbaum, was anyone else present? 

15 A I don’t recall. They might have been. 

16 Q You were there. Mr. Nussbaum was there. 

17 A And there may well have been others. I have no 

18 recollection as to whether there were or were not. 

19 MR. BENNETT: Keep your voice up. Amy is having 

20 trouble hearing you. 

21 THE WITNESS: I’m sorry. 

22 BY MR. CODINHA: 
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1 Q Do you recall whether Mr. Nussbaum used any notes 

2 to brief you? 

3 A I don’t recall any such notes. 

4 Q Did Mr. Nussbaum give you any materials in order 

5 to brief you about the subject? 

6 A He may well have. I don’t have any specific 

7 recollection. 

8 Q When you talked to Mr. Nussbaum in early January, 

9 did he report to you that there had been a criminal 

10 referral in 1992 relating to Madison which mentioned the 

1 1 Clintons? 

12 A He may have. I don’t think he did, and I have no 

13 recollection of it. 

14 Q When you spoke to Mr. Nussbaum in early January 

15 of 1994, did he mention to you that there were nine 

16 referrals or that there were referrals from the RTC which 

17 had been sent from Kansas City to Washington to Little 

18 Rock? 

19 A He may have. I don’t think he did, but I have no 
10 specific recollection of it. 

!1 Q Did Mr. Nussbaum mention to you, when he talked 
12 to you in early January, about checks that were part of the 
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referral that had dealt with the Clinton campaign 
committee? 

A Would you repeat that. 

Q When Mr. Nussbaum spoke to you in early January, 
did he tell you about the referrals, referring to four 
cashier’s checks, two made payable to the Clinton campaign 
committee and two made payable to Bill Clinton? 

MR. BENNETT: Objection. What does this have to 
do with the scope of this resolution? 

MR. CODINHA: I would represent to you that - 

MR. BENNETT: I’m instructing him not to answer. 

MR. CODINHA: On what basis? 

MR. BENNETT: Unless you can show me what the 
scope and pertinency is. 

MR. CODINHA: I don’t know that I have to show 
you that but I would tell you, Mr. Bennett, the committee 
has developed evidence that that information was coming 
from Treasury and RTC. And if that is the case and it is 
being relayed to your client, then that is within the scope 
of this case. 

MR. BENNETT: I don’t have any problem if you ask 
him if he’s aware of any knowledge or information that 
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Treasury forwarded to Mr. Ickes or anybody else. Then I 
don’t have any problem if you tie it to this, but I’m not 
going to be letting him answering questions in a vacuum 
when I don’t know whether or not it’s a communication or 
not. If you know it’s a communication, tie it to that and 
I’m not going to object. 

MR. CODINHA: Fine. 

BY MR. CODINHA: 


Q Did Mr. Nussbaum tell you about these checks? 

A What checks? 

Q The four checks, two made payable to the Clinton 
for Governor campaign, two made payable to Bill Clinton, in 
your earlier January meeting. 

MR. BENNETT: Hold it. 

(Witness conferred with counsel.) 

MR. BENNETT: Go ahead and answer. 

THE WITNESS: I don’t know what checks you’re 
talking about. 

BY MR. CODINHA: 

Q You don’t recall Mr. Nussbaum telling you about 
that? 

MR. BENNETT: He’s answered the question. 
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1 MR. CODINHA: He says he doesn’t recall what 

2 checks I’m talking about. 

3 BY MR. CODINHA: 

4 Q I’m now asking you, do you recall Mr. Nussbaum 

5 telling you anything that this case involved campaign 

6 checks? 

7 A Sir, there was a lot of discussion over a long 

8 period of time about a lot of different aspects of 

9 Madison/Whitewater. Some of that came from newspaper 

10 accounts. Some of that came from many other people. A lot 

11 of this information has merged, as I sit here today, were 

12 there checks — were there discussions about checks over 

13 the two- or three- or four-month period, yes. When those 

14 discussions occurred, with whom they occurred, where I 

15 learned about them and what they had to do with, I couldn’t 

16 tell you today. 

17 Q Do you recall Mr. Nussbaum telling you at the 

18 early meeting, this early January meeting that he had 

19 confirmed or had a confirmation from the RTC that criminal 

20 referrals had been made from the RTC to the Justice 

21 Department? 

22 A I don’t recall. He may have. I don’t have any 

72 

1 specific recollection, and I don’t think he did. 

2 Q Do you recall Mr. Nussbaum telling you at this — 

3 MR. BENNETT: Let me ask you. I’m assuming when 

4 you predicate a question this way that there’s a basis in 

5 fact. 

6 MR. CODINHA: That there’s a basis, yes? Let me 

7 take a step back. 

8 MR. BENNETT: I’m assuming Nussbaum told you he 

9 told Ickes, this because if that’s not true, then I think 

10 these are unfair questions. 

1 MR. CODINHA: Whether they’re fair or not, that’s 

2 exactly what - that’s exactly what I didn’t want to say. 

3 I will say that it is fair to assume that the underlying 

4 information contained in the question about whether 

5 something was contained, that there were four checks, that 

6 they related to that, is correct. Don’t assume that the 

7 information was related to your client. It isn’t 

8 necessarily the case, and I want to represent that. 

9 MR. BENNETT: So when you say did X tell you, did 

0 Y tell you, we can’t assume that that’s a fact, that X told 

1 him or Y told him? 

2 MR. CODINHA: I don’t know what X told him 
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because you won’t let me ask generally what he was told. 

If you let me ask that generally, then I could find out. 

Now I have to ask specifically. 

MR. BENNETT: If you say did Mr. Smith tell you 
something, did Mr. Jones tell you something, is a lot 
different from saying with the predicates that you’re 
putting on these questions. The assumption I’ve been 
making all along is a witness has told you he told Ickes 
something. But any way, I’m on the record on that point, 
so ask your next question. 

BY MR. CODINHA: 

Q Let me ask you, was there — strike that. 

Do you recall having any discussion with 
Mr. Nussbaum at this early January meeting as to the 
status, be that subject, target or witness that the 
Clintons held? 

A That the Clintons held? 

Q Yes, in respect to the referrals. 

MR. BENNETT: What do you mean by "held"? 

BY MR. CODINHA: 

Q Let me take a step back for a minute. Are you 
familiar with the terms "subject,” "target” and "witness" 
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as they are used in the criminal area? 

A I’m not a criminal lawyer. 

Q Whether you’re a criminal lawyer or not, are you 
familiar with the terms? 

A I’ve heard those terms. I couldn’t define them. 

Q Do you recall whether Mr. Nussbaum told you in 
January what status the Clintons held in the RTC referrals 
in which they had been allegedly named? 

A I have no specific recollection. I don’t think 
he did, but he may have. I have no recollection, and I 
don’t think he did. As I think I’ve said before to you, I 
don’t think I knew about the criminal referrals or the 
so-called criminal referrals until much later in the 
process. 

Q Do you recall whether Mr. Nussbaum informed you 
that he was monitoring those criminal referrals to see 
whether the Clintons’ status changes? 

A I have no recollection of that. We’re talking 
early January? 

Q Early January. 

A No recollection. I don’t think it occurred, but 
I have no recollection. 
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1 Q How long do you recall speaking to Mr. Nussbaum 

2 about the subject of Whitewater, the length of time at this 

3 early January meeting? 

4 A 15 or 20 minutes. 

5 Q Did he appear to be a knowledgeable person about 

6 the subject to you? 

7 A Compared to me, yes. 

8 Q Would it be fair to say when you walked in and 

9 received the information that you were going to head up the 

10 Whitewater response group or team in January, you knew 

1 1 nothing about it except what you read in the newspapers? 

12 A Well, I think I’ve testified that Whitewater 

13 generally — I had run into Whitewater during the primary 

14 or general election campaign in 1992 but only in passing. 

15 I knew nothing about the details. I think all I knew was 

16 it had something to do with the land transaction in 

17 Arkansas. That’s literally all I knew and the rest of my 

18 information up until early January had come through reading 

19 a couple newspaper accounts. I found it so convoluted and 

20 confusing I didn’t bother to read much about it. 

21 Q When Mr. McLarty gave you this assignment as part 

22 of your portfolio, did he — I asked you whether he gave 
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1 you a briefing book. Did he give you any materials to 

2 read? 

3 A Not that I recall. I don’t think so. 

4 Q Did he instruct you as to who would be the most 

5 knowledgeable people that you should talk to? 

6 A Well, he suggested, as I recall, he suggested I 

7 talk to Lindsey, that I talk to Nussbaum, that I talk to 

8 Stephanopoulos, among others. 

9 Q With respect to Mr. Klein, do you recall speaking 

10 with Mr. Klein in early January? 

11 A I recall speaking to him. 

12 Q Again, I’m not interested — I’m not interested 

13 in whether you spoke to him about what the weather was 

14 outside. I’m talking about Whitewater and the subject of 

15 Senate Resolution 229. 

16 A I have no specific recollection of any specific 

17 conversations. I’m confident that I probably did and as 

18 has been testified to earlier, he was a participant in 

19 these early meetings. 

20 Q What role was he to play, Mr. Klein? 

21 A Again, someone who seemed to have some 

22 information about Whitewater. It was my purpose to get 
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1 people who were knowledgeable about Whitewater in one room. 

2 Q Were you able to determine what the source of 

3 Mr. Klein’s information about Whitewater was? 

4 A The answer is it depended on the day and the 

5 circumstance. I mean, it was — each of these meetings, 

6 the purpose was to develop information and coordinate 

7 information to respond effectively and accurately and 

8 quickly to the press. Some information came from outside 

9 sources. Some came from newspaper accounts. Sometimes 

10 newspaper accounts would raise questions that people would 

1 1 then look up and find out about so we could have, in 

12 effect, an accurate response to the press on the questions. 

13 Q Mr. Neil Eggleston was a participant -- strike 

14 that. 

15 I think you listed Neil Eggleston as a 

16 participant in these meetings. 

17 A I did. 

18 Q What role — Mr. Eggleston was also in the 

19 counsel’s office. What role did he play? 

20 A Same as Nussbaum and Klein. 

21 Q And that was that they appeared to know something 

22 about the issue and they were bringing information to the 
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1 table as it related to Whitewater? 

2 A They were bringing in information and they also 

3 helped research questions that our press people were 

4 getting by way of press inquiries so we could give, again, 

5 accurate, effective and quick responses. 

6 Q When you say they were researching questions, did 

7 you view it as part of their role, that they should reach 

8 out to the agencies to get accurate information? 

9 A I didn’t have any specific role in mind. I just 

10 asked them if people thought that they could find out 

1 1 answers to questions and that they would bring those 

12 answers back. I didn’t have any particular sources that 

13 they should look at or go to. 

14 Q Was it your intent, if a question was raised 

15 about the referrals that needed a factual answer, the 

16 criminal referrals, that it would be either Mr. Nussbaum, 

17 Mr. Klein, Mr. Eggleston or Mr. Sloan from the legal office 

18 that would contact those agencies? 

19 A As I said, I didn’t instruct them to contact any 

20 agencies, and I don’t know if they contacted any agencies. 

21 Q Did you tell them not to contact agencies? 

22 A When you speak of "agencies," what agencies are 
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1 you referring to, the federal government? 

2 Q Yes, federal government agencies. 

3 A I didn’t instruct them to. I didn’t instruct 

4 them not to, and I don’t know whether they did or whether 

5 they didn’t. 

6 Q Did they offer information at these Whitewater 

7 response teams that was responsive to questions that were 

8 being raised about what was happening at the Treasury 

9 Department or the RTC with respect to the cases? 

10 MR. BENNETT: You’re not talking about legal 

1 1 advice. 

12 MR. CODINHA: Not legal advice. 

13 THE WITNESS: Again, I don’t recall Treasury/RTC 

14 being involved in the early discussions. They may well 

15 have been, but I don’t recall any discussions about 

16 Treasury and/or RTC. 

17 BY MR. CODINHA: 

18 Q Mr. Cliff Sloan, I think we’ve mentioned him as 

19 an attendee at these meetings and he was also from the 

20 counsel’s office. What role was he to play at these 

21 meetings? 

22 A Same as Nussbaum, Klein, Eggleston. 
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1 Q And Ms. Beth Nolan, I think we mentioned her as 

2 an attendee at these meetings? 

3 A I don’t think she was a regular attendee, but 

4 again, same as the others. 

5 Q With respect to Ms. Nolan, did you at some time 

6 come to understand that she was an ethics expert in the 

7 White House? 

8 A I was told that. 

9 Q Was that early on, or was that later in your 

10 career there? 

11 A I don’t recall when. 

12 Q Was she brought to the Whitewater response team 

13 to be there in her role as an expert on ethics? 

14 MR. BENNETT: I’m going to object on scope and 

1 5 pertinency grounds. 

16 BY MR. CODINHA: 

17 Q What was your purpose in having her there? 

8 A She was a person who, I was told, had some 

9 knowledge about Whitewater. 

10 Q That she had knowledge about the underlying facts 

11 of Whitewater? 

•2 A She had knowledge about Whitewater. 
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1 Q Had you been told she was a person who had been 

2 in contact with the Treasury Department and RTC relating to 

3 Whitewater? 

4 A In that early period? 

5 Q Yes. 

6 A I don’t recall being told that. 

7 Q Did you later find out she was a person who was 

8 in contact with the Treasury or RTC with respect to aspects 

9 of Whitewater? 

10 A I think sometime later, I learned that she had 

1 1 been in contact with Treasury. 

12 Q And when was that time? 

13 A To the best of my recollection, it was around, I 

14 think, early February. 

15 Q Are you familiar with an event that’s referred to 

16 as Renaissance Weekend or the Renaissance time or words to 

17 that effect? 

18 MR. BENNETT: Let me just ask you on some of this 

19 stuff for some guidance. In preparing him for his 

20 testimony, there’s all sorts of things we’ve brought to his 

21 attention, which he did not know in real terms. 

22 MR. CODINHA: I’m just asking if he’s familiar 
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1 with the term. I’m not going to spend a lot of time on it. 

2 BY MR. CODINHA: 

3 Q Are you familiar with Renaissance Weekend? 

4 A I’m familiar with the term. 

5 Q Did you know about the term before your attorney 

6 prepared you for your deposition testimony? 

7 A Yes. 

8 Q Have you attended these Renaissance weekends? 

9 A Never. 

10 Q And with respect to the Renaissance Weekend that 

1 1 occurred, the most recent one that occurred, I believe, 

12 over the New Year’s weekend or New Year’s Eve, have you 

13 become aware of the press accounts relating to a 

14 conversation which occurred between the President of the 

15 United States and Mr. Ludwig, the Comptroller of the 

16 Currency? 

17 A I’ve skimmed the press accounts. This has been a 

18 very, very intense and busy period for me on health care, 

19 so I have not focused a lot of attention but I was aware 

20 there were newspaper articles or such recently, and I 

21 remember skimming them quickly. 

22 Q With respect to those press accounts, had you 
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been aware of that conversation before you read the press 
accounts? 

A Not to the best of my knowledge. I don’t recall 
ever hearing about it. 

Q Do you recall there being any discussion of the 
president talking with Mr. Ludwig at your Whitewater 
response group? 

A No. I have no recollection of that. 

Q Do you recall whether Mr. Klein discussed that at 
a Whitewater response group? 

A I have absolutely no recollection of that. 

Q Are you aware of whether Secretary Bentsen from 
the Treasury Department was asked to attend a meeting with 
Cabinet level officials at the Whitewater relating to 
Whitewater in early January? 

(Witness conferred with counsel.) 

THE WITNESS: I had not heard it until my counsel 
informed me of it yesterday. 

BY MR. CODINHA: 

Q Do you know who Christine Varney is? 

A I do. 

Q Is she the Cabinet secretary? 
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A She is. 

Q And it’s her job — strike that. 

In her role as Cabinet secretary, is it her job 
to put together these meetings? 

A What meetings? 

Q Just meetings of Cabinet level officials that are 
going to occur at the White House. 

A Typically. There are meetings with Cabinet level 
officials that she is not involved with. But typically, 
she is the contact person between the White House and the 
Cabinet as it relates to the organizational meetings. 

Q With respect to Ms. Varney, have you had any 
conversations with her with respect to a meeting where she 
requested Secretary Bentsen not to appear because it was 
going to discuss Whitewater? 

A Is that the same meeting you referred to earlier 
a few minutes ago? 

Q It could be, but I’m not sure whether it’s the 
same meeting. 

A The answer is no. 

Q During the course of January of 1994, did you 
become aware of a statute of limitations issue that was 
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1 being raised on the civil aspects of Madison? 

2 A During what month? 

3 Q January of 1994. 

4 A Could have been. I mean, I recall definite 

5 discussions about it in February, and there may well have 

6 been some discussion about it in January. 

7 Q Was this a subject matter that was being 

8 discussed by the Whitewater response group? 

9 A Not to my recollection. 

10 Q Did the Whitewater response group become involved 

1 1 in the civil aspects of Madison, or was it only dealing 

12 with the criminal referral questions? 

13 A No. The Whitewater response group was dealing — 

14 attempting to deal with, let me put it that way — with any 

15 and all questions that were being made or inquiries being 

16 made by the press which was a very intensive period over 

17 that period of time. That was its primary purpose and 

18 that’s what we were focused on. There was no 

19 differentiation between criminal and civil. It was just 

20 questions relating to what is generically known in the 

21 White House, not by your definition, as Whitewater. 

22 MR. BENNETT: I’m going to somewhat belatedly 
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1 object to the form of the question because it assumes that 

2 the White House response group was, in fact, talking about 

3 criminal referrals, and I don’t think that’s what his 

4 testimony has been. 

5 MR. CODINHA: I can put that question to the 

6 witness and perhaps you can answer. 

7 BY MR. CODINHA: 

8 Q As I understand your answer, the Whitewater 

9 response group was responding to all Whitewater inquiries, 

10 whether they were civil or criminal? 

11 A Yes, and to my recollection, I don’t recall 

12 during those early weeks in January focus on or questions 

13 about the criminal referrals. There could have been, but 

14 as I sit here today, I don’t recall any specific questions 

15 about that. I’d have to go back and look at the press 

16 record basically to find out if there were. 

17 Q Did anyone keep notes or records of the 

18 Whitewater response group meetings — first, let me ask, 

19 were official records of the Whitewater response group 

20 meetings kept? 

21 A No. 

22 Q Was someone required to take notes? 
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A No. 

Q Did individuals take notes at those meetings, if 
you noticed? 

A Some individuals did. 

Q Did you take notes? 

(Witness conferred with counsel.) 

A I kept notes. 

Q Would it be correct to say that if they pertain 
to the scope of Senate Resolution 229, that they have been 
delivered to the committee? 

A Yes. 

Q And you have reviewed your notes yourself or 
along with your attorney? 

A I have. 

MR. BENNETT: I just want you to clearly 
understand that it was the White House counsel’s office 
that had the responsibility of making the productions to 
Congress. I have every reason to believe that everything 
has been turned over, but I just want you to know that they 
took upon themselves the responsibility, and apparently 
Congress wanted them to do it rather than counsel for the 
individuals. 
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BY MR. CODINHA: 


Q I can’t now recall. Did you receive a direct 
letter from Chairman Riegle and minority — and the ranking 
member to look through your records to determine whether 
you had responsive items? It would have been June 2. 

A I recall receiving — I recall. receiving a 
photocopy, and I think the letter was addressed to me, but 
I think it was a photocopy. I don’t think it had an 
original signature on it, and I subsequently contacted 
Mr. Bennett and sent that photocopy over to him. I think 
that Mr. Bennett had told me he had already received a copy 
of ii. That’s my best recollection. 

Q But you understood that you had a personal 
responsibility to make sure we received all the 
information? 

A Right. I relied on my counsel. 

MR. BENNETT: We produced documents to the White 
House. I can’t be sure, as we sit here, whether they gave 
you all the documents that we gave them. They may very 
well have made some redactions. For what it’s worth, I am 
not aware of any documents that you’re referring to, but — 
it’s just a technical point, that the White House took upon 
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1 itself the responsibility of making productions. 

2 We produced documents to White House counsel’s 

3 office, and they were going to decide what they produced to 

4 you. I will tell you that I think what we gave to the 

5 White House were all the documents we gave to Mr. Fiske. I 

6 think it was the same universe of documents, wasn’t it? 

7 Yes. 

8 BY MR. CODINHA: 

9 Q Mr. Ickes, with respect to the matter of the 

10 statute of limitations that was to apply to Madison, did 

1 1 you become aware in January, sometime in January, perhaps 

12 after the middle of January that the issue of the statute 

13 of limitations application to Madison was a matter of 

14 congressional interest? 

15 A I don’t recall specifically whether it was the 

16 end of January or early February, but it was around that 

17 time. 

18 Q Do you recall becoming aware that sometime in 

19 January Senator D’ Amato had taken the floor of the Senate 

20 and had a countdown calendar where he was counting down the 

21 days that were left until the statute of limitations had 

22 run? 
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1 A I recall that. I don’t recall — again, I don’t 

2 recall whether it was during late January or early 

3 February, but it was around that time. 

4 Q Do you recall how you became aware of this, that 

5 the statute of limitations was an issue? 

6 A I don’t. 

7 Q Do you recall receiving a copy of a letter that 

8 had been sent from Senator D’Amato to Mr. Altman with 

9 respect to this? 

10 A I don’t recall. I mean, if you show me the 

11 letter, it might refresh my recollection but as 1 sit here 

12 today, I don’t recall. 

13 Q I’d like to show you X1264 and 1265. 

14 (Witness reviewed document.) 

15 Having shown you that letter, which is - I’ve 

16 already given the number to the stenographer - does that 

17 help you to recall when you might have become aware of the 

18 statute of limitations issue? 

19 A It may well have been around this time. I don’t 

20 recall specifically receiving a copy of this letter. I 

21 probably did, but as I said, it was probably late January 

22 or early February. 
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1 Q And I would tell you, Mr. Altman, that this 

2 letter has been supplied by the White House ~ 

3 MR. BENNETT: This is Mr. Ickes. 

4 BY MR. CODINHA: 

5 Q I’m sorry, Mr. Ickes. I was reading the 

6 address. I apologize. 

7 Mr. Ickes, we have received this from the White 

8 House and we have been informed that it came from your 

9 files at the White House. Is that useful in knowing 

10 whether you received a copy of the letter? 

11 A It is. I don’t know when I received it but it is 

12 useful in knowing whether I received it. 

13 Q If you received a copy of this letter, would you 

14 have read it? 

15 A I probably would have read it, yes. 

16 Q Do you recall that the subject matter of this 

17 letter became a matter that was discussed by the Whitewater 

18 response group? 

19 A I don’t recall it specifically, no. And I point 

20 out to you, as I testified earlier, that the Whitewater 

21 response team on that date would have been meeting on a 

22 much less frequent basis than during the first two weeks or 
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1 10 days of January. 

2 Q I think by this time — "this time" being January 

3 25 or shortly thereafter - you indicated the group was 

4 being two or three times a week rather than twice a day. 

5 Would that be accurate? 

6 A Again, I don’t want to pin it to a specific 

7 number, but it was certainly no more than several times a 

8 week, two or three is probably an accurate 

9 characterization. 

10 MR. BENNETT: Harold, you’ve got to keep your 

11 voice up. 

12 THE WITNESS: I’m sorry. 

13 MR. BENNETT: This lady’s got to hear it. 

14 BY MR. CODINHA: 

15 Q When you read this letter, did you consider the 

16 information contained in it was important information for 

17 you to know as you were working on your job dealing with 

18 the press on Whitewater? 

19 A If it was a matter of press inquiry, certainly. 

20 Q But did you think that when you read this letter, 

21 this was something that you cared about? 

22 A I thought it was something I should know about. 
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1 Q How did you attempt to know something about it, 

2 if you did? 

3 A I probably asked others in the White House. I 

4 may have asked counsel’s office. I may have asked other 

5 people in the White House. 

6 MR. BENNETT: Just so the record is clear, you 

7 said when you read it, and I don’t think he testified that 

8 he read it. 

9 MR. CODINHA: I believe what he said -- and the 

10 record will state this — I believe he said since it was in 

11 his files, he believed he had read it. 

12 THE WITNESS: That’s accurate but as I testified 

13 before, I don’t recall when I received it. 

14 BY MR. CODINHA: 

15 Q I understand that. Is there any reason to 

16 believe that you wouldn’t have received it on or about the 

17 time that is recorded on the letter or on the fax times 

1 8 that are recorded at the top of the letter? 

19 A I have no belief as to when I received it. 

20 Q Would there be any ~ does this letter contain 

21 the sort of information that it would be important for you 

22 to know to be able to do your job correctly as the 
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1 coordinator of information dealing with the press on 

2 Whitewater? 

3 A Certainly if there were press inquiries about it, 

4 it would be important. 

5 Q Does the fact that Senator D’ Amato is sending 

6 this letter to Mr. Altman suggest to you that there would 

7 be press inquiries about it? 

8 A Probably. Not necessarily so, but probably. 

9 Q What information do you recall — strike that. 

10 Do you recall whether you asked White House 

11 counsel’s office about information so you can respond to 

12 what was contained in this matter? 

13 A I don’t recall specifically whether it was White 

14 House. 

15 Q Do you recall asking anyone for information so 

16 you could respond to what was contained in that letter? 

17 A As I sit here today, no. 

18 Q Does it make sense to you that when you became 

19 aware of that letter, you would have asked someone for 

20 information? 

21 A It makes sense. 

22 Q Who would be the people or persons to whom you 
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would turn to get information about that? 

A I don’t have any specific recollection of who I 
would have. There were a number of people who may have 
known about it. 

Q Do you believe you would have turned to 
Mr. Nussbaum? 

A I may have. I don’t recall. 

Q Do you believe you would have turned to 
Mr. Eggleston? 

A Again, I may have. I don’t recall. 

Q Do you believe you would have turned to 
Mr. Sloan? 

A Same answer. 

Q Do you believe you would have turned to 
Mr. Lindsey? 

A Same answer. 

Q Do you believe you would have turned to 
Mr. Altman to find information? 

A Possibly. I don’t recall talking to him about it 
in connection with this letter. 

Can I just have a minute? 

(Witness conferred with counsel.) 
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BY MR. CODINHA: 

Q Do you recall learning — strike that. 

Do you recall discussing the matter of the 
statute of limitations as it applied to Madison with 
Ms. Williams? 

A What time period? 

Q In late January of 1994 -- late January or early 
February of 1994. 

A Yes. 

Q When do you recall having that discussion with 
Ms. Williams? 

A Well, I recall Ms. Williams being in a meeting in 
which the statute of limitations was — in which a statute 
of limitations that involved Resolution Trust Corporation 
was discussed and that meeting, as I recall, occurred on 
the 2nd of February 1994. I may have had a discussion with 
them prior to that but I don’t have a specific recollection 
of that. 

Q With respect to the February 2nd meeting, when 
did you first become aware of a meeting that was to occur 
on February 2nd? 

A My recollection is that a day or so — it may 
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have been the day preceding, or it may have been a day or 
so preceding, I have no specific recollection but shortly 
before February 2nd - my recollection is that Mr. Altman 
called me in my office and said that he wanted to have a 
meeting with Mr. McLarty and with me and that he wanted to 
bring his — when I say "his," the Treasury’s general 
counsel to that meeting. 

Q Prior to the telephone call that you received a 
day or two before the February 2nd meeting, did you know 
who Mr. Altman was? 

A I did. 

Q How had you known Mr. Altman? 

A I’d known him casually over a number of years. 

Q Did you know him in New York? 

A I did. 

Q When you came to Washington, did you know him in 
your official role as he held the official role in 
Washington? 

A Yes. 

Q Did you have any interaction with Mr. Altman in 
the month of January 1994 in your professional capacity? 

A Yes. 
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Q And did that relate to Whitewater? 

A Not that I recall. 

Q How many times did you interact with Mr. Altman 
in January in your professional capacity? 

A It was several times a week. As the coordinator 
of the president’s health care initiative, I had — and I 
don’t recall when - but as I recall, it was sometime early 
on in January, I had established several meetings that 
occurred on a regular basis and one of them was a 6:00 
meeting that was supposed to occur every day of the week; 
that is, Monday through Friday. Unless it was canceled by 
me in advance, everybody had their calendars marked about 
it so they wouldn’t have to be notified. Mr. Altman was a 
member of that very small group and he attended it on a 
regular basis so I saw Mr. Altman in that connection as 
well as others, but primarily that was the primary 
connection. 

Q Prior to a day or two before February 2nd when 
you received this call from Mr. Altman, had you had any 
discussions with Mr. Altman on the subject of Whitewater? 

A I don’t recall. I probably did. He was in the 
White House a great deal, both with respect to the meetings 
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that I have discussed as well as other business that he was 
dealing with in the White House. I probably did. I 
couldn’t place a time or date or location on any of this. 

Q When you say you "probably" did, when do you 
recall the first time you would have talked to Mr. Altman 
at the White House about the subject of either Whitewater 
or Madison in January? 

A I have no recollection. There were a lot of 
conversations going on about Madison/Whitewater — 

MR. BENNETT: Keep your voice up. 

THE WITNESS: There were a lot of conversations 
going on in the White House during that period of time, 
primarily because of the intense press scrutiny, so I have 
no recollection of whether I did. As I said, I probably 
did, but I couldn’t give you a time or a date. 

BY MR. CODINHA: 

Q Was Mr. Altman a member of the Whitewater 
response group in the White House? 

A He was not. 

Q Was he invited to participate in that group? 

A He was not. 

Q Did you understand him to be a knowledgeable 
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person about Whitewater or Madison? 

A At that period of time, I don’t think I had any 
knowledge about what he knew or what he didn’t know. 

Q How did it come about that you had discussions in 
January with Mr. Altman about the subject of Whitewater or 
Madison, if you didn’t know he was a knowledgeable person? 

A Corridor discussion, what’s going on, what do you 
think, how do you think it’s playing. 

Q Do you recall those type of conversations 
occurring when you would say to Mr. Altman what’s going on, 
what response did he make? 

A What’s going on in terms of, how do you think 
it’s playing. 

Q And what was Mr. Altman’s response? 

A I don’t recall his specific responses. 

Q Did he indicate to you that it was playing just 
fine? 

A I don’t recall his specific responses. 

Q Do you recall a general response that he was 
satisfied with the way it was playing? 

A I don’t think anybody was satisfied with the way 
it was playing. 
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Q Did Mr. Altman indicate to you that any - strike 

that. 

Did Mr. Altman follow up with you by saying well, 
what do you mean how’s it playing? 

A As I say, first of all, I don’t recall any 
specific conversations. I probably did, and if they were 
the casual what’s going on, how is it playing type, nobody 
was happy with how it was playing. 

Q Do you recall ever discussing with Mr. Altman — 
strike that. 

During this time period, you were having daily 
meetings on health care; is that right? When I say ’’this 
time period," during the month of January 1994? 

A During the month of January, the 6:00 Monday 
through Friday meetings began. I informed the participants 
that they should block their calendars for every day of the 
week and that my office would notify them if I was not 
going to hold such a meeting, but they occurred on a 
regular basis, typically three to four times a week. 

Q And do you recall discussing with Mr. Altman at 
the White House in either corridor meetings or these 
meetings the statute of the limitations as it applied to 
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Madison? 

A I don’t recall -- I don’t think I did. I have no 
specific recollection that I did. 

Q Did it strike you that he would be a person who 
would be particularly well-informed about that subject? 

A Yes, assuming that I knew about that subject, and 
I’m not sure when I came to know about that subject. 

Q As soon as you came to know about the subject, 

Mr. Altman struck you as a person who would be particularly 
well-informed, didn’t he? 

MR. BENNETT: I don’t understand the question. 
I’m sorry. 

BY MR. CODINHA: 

Q Do you understand the question, Mr. Witness? 

A Not really. 

Q You understood Mr. Altman held a particular 
position with the RTC, did you not? 

A At what time period? 

Q In January. 

A I did not. 

Q At some point, did you come to know Mr. Altman 
held a particular position with the RTC? 
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A Yes. 

Q When was that? 

A My best recollection, it was in connection during 
the meeting we’ve talked about before on the 2nd of 
February. 

Q Was that the first time you were aware that 
Mr. Altman held a unique position in the RTC? 

A To the best of my recollection it was, yes. 

Q And what position did you come to understand, in 
that February 2nd meeting, that Mr. Altman held? 

A It was my understanding, based on his 
description, that he was, for lack of a better word, the 
temporary president of RTC and that that position had to be 
filled but by virtue of a statute of the RTC statute, it 
was my understanding that he was either the president or 
the chairman - I forget which - and I also learned or was 
told that there was an oversight board, an RTC oversight 
board of which Secretary Bentsen was chairman, at least 
that’s what I was led to believe. 

Q And you were informed of that at the February 2nd 
meeting? 

A To the best of my recollection, it was the first 
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time I knew about that — his role, his specific role and 
position with respect to RTC. 

Q And it was at that meeting that you also learned 
of the role Secretary Bentsen was playing on the oversight 
board? 

A That’s the best of my recollection. 

Q Now, turning your attention to the telephone call 
that you received from Mr. Altman a day or two before the 
February 2nd meeting, do you know the reason Mr. Altman 
called you? 

A I do not. Let me back up. His stated reason was 
he wanted to have a meeting with me and Mr. McLarty to 
which he was bringing the Treasury’s general counsel. And 
he told me that I should bring whoever else I thought ought 
to come. He did not -- to the best of my recollection, he 
did not tell me what he wanted to discuss. 

Q My question to you earlier was if you know, how 
did he come to call you about the subject of this meeting? 

A You’ll have to ask Mr. Altman. I don’t know. 

Q Have you ever told Mr. Altman that you were the 
White House person who was dealing with Whitewater issues? 

A That was a matter of general knowledge in the 
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1 press as well as otherwise. 

2 Q And my question again to you is, had you ever 

3 told Mr. Altman that you were the person that was dealing 

4 for the White House, coordinating the Whitewater response 

5 group? 

6 A I may well have. I don’t recall a specific 

7 discussion with him. I may well have done so. 

8 Q Was your purpose in informing Mr. Altman so he 

9 would know if any matters came up relating to Whitewater, 

10 they should go through you? 

1 1 MR. BENNETT: If he did that. 

12 BY MR. CODINHA: 

13 Q If you did that. 

14 A If I did that, I don’t recall that as being a 

15 purpose. It was a matter of general knowledge in the press 

16 that I was doing that. 

17 Q Did you routinely tell people that you were 

1 8 talking to, that that was one of the matters that you were 

19 responsible for? 

20 A No. The people asked me what I was responsible 

21 for and members of the press did on regular occasions. I 

22 would respond in the affirmative to that. And as I say, it 
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1 was general knowledge fairly early on that that was one of 

2 my responsibilities and was discussed fairly widely in the 

3 press. 

4 Q Now, in this call that came a day or two before 

5 the February 2nd meeting, how long did that call last? 

6 A I would say less than a minute. 

7 Q When Mr. Altman said he wanted to have a meeting, 

8 did he tell you what the subject matter of the meeting was? 

9 A He did not. To the best of my recollection, he 

10 did not. 

1 1 Q When he told you to - did he ask you if 

12 Mr. McLarty could attend? 

13 A He told me he wanted a meeting with me and 

14 Mr. McLarty. 

15 Q And he told you that the general counsel from the 

16 Treasury was going to attend? 

17 A That’s my best recollection. 

1 8 Q And he told you to bring over whoever else you 

19 thought ought to come; is that right? 

20 A That’s my recollection of the conversation, yes. 

21 Q Who did you tell should come to this meeting? 

22 A I’m not sure about your question. Are you asking 
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me who did I ask to come to the meeting? 

Q Yes, who did you ask to come to the meeting? If 
I was inartful, I apologize. 

A No, I didn’t think you were being inartful. I’m 
trying to get the question. 

Q Who did you ask? 

A Mr. McLarty, and when I was on the phone with 
Mr. McLarty, I told him since Mr. Altman was bringing the 
general counsel to the Treasury, I thought it was to have 
the general counsel of the White House attend and 
Mr. McLarty agreed and he asked me to call Mr. Nussbaum. I 
don’t know whether I called Mr. Nussbaum or whether my 
assistant called Mr. Nussbaum, but as I recall, I undertook 
to call him and notify him of the meeting and asked him to 
be there. 

Q And who else did you suggest attend? 

A To the best of my recollection, those were the 
only people — he was the only other people I suggested 
attend. 

Q And at a later point, did you suggest that other 
people attend? 

A Not to my recollection. I’m not saying I didn’t, 
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but as I sit here today, I don’t recall that I suggested 
others attend. 

Q Where was the meeting to occur? 

A I asked McLarty where he wanted it, and he 
suggested his office. 

Q Mr. McLarty at that point was the chief of staff 
of the White House? 

A He was. 

Q And you were the deputy chief of staff? 

A I was a deputy. 

Q I’m sorry. You did say there was another one. 

And the counsel to the president, Mr. Nussbaum, was being 
asked to attend? 

A He was. 

Q Did Mr. McLarty ask you what this was all about? 

A He may have. I don’t recall whether he did or 
whether he didn’t. I mean, Mr. Altman is a very 
high-ranking member of the federal administration and was 
in fairly regular contact with the White House. Mack 
probably did. I don’t recall that he did. 

Q When you spoke to Mr. Altman a day or two before 
the meeting, the February 2nd meeting, did you ask him what 
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the meeting was going to be about? 

A I don’t recall that I did. He said he wanted a 
meeting. I knew who he was. He was a person who was well 
regarded in the White House, and it was something that I 
would accede to. I don’t think that I asked the nature of 
what he wanted to discuss. 

Q Would it be unusual for you to schedule such a 
meeting without asking the subject matter of the meeting? 

A Not necessarily unusual, but when someone like 
Roger Altman, who is a valued advisor as well as a 
high-ranking official in the Treasury, asks for a meeting, 

I take it seriously. Mr. McLarty, I think, took it 
seriously. He didn’t indicate it would be a prolonged 
meeting and we just set it up. 

Q Did you believe you were going to have to do any 
preparation before the meeting occurred? 

A I didn’t believe I did and I didn’t. 

Q Before you called Mr. Nussbaum to come to the 
meeting, you or, a member of your staff asked Mr. Nussbaum 
to attend the meeting, did you try to advise Mr. Nussbaum 
what the subject matter of the meeting was so he could 
prepare? 
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A Since I didn’t know, I couldn’t do the latter. 

Q Did you consider calling Mr. Altman back before 
the meeting to determine what the subject matter was going 
to be so that you or people you were inviting could 
prepare? 

A I didn’t. 

Q When did the - 

MR. BENNETT: You say the people he was 
inviting. He said he invited Mr. Nussbaum. 

MR. CODINHA: And McLarty. 

MR. BENNETT: And McLarty. 

BY MR. CODINHA: 

Q And when did the meeting occur? 

A It occurred — the date or the time? 

Q You’ve already told me it took place on February 

2nd. 

A That’s the best of my recollection. I think it 
occurred on the 2nd. My recollection is it occurred in the 
late afternoon. 

Q Did you believe that the subject matter of this 
meeting was going to be some Treasury business that was 
going to occur? 
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1 A I don’t recall that I had a belief. 

2 Q Did you wonder about why Mr. Altman told you he 

3 was going to bring the general counsel to the Treasury 

4 along with him? 

5 A I don’t recall. There’s a lot of business that 

6 goes on. I am typically very pressed for time during the 

7 day, and I don’t recall having any questions about it. He 

8 told me he wanted to bring his general counsel. That’s 

9 fine with me. 

10 Q When he told you he was going to bring his 

11 general counsel along, did that make you believe it was 

12 going to be some kind of business that was being discussed? 

13 A When you refer to — when you use the term 

14 "business," I’m not sure what you mean. 

15 Q You said that Mr. Altman was a regular visitor at 

16 the White House, that he was certainly there on health care 

17 matters. I believe you said he was there on Treasury 

18 business ~ 

19 A I don’t know that as a fact. I assume he was 

20 there on Treasury matters. 

21 Q When he came to the White House on health care 

22 matters, did he bring his lawyer along? 
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A He did not. 

Q Did he come — on other matters when you had seen 
him at the White House, did you see his lawyer along? 

A I had no idea who he brought. I saw Roger in the 
hallways on numerous occasions. I don’t know who he 
brought with him nor did I inquire. 

Q Did it cause any curiosity in you when he said he 
was going to bring his general counsel along? 

A No. As I say, it’s typically, mine as well as 
others, a very busy day. He asked for a meeting. I knew 
who he was. I knew that he had confidence in the White 
House and it was a meeting I took to set up pro forma. 

MR. BENNETT: Are you tired? Do you want to 

break? 

THE WITNESS: No, I’m fine. 

BY MR. CODINHA: 

Q When you said you talked to Mr. McLarty and you 
informed him - when you informed Mr. McLarty that 
Mr. Altman was bringing Treasury’s lawyer along, it was you 
who suggested that you have the White House’s lawyer 
present; right? 

MR. BENNETT: Mr. Codinha, he has testified to 
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1 this four times. 

2 MR. CODINHA: Actually, I don’t think it’s four 

3 times. 

4 MR. BENNETT: Four or five times. Can’t we move 

5 that along. 

6 BY MR. CODINHA: 

7 Q With respect to the reason you thought that the 

8 White House’s lawyer should be there, what was in your mind 

9 as to why the White House’s lawyer should be there? 

10 A Because the Treasury’s lawyer was going to be 

1 1 there. 

12 Q Did you believe that business was going to be 

13 discussed that would require the White House’s lawyer to be 

14 there? 

15 A I didn’t have the foggiest idea of what business 

16 was going to be discussed but it struck me if he was 

17 bringing his lawyer, we should have our lawyer. 

18 Q Did you go to the meeting on February 2nd? 

19 A I did. 

20 Q And was it scheduled in your schedule that you 

21 would go to the meeting? 

22 A As I recall, it was. 
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1 Q When you arrived at the meeting, do you recall 

2 where it occurred? 

3 A It occurred in Mr. McLarty’s office around his 

4 conference table. 

5 Q Do you recall who was there when you arrived? 

6 A I don’t recall whether I arrived before anyone 

7 else. I recall that I went into Mr. McLarty’s office, that 

8 Mr. McLarty was there and I may well have met Mr. Altman 

9 and the Treasury’s counsel, who I came to learn was 

10 Ms. Hanson, on the way in. 

1 1 Typically, when people come in from the outside 

12 without a permanent White House pass, which Mr. Altman does 

13 not, I think, have, they are — they wait in the reception 

14 room until they are escorted in. But as I went into his 

15 office, I recall, I think, going in with Mr. Altman and 

16 Ms. Hanson, or who 1 came to learn was Ms. Hanson. I don’t 

17 know whether Mr. Nussbaum was in the office when I walked 

18 in or not. 

19 Q Do you recall that being the first time you ever 

20 met Ms. Hanson? 

21 A Yes, to the best of my recollection, I had never 

22 met her nor did I know who she was. 
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Q Was she introduced to you at that time? 

A She was. 

Q Who else attended the meeting? 

A The best of my recollection, although McLarty was 
in the meeting, he didn’t attend it. It was myself, 

Altman, Hanson, Nussbaum; Neil Eggleston, as I recall, was 
there. It’s my recollection that Ms. Williams attended, 
but I think she came in after the meeting was underway. 
There may have been others. I don’t recall anybody else at 
the meeting. 

Q You expected Mr. Altman to be there. That’s 
correct? 

A Yes. 

Q You expected his general counsel, who it turned 
out was Ms. Hanson, to be there? 

A Yes. 

Q You expected Mr. Nussbaum to be there? 

A I did. 

Q Did you expect that Mr. Eggleston was going to be 
there? 

A I had no expectation of him. 

Q Ms. Williams is not an attorney, is she? 
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A Not to my knowledge. 

Q Do you have any idea, as we sit here today, why 
Ms. Williams was at the meeting? 

A Well, as the meeting unfolded, yes. 

Q And what was her reason for being at the meeting? 

A Well, you’ll have to ask her. 

Q I just asked you if you knew, and I’m now asking 
you what is your understanding of the reason Ms. Williams 
was at the meeting? 

A It was a matter dealing ~ as it turned out, it 
was a matter that Mr. Altman wanted to discuss, and did 
discuss, what I understood to be an inquiry being conducted 
by the RTC general counsel as to whether there was a basis 
for a civil claim against persons or parties involved in 
Whitewater/Madison. And since that was a matter — not 
necessarily that civil claim but since Whitewater/Madison 
was an issue of considerable — still at that time a 
considerable press inquiry, it didn’t surprise me that 
Ms. Williams was there. 

Q Before you walked in to the meeting, you did not 
know what the subject matter of the meeting was going to 
be? 
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A Not to my recollection. 

Q Did anyone else, to your knowledge, know what the 
subject matter of the meeting was going to be before the 
meeting began? 

A Not that I knew of. 

MR. BENNETT: Other than Altman. 

MR. CODINHA: Other than Altman and perhaps 
Hanson. And when I say "anyone," I’m talking about anyone 
from the White House. 

MR. BENNETT: I just want the record to be clear. 

THE WITNESS: That’s how I took your question. 

BY MR. CODINHA: 

Q Do you know who had alerted Ms. Williams that 
Mr. Altman was going to be at the White House? 

A I do not know. 

Q Do you know how Ms. Williams came to be at the 
meeting? 

A I don’t know. 

Q This was a by-invitation-meeting only, wasn’t it? 

A Yes. 

Q And do you know who invited Ms. Williams to 
attend that meeting? 
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A I don’t recall. 

Q Was anyone assigned the task of taking notes at 
the meeting? 

A No. 

Q Did anyone take notes at the meeting? 

A As I recall, people did take notes. 

Q Who do you recall taking notes? 

A I did. I think Eggleston may have and I recall 
Hanson taking notes. I don’t know whether others did or 
not. 

Q As best you can now recall, what occurred at the 
meeting? Who said what to whom? 

A Well, I don’t recall who said what to whom. I 
can convey to you the gist of the meeting, and the gist of 
the meeting, as best I can recall, was Mr. Altman discussed 
the issue of the — what I understood to be an inquiry 
being conducted by the general counsel of RTC as to whether 
or not there was the basis for a civil claim against any 
persons or parties in connection with Madison/Whitewater. 

And it was my understanding, based on his 
description, that there was a statute of limitations with 
respect to any such claims, and that that statute of 
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1 limitations was about to expire. And he raised that issue 

2 and there were a number of questions about it. 

3 I, for one, had little knowledge, if any 

4 knowledge, about the situation. I, among others, asked him 

5 a number of questions about the details of the statute of 

6 limitations and to some extent, the progress of the inquiry 

7 being conducted by the RTC. That was the bulk of the 

8 meeting. 

9 Towards the very latter part of the meeting, he 

10 raised the issue that he said he was considering whether or 

1 1 not to recuse himself in connection with that matter. It 

12 was during that meeting that I, to the best of my 

13 recollection, learned of Mr. Altman’s position with respect 

14 to the RTC. 

15 Q Have you completed your answer? 

16 A Yes. 

17 MR. BENNETT: He has turned over his notes to the 

18 meeting so that may help refresh his recollection if you 

19 think there’s anything more. 

20 BY MR. CODINHA: 

21 Q With respect to Mr. Altman’s statement, did 

22 Mr. Altman begin talking at the meeting? Was he the one 
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1 who began the meeting? 

2 A Yes, he was the one who asked for the meeting. I 

3 was in the dark as to what he wanted to discuss and he 

4 basically opened up the meeting. 

5 Q And did he say I want to discuss the procedures 

6 that the RTC is — words to the effect that I want to 

7 discuss the procedures the RTC is going to follow as they 

8 apply to the statute of limitations? 

9 A I don’t recall exactly what he said. He did - 

10 the gist of what he said is that he wanted to discuss the 

11 inquiry being conducted by the RTC’s general counsel and 

12 the application of the soon-to-expire statute of 

13 limitations to that investigation. 

14 Q If you can recall, what did he say that he wanted 

15 to discuss about the inquiry that was being conducted by 

16 the RTC’s general counsel? 

17 A Would you repeat that. 

18 MR. CODINHA: Would you read it back, please. 

19 (The reporter read the record as requested.) 

20 THE WITNESS: He did not — it’s my recollection 

21 that he did not go into the substance of the inquiry 

22 itself. What he discussed was there was an inquiry 
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1 underway, that it was his view, based on information from 

2 his sources ~ I don’t think he delineated them, but I 

3 assumed one of them was the general counsel of the RTC — 

4 that that investigation was going to take a longer period 

5 of time to conclude and that it might not conclude until 

6 after the expiration of the statute of limitations. 

7 BY MR. CODINHA: 

8 Q Did he indicate the steps that the RTC was taking 

9 in their inquiry to make a determination that - strike 

10 that. 

1 1 Did Mr. Altman discuss the steps that the RTC was 

12 taking to get the information that they would need in order 

13 to make a determination on the statute of limitations. 

14 MR. BENNETT: I’m going to ask, in fairness to 

15 the witness, if what your objective is is to find out what 

16 happened, if you could show him his notes, which were taken 

17 in real time. I mean, if you want an accurate - rather 

18 than him guessing years later. 

19 MR. CODINHA: Years later? 

20 MR. BENNETT: Not years later. Months and 

21 months. The point is the most accurate record is his 

22 contemporaneous notes, so we don’t get into a guessing 
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1 game, I’d ask you to show him his notes. 

2 BY MR. CODINHA: 

3 Q Mr. Ickes, as best you recall, what was said 

4 about that subject? 

5 MR. BENNETT: Go ahead. Guess. Do your best. 

6 THE WITNESS: I think I’ve given you the gist of 

7 it. I can’t recall word for word who said what to whom, 

8 but the gist of it was as I just recounted it. He wanted 

9 to inform us, "us” being people from the White House, as to 

10 the status of that investigation from a procedural time 

1 1 point of view. He did not go into detail — as I recall, 

12 he did not go into any detail about the substance of it. 

13 It was my impression and impression only he didn’t know a 

14 lot about the substance of anything. 

15 The purpose of this meeting and the focus of his 

16 discussion was the relationship of the time that he felt 

17 this investigation might be wrapped up and he said, at 

18 least in so many words, that it was his understanding that 

19 the investigation probably would not be concluded and that 

20 a determination could not be made by the RTC’s general 

21 counsel as to whether there was a basis for a civil claim 

22 until after the expiration of the statute of limitations 
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1 had applied to that particular investigation. 

2 I recall that he said that the statute began 

3 running from the time RTC took over Madison Guaranty. 

4 Again, this is what I recall, and I recall that — all this 

5 was new to irie. I recall his saying that the statute, as 

6 applied to that investigation or at least to that matter, 

7 bringing a civil claim, had been expired, had been renewed 

8 and made retroactive for a five-year period and was about 

9 to expire, I think, the end of March or somewhere along 

10 that line. 

11 BY MR. CODINHA: 

12 Q When you heard Mr. Altman say that the 

13 investigation of the RTC probably couldn’t be concluded to 

14 the satisfaction of the general counsel of the RTC before 

15 the statute had run, had you ever heard that piece of 

16 information before? 

17 A I do not recall. As I said before, this was all 

18 very new to me. I think it was at that meeting that I 

19 first learned of Roger’s relationship to RTC, of Bentsen’s 

20 relationship to RTC, of the RTC oversight board, and I knew 

21 nothing about the structure, and to the best of my 

22 recollection, I don’t think that - I do recall there being 
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1 a D’ Amato countdown, but I certainly didn’t know the 

2 intricacies that he explained that day. 

3 Q With respect to the information that the inquiry 

4 could probably not be wrapped up to the general counsel’s 

5 satisfaction, the inquiry about Madison could not be 

6 wrapped up to the general counsel’s satisfaction before the 

7 statute of limitations ran, as far as you knew, was that 

8 public knowledge when he said it? 

9 A I don’t know whether it was public knowledge or 

10 not. I assumed that it was — when you say "public," did 

11 the public in general, I didn’t think it was. I didn’t 

12 know whether it was, but it was my assumption that this was 

13 information that was not known to the public in general and 

14 probably very few people inside the administration. 

15 Q Did you believe that that piece of information 

16 was known to the parties to the litigation, the other side 

17 of the case, the people not on the government side of 

18 Madison but on the other side of the Madison investigation? 

19 A It wasn’t my impression that there was any 

20 litigation that had been instituted. It was my 

21 understanding what they wanted to do was to preserve the 

22 right to initiate litigation. It was not my understanding 
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1 that there was any litigation underway with respect to this 

2 particular issue. 

3 Q I’m sorry, potential litigation. Was it your 

4 understanding that those people were on the other side of 

5 the potential litigation? 

6 MR. BENNETT: You mean without regard to what 

7 would have been said on the floor of the Senate? 

8 MR. CODINHA: I’m saying that the fact that 

9 Mr. Altman disclosed at this meeting that the RTC general 

10 counsel’s office was not going to be in a position to 

1 1 decide whether or not they had enough information until 

12 after the statute of limitations had run. 

13 MR. BENNETT: I see. I’m sorry. 

14 BY MR. CODINHA: 

15 Q And that’s the focus of my question to you now. 

16 As far as you know, was that information given to 

17 the other side? Had that information been given to the 

1 8 other side, the potential other side. 

19 MR. BENNETT: ’’The other side” being - 

20 MR. CODINHA: Whoever was going to be involved on 

21 the opposite side of the Madison case from the RTC. 

22 THE WITNESS: I had no idea who had been involved 
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1 on the other side. A lot of people have been involved in 

2 Madison and RTC matters. 

3 BY MR. CODINHA: 

4 Q You are an attorney. Although I haven’t seen 

5 your resume, you are an attorney, are you not? 

6 A I am. 

7 Q Do you think the fact of knowing that one side is 

8 not going to be able to have enough information to act 

9 before the statute of limitation runs is an important piece 

10 of information to be conveyed to the other side? 

11 MR. BENNETT: I’m going to object. He’s not here 

12 in his capacity to give you legal opinions, so I’m going to 

13 instruct him to not be opining on what is good lawyering or 

14 not good lawyering. 

15 MR. CODINHA: I’m not asking him to opine other 

16 than what he thought at the time. 

17 MR. BENNETT: I’m going to tell him not to give 

18 his legal opinion or legal judgment. I think we should 

19 focus on section A of the resolution. 

20 BY MR. CODINHA: 

21 Q Did you understand Ms. Williams was the chief of 

22 staff to Hillary Clinton as she sat there in that room? 
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1 A Was she? 

2 Q Did you understand she was? 

3 A I knew she was. 

4 Q Did you understand that she reported to Hillary 

5 Clinton, as chief of staff that she reported directly to 

6 Hillary Clinton? 

7 A That’s my understanding. 

8 Q Was there any suggestion at that meeting that the 

9 information that was being received was being received in 

10 any kind of confidential fashion? 

i 1 A I do not think Mr. Altman referred to 

12 confidentiality during these discussions. 

13 Q Did you understand that it was likely that 

14 Ms. Williams would report the information that she had 

15 determined to her superiors? 

6 A I had no understanding in that regard. 

7 Q Did you understand that she shouldn’t report that 

8 information to her superior? 

9 A I had no understanding in that regard. 

10 Q I think you also said that you had raised a 

11 question during Mr. Altman’s presentation about the 

12 progress of the inquiry that was being conducted by the 
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1 RTC. What do you recall asking Mr. Altman about the 

2 progress of the inquiry that was being conducted by the 

3 RTC? 

4 A As I recall, my questions were procedural and not 

5 substantive. 

6 Q What were the procedural questions you asked? 

7 A I just wanted to get a sense from him as to how 

8 long he thought it was going to take for the general 

9 counsel to wrap up the investigation and to make a 

0 determination — or I guess it was a recommendation. I 

1 think that’s the phrase that Mr. Altman used, that general 

2 counsel would make a recommendation as to what action, if 

3 any, should be taken based on the investigation. 

4 And basically, I was trying to get a sense from 

5 him, because this was pretty new to me, as to his best 

6 estimate of when that investigation would be concluded and 

7 a recommendation could be made because as I understood it, 

8 general counsel made a recommendation and that 

9 recommendation was then moved up the chain in the RTC to 

10 determine whether or not the recommendation would be acted 

11 upon. 

12 Q What did Mr. Altman respond to you about the time 
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1 that it would take the general counsel to make her 

2 recommendation? 

3 A He was imprecise. I don’t think he had a 

4 specific time — the general information from Mr. Altman 

5 was based on what he knew, that it was unlikely that the 

6 investigation could be completed and a recommendation made 

7 by the general counsel prior to the expiration of the 

8 statute of limitations. 

9 Q What did Mr. Altman say as to — I believe you 

10 just said that general counsel would make a recommendation 

11 as to what action would be taken, and it would begin moving 

12 up the line or up the chain. 

13 What did Mr. Altman say was going to be the 

14 movement up the chain? 

15 A I don’t think he went into particular detail. It 

16 was my understanding that the general counsel — again, as 

17 I sit here today, I recall the general gist of Altman’s 

18 presentation was in response to questions, I think probably 

19 more appropriately, that the general counsel did not have 

20 the authority to bring or initiate a civil claim absent 

21 approval by higher authority within the RTC structure. 

22 Q What did Mr. Altman say about that, if you can 
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1 recall? 

2 A I think I’ve given you the gist, and I can’t 

3 recall his exact words, but that’s certainly the gist, as I 

4 recall it. 

5 Q And when he said that, was there inquiry about 

6 who was further up the chain who would be making that 

7 decision? 

8 A I recall the name of a guy by the name of Jack 

9 Ryan. I don’t know what position or title he held. I came 

10 away with the impression that he was certainly above the 

11 general counsel’s office, and ultimately, I think it would 

12 come up to Mr. Altman who was then acting president or 

13 chairman, whatever his title was, of the RTC, by virtue of 

14 the RTC statute. 

15 Q As you recall, is that what Mr. Altman said at 

16 the meeting? 

17 A That was the gist of what he said. 

18 Q Do you recall Mr. Altman told you at the meeting 

19 the name of the general counsel? 

20 A I think it was Mr. Altman. I know her name was 

21 raised by either Altman or somebody else, and my 

22 recollection is it was a woman by the name of Ellen Kulka, 
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1 K-u-l-k-a, I think. 

2 Q What, if anything, did Mr. Altman say about Ellen 

3 Kulka, other than she was general counsel? 

4 A Basically she was general counsel. 

5 Q What was said about Jack Ryan, if anything, at 

6 that meeting? 

7 A I think Mr. Altman — I’m not sure whether it was 

8 Mr. Altman ~ reference was made that both of them had 

9 worked, I think, previously at the Office of Thrift 

10 Supervision, the agency I had never heard of until that 

1 1 meeting, that Mr. Ryan had worked at the office of OTS and 

12 it was my impression that he was, from a structural and 

13 authoritative point of view, above the general counsel’s 

14 office. 

15 I couldn’t tell you what position he held or what 

16 the relationships were. It was my sense that he was 

17 somewhere between Altman and general counsel, at least with 

18 respect to this investigation and possible determination of 

19 the general counsel. 

20 Q After Mr. Altman talked about that, you said, I 

21 believe Mr. Altman said he was considering recusal and that 

22 was the first time you learned of Mr. Altman’s position 
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1 within the RTC. What did Mr. Altman say about recusal? 

2 A The gist of what he said, and this came towards 

3 the very latter part of the meeting and was — I think the 

4 bulk of the meeting was taken up with his presentation and 

5 our questions and his answers and discussion about the 

6 investigation and its relationship to the statute of 

7 limitations. 

8 Towards the latter part of the meeting he brought 

9 up that he was considering recusing himself in connection 

10 with this matter and as I recall, it was because he, as the 

1 1 acting chairman or the president, would ultimately have to 

12 determine whether or not to implement a recommendation, if 

13 any, made by the general counsel’s office with respect to 

14 this investigation. 

15 Q Did he go on to explain at that time what he 

16 thought the reasons for recusing himself were? 

17 A There were questions along that line, both from 

18 myself, Mr. Nussbaum and I think others to determine the 

19 basis and as I recall, the gist of his basis was that he 

20 was -- had a long and well-known friendship with the 

21 president and that he was considering recusing himself to 

22 eliminate any possible conflict or appearance of conflict. 
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1 Q Do you recall Mr. Altman reading his position 

2 from talking points? 

3 A Position with respect to what? 

4 Q With respect to what he was telling you. Do you 

5 recall him using talking points at that meeting? 

6 A Telling us in general or telling us with respect 

7 to recusal? 

8 Q Either one. 

9 A I recall that he had a sheet of paper in front of 

10 him. He appeared from time to time to be looking at it 

1 1 during his presentations. He sometimes referred to his 

12 general counsel as well. I don’t know whether anything was 

13 typed or written on a piece of paper. I couldn’t see it 

14 from that perspective, but I assume he was because he 

15 seemed to refer to it from time to time. 

16 Q With respect to your questioning of Mr. Altman 

17 about why he felt he should recuse himself, what did you 

18 say, if you can recall? 

19 A The gist of what I said was Roger, why do you 

20 think you should recuse yourself, and the gist of his 

21 answer is what I recall what I related to you earlier. 

22 Q That he had a long and well-known friendship with 
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1 the president and Mrs. Clinton? 

2 A And Mrs. Clinton, and he was considering recusing 

3 himself in order to avoid either conflict or the appearance 

4 of conflict. 

5 Q Do you recall him saying that when he spoke to 

6 you, not that he was considering recusing himself but that 

7 he had decided to recuse himself? 

8 A I do not recall him saying that. 

9 Q I’d like to show you Exhibit T153, which is 

10 labeled "Talking points for Roger Altman, informational 

1 1 meeting with Mack McLarty, 2/2/94," and I’d like you to 

12 read the last bullet. You can read the whole thing but I’m 

13 going to ask you about the last bullet. 

14 MR. BENNETT: Why don’t you read the first bullet 

15 and the last bullet. 

16 THE WITNESS: This is the first time I’ve seen 

17 this to the best of my recollection. The caption is as you 

18 have described. The first bullet is "RTC has been 

19 requested by eight Republican senators and Congressman 

20 including Dole and Michel to seek tolling agreements from 

21 president and Mrs. Clinton, McDougal, David Hale, Jim Guy 

22 Tucker, Seth Ward related to Madison Guaranty" - 
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1 MR. BENNETT: Since you had asked about the other 

2 side, I thought you might want that on the record. 

3 THE WITNESS: The last bullet, "I have decided I 

4 will recuse myself from the decisionmaking process as 

5 interim CEO of the RTC because of my relationship with the 

6 president and Mrs. Clinton." 

7 BY MR. CODINHA: 

8 Q Having read that, does that refresh your 

9 recollection as to what Mr. Altman said at the meeting? 

0 A It does not. 

1 Q What do you recall Mr. Nussbaum saying to 

2 Mr. Altman with respect to recusal, if anything? 

3 A The gist was why do you think you need to recuse 

4 yourself, Roger? I don’t know whether I said it first or 

5 he said it first. The gist of Altman’s response was as 

6 I’ve testified to and the gist of Nussbaum’s response was 

7 that he didn’t see a need for recusal on that basis and 

8 that was basically my response, but that it was up to Roger 

9 to decide whether or not he was going to recuse himself. 

0 That was a thumbnail — that is the gist of what was said 

1 with respect to recusal. 

2 Q Did you see - strike that. 
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1 What, if you can recall, did Ms. Williams say to 

2 Mr. Altman with respect to recusal? 

3 A I don’t recall anything specifically that 

4 Ms. Williams said. I think my recollection is that 

5 virtually everybody around the table was involved in this 

6 discussion and the gist of it was, from anyone who spoke 

7 from the White House, they didn’t necessarily see a basis 

8 for recusing or the necessity of recusing, let’s put it 

9 that way. But it was at bottom, Mr. Altman’s decision 

0 whether or not he should recuse himself. 

1 Q Do you recall Mr. Altman saying at that meeting 

2 that he had been advised by Ms. Hanson who was there with 

3 him, the general counsel to the Treasury, that he should 

4 recuse himself? 

5 A I don’t recall him saying that. 

6 Q Do you recall Mr. Altman saying at that meeting 

7 that he had been advised by the general counsel of the RTC 

8 that he should recuse himself? 

9 A I don’t recall him saying that. 

0 Q Do you recall Mr. Altman saying at the meeting 

1 that he had been advised by Secretary Bentsen of the 

2 Treasury that he should recuse himself? 


2112 


137 

1 A I don’t recall him saying that. 

2 MR. BENNETT: May I see that exhibit? 

3 THE WITNESS: I’m not saying that he didn’t say 

4 that. I don’t recall, as I sit here today, him saying 

5 that. 

6 MR. BENNETT: I would note that that doesn’t 

7 appear to be in his talking points. 

8 MR. CODINHA: No. 

9 BY MR. CODINHA: 

10 Q With respect to — strike that. 

1 1 How long did this entire meeting last? 

12 A I don’t recall. I think not longer than 45 

13 minutes, in that neighborhood. 

14 Q How did the meeting end? 

15 A The meeting ended with - on this subject that 

16 we’ve been discussing with everybody on the White House 

17 side who spoke on it, saying that it was whether Altman 

18 recused himself or not was up to him and as I recall, 

19 Altman saying that he had not made a decision and that he 

20 would be making a decision within the next day or so and 

21 would be getting back to us. I’m not even sure if the "us" 

22 was designated as a particular individual as to his 
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1 decision. 

2 Q When Mr. Nussbaum spoke to Mr. Altman about the 

3 subject of recusal, how was the delivery made to 

4 Mr. Altman? 

5 A In — 

6 Q What was the tone of the delivery? 

7 A In the normal tone that Bernie uses in general 

8 discussions. 

9 Q Did Mr. - 

10 A Nothing out of the ordinary. 

1 1 MR. BENNETT: Describe to him what Mr. Nussbaum ’s 

12 normal tone is. 

13 THE WITNESS: Well, Mr. Nussbaum, in my 

14 experience, is — I guess I would characterize him as a 

15 passionate advocate. He urges his beliefs in a fairly 

16 assertive way, but that’s just his general nature. 

17 MR. BENNETT: I didn’t want two ships passing in 

18 the night. 

19 THE WITNESS: There’s nothing - Bernie did 

20 not — his attitude and demeanor was no different than if 

21 he were talking to me about just matters in general. There 

22 was nothing out of the ordinary for him. 
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BY MR. CODINHA: 

Q And it was Mr. Nussbaum’ s position, as he 
articulated it, that he didn’t hear any reason from Altman 
why he should recuse himself? 

A As best I can recall, as I have testified before, 

I think both Mr. Nussbaum and I took the position that we 
did not — that the basis which Mr. Altman was advancing 
for recusal, we didn’t see that it necessarily required his 
recusal, but it was his decision to make and his alone to 
make. 

Q Did Mr. Nussbaum raise at that meeting the fact 
that from the White House’s point oJ view, recusal as a 
policy issue would be a bad thing? 

A I don’t recall that, and I don’t see how that 
broad statement could be made since these things, it seems 
to me — I’m no expert in conflict of interest and recusal, 
but it seems to me, based on my limited knowledge, they 
have to be made on a case-by-case basis. I do think that 
there was discussion that if everybody who had a friendship 
with the president were to recuse themselves, there’d be a 
lot of recusals, but again, it was emphasized clearly by 
everybody at the table that it was up to Mr. Altman to make 
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that determination himself. 

Q Do you recall, in the context of Mr. Altman 
saying that he was considering recusing himself, who 
Mr. Altman would say — who Mr. Altman said would be in the 
decisionmaking process at the RTC as it related to Madison? 

A Again, I don’t have a — my general recollection 
on this is I think that Jack Ryan would succeed him. I 
don’t know whether as interim CEO, but it was my 
impression, at least that Jack Ryan, rather than Roger 
Altman, would be making the final decision on whether or 
not to implement any determination or recommendation by the 
RTC’s general counsel. 

Q Do you recall Mr. Altman making a statement at 
that meeting or making a statement, words to the effect 
that it didn’t matter whether he recused himself anyway 
because he had already ceded the decision on Madison to 
lower level people at the RTC? 

A I don’t recall him saying that. 

Q Is that something you would have recalled if he 
had said it? 

A What I do recall Mr. Altman saying is that he 
fully expected to follow the recommendation of the RTC’s 
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1 general counsel. 

2 Q In this case, Ms. Kulka? 

3 A Yes, with respect to this matter. 

4 Q Do you recall at that meeting Mr. Nussbaum 

5 indicating that he knew Ms. Kulka or knew of Ms. Kulka or 

6 knew Mr. Ryan or knew of Mr. Ryan? 

7 A I recall that Mr. Nussbaum indicated he had known 

8 of each prior to this meeting. 

9 Q What do you recall Mr. Nussbaum indicating at 

10 that - strike that. 

1 1 What do you recall Mr. Nussbaum saying at that 

12 meeting about what he knew about Ms. Kulka? 

13 A It was unclear to me. It was my impression, 

14 based on Mr. Nussbaum’ s remarks, that he had dealt with 

15 Ms. Kulka in connection with a prior litigation or matter 

16 that I think he had held — he had been handling in private 

17 practice before joining the White House. She had been with 

18 the Office of Thrift Supervision, as I recall, when he was 

19 handling that matter. 

20 Q And what did Mr. Nussbaum, as best you can 

21 recall, say about Ms. Kulka, as she had been a lawyer for 

22 the Office of Thrift Supervision in the case that he had 
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1 dealt with her before? 

2 A As I recall, I think Mr. Nussbaum had some 

3 question. He didn’t raise this to a high level, that I 

4 recall but he had some question about her judgment and 

5 impartiality. 

6 Q Did he say — when you say he had some question 

7 about her judgment and impartiality, what did he say about 

8 Ms. Kulka’s judgment and impartiality? 

9 A All I can recall is that he had some question 

10 about it. I don’t recall anything else. 

1 1 Q When you say question about her judgment, was it 

12 a suggestion that he had a problem with Ms. Kulka’s 

13 judgment? 

14 A I think it’s fair to say, as I recall, that he 

15 questioned her judgment. 

16 Q And in terms of impartiality, would you 

17 explain — as you understood it, what was the question 

18 about her impartiality? 

19 A It was my impression that he had a question about 

20 her impartiality as a result of his relationship to her in 

21 the - it was either litigation or case that I think he was 

22 handling in connection with the Office of Thrift 
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1 Supervision when he was in private practice. I don’t 

2 recall the details, whether he spelled out details or if he 

3 did, what they were. 

4 Q Do you recall him talking about the Kaye, Scholer 

5 case and how the Office of Thrift Supervision had been 

6 unfair in the dealings? 

7 A I remember -- yes, you now have refreshed my 

8 memory. I think he did mention — I recall Bemie did 

9 represent Kaye, Scholer. I don’t know in what connection 

10 but as you recall, he did raise Kaye, Scholer’s name, a law 

11 firm in New York, in that discussion. 

12 Q And did he say that the Office of Thrift 

13 Supervision had treated Kaye, Scholer unfairly and had 

14 brought Kay, Scholer to their knees by the methods they had 

15 employed in that litigation? 

16 A I don’t recall the details of the discussion. 

17 Again, I recall his mentioning of Kaye, Scholer and I think 

18 it was in regard to his questioning Ms. Kulka’s, as I 

19 recall, both judgment and impartiality. 

20 Q Did you see Mr. Nussbaum have a visceral 

21 reaction, a reaction you could see when the name Ellen 

22 Kulka was mentioned as being the person who was going to be 
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1 in charge of the decisionmaking process as it related to 

2 Madison? 

3 A Well, he certainly raised a question and if you 

4 know Mr. Nussbaum, as I said, he’s passionate in his 

5 presentations, but I want to emphasize he was no more 

6 passionate in this discussion than he is in any number of 

7 other situations. 

8 Q But he was as passionate in this one as he is in 

9 any other number of ones? 

10 A He was, but Bernie can get passionate about what 

1 1 he chooses off the menu. 

12 Q Was it your understanding that Mr. Nussbaum was 

13 particularly passionate about the issue of how the Office 

14 of Thrift Services had dealt with Kaye, Scholer whom he had 

15 represented? 

16 A I was under the distinct impression that he was 

17 unhappy about it. 

18 Q Did he talk about - strike that. Let me go back 

19 to the meeting. 

20 When the meeting ended, what did you do after the 

21 meeting as it related to Whitewater or Madison, not did you 

22 go home for dinner? 
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A I got up and walked out. 

Q Did any group of people — strike that. 

Did Mr. Altman and Ms. Hanson leave the meeting? 

A Yes. The meeting was over, and as I say, there 
is a great deal of business. When I left, they left. 

Mr. McLarty was not around. He did not participate in the 
meeting and we just dispersed. I don’t recall any 
postmeeting among either White House people or with Altman 
or Ryan - I’m sorry, or Hanson. 

Q Did any group of people remain after the meeting 
to discuss the events of the meeting, if you can recall? 

A Not that I recall. I think that we all had other 
things to go and do, probably running behind time. 

Q Do you recall at the meeting there being a 
question raised by Mr. Nussbaum about how Ms. Kulka had 
gotten her position at RTC? 

A I don’t know whether Nussbaum raised it or not. 

It’s my best recollection that there was some discussion of 
that. And my recollection is that Altman had either 
recommended her or had approved her. It was something in 
connection with his acting status, for lack of a better 
word, as head of the RTC that he had been involved in her 
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selection and at the very least had approved her 
selection. But again, it was not a focus of the meeting 
that I recall. This is just my recollection of my 
impression of that. 

Q Of the people who spoke from the White House at 
the meeting, did anyone suggest that Mr. Altman should 
recuse himself? 

A I don’t recall anyone saying that he should. I 
recall, as I’ve testified before, that at least Bernie 
Nussbaum and I questioned whether he needed to, but all 
concerned who spoke on the subject said — made it very 
clear that it was up to Roger Altman to make that 
decision. 

(Pause.) 

Q Mr. Ickes, it’s my practice, after there’s been 
some form of break, to ask you whether there’s anything 
you’d like to add to the record, expand on the record or 
make any correction to the record as you sit here now. 

A No. 

Q I’d like to now turn your attention to — 
following the meeting of February 2nd, did you inform your 
chief of staff, Mr. McLarty, of what had occurred at the 
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meeting? 

A I don’t recall any specific conversation with 
him, as I sit here today, but I’m confident that I did. 

Q Do you recall whether you reported what you had 
learned of the meeting to the President of the United 
States? 

MR. BENNETT: I think that’s a fair question. 

THE WITNESS: I wouldn’t use the word 
"reported. 1 ' I recall having a discussion with him, or 
during a discussion with him on other matters, informing 
him about the substance of the conversation. I don’t 
recall when that occurred, whether it occurred shortly 
after or a number of days or even weeks after, but I recall 
informing him of the gist of what had occurred. 

BY MR. CODINHA: 

Q Do you recall ~ did you have occasion to brief 
the First Lady of the United States about the subject 
matter of the meeting? 

A Again, I wouldn’t use the word "brief." I recall 
informing her of the gist of the meeting. Again, I don’t 
know of when or where. 

Q Following the February 2nd meeting, did you come 
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to have another meeting with Mr. Altman shortly thereafter? 

A On this matter? 

Q On this matter. 

A The answer is yes. 

Q And when did that meeting occur? 

A It occurred, as I recall, within a day or so 
following the meeting that we’ve discussed. 

Q What were the circumstances under which you met 
with Mr. Altman? 

A My best recollection is that it was in the west 
wing, and I recall it being on the second floor, which is 
the top floor of the west wing, and my best recollection is 
it took place in the late afternoon, I think, in connection 
with one of the 6:00 health care meetings. 

Q Was this a meeting in which anything related to 
Whitewater was discussed, Whitewater, Madison or 
Mr. Altman’s recusal issue? 

A Not that I recall. I think it was as we were 
about to go in — my best recollection is it was as we were 
about to begin or to go into one of the regular 6:00 health 
care meetings. 

Q And what was discussed at that time — strike 
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that. 

Who was present? 

A I think that myself, Maggie Williams and Roger 
Altman were present, and I think the discussion occurred 
either in the hallway outside of Maggie’s west wing office 
or inside her west wing office. I don’t recall where. 

Q And what do you recall the discussion being? Who 
said what to whom? 

A I don’t recall the exact words of who said what 
to whom. The gist of it was — and it was a very short, in 
my recollection, less than a minute conversation in which 
Mr. Altman informed me and if Ms. Williams was there, 
informed her that he had decided not to recuse himself. 

Q What response did you make to that, if any? 

A Other than I’ve heard you, I don’t think any. 

Q And what response did Ms. Williams make to that, 
if any? 

A I don’t recall her making any response, but I 
don’t recall what response, if any, she made. 

Q What do you recall happening next after that 
meeting? 

A My recollection is that we proceeded with a 
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meeting on health care in Maggie’s office. 

Q Do you recall Ms. Hanson coming to that second 
meeting? When I say the "second meeting," I mean the 
meeting on February 3rd. 

A It was either February 3rd or in that time 
period. I recall seeing Ms. Hanson either in the hallway 
outside of Ms. Williams’s second floor or west wing office 
or in her office, and I recall that being on the same day 
that Altman told me and Maggie that he had decided not to 
recuse himself. I recall seeing Ms. Hanson in the office, 
however, earlier than when Mr. Altman told us about his 
nonrecusal. 

Q So you saw Ms. Hanson first and it was after that 
you saw Mr. Altman? 

A I’m giving you my best recollection. My 
recollection is I saw Ms. Hanson in there around noon or 
shortly afternoon, and I recall Roger informing us of his 
decision not to recuse himself late in the afternoon. 

Q Do you recall having a conversation with 
Ms. Hanson when you saw her in the west wing? 

A I do. 

Q And what do you recall saying to Ms. Hanson and 


2119 


151 

1 what do you recall she said to you? 

2 A Hello. Nice to see you. Good-bye. 

3 Q Let me just ask you now, do you recall whether 

4 this meeting between you, Ms. Williams and Mr. Altman may 

5 have occurred around lunchtime? 

6 A It could have. I’m just giving you my best 

7 recollection, but I’m not saying it didn’t. 

8 Q Do you recall that Mr. Altman - that it wasn’t a 

9 sit-down meeting, it was a meeting where people were 

10 conversing standing up? 

11 A I recall that the three of us were conversing 

12 standing up. 

13 Q That everybody was standing up and conversing? 

14 A Yes. 

15 Q Do you recall being notified by Ms. Williams in 

16 advance of that meeting that Mr. Altman wanted to come over 

17 and tell you something? 

18 A She may well have. I don’t recall. 

19 Q Do you recall whether Ms. Williams asked you to 

20 come up to her second floor west wing office to be there 

21 for this Altman meeting? 

22 A She could have. I don’t recall it. 
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1 Q Do you recall that when you saw Ms. Hanson, 

2 Ms. Williams was still present? 

3 A Yes, she was. 

4 Q Do you recall when you talked to Ms. Hanson, you 

5 had some discussion about Mr. Altman’s recusal decision? 

6 A I don’t recall it. You know, we could have. My 

7 recollection is as I’ve testified before. I didn’t know 

8 Ms. Hanson other than meeting her at the February 2nd 

9 meeting, and my recollection is that I literally said 

10 hello, nice to see you, good-bye. It was a 30-second 

11 meeting, if you can characterize that as a meeting. 

12 Q Do you recall that when Ms. Hanson came, 

13 Mr. Altman had already left? 

14 A As I said, it is my best recollection - I’m not 

15 saying that it could not have occurred otherwise — it’s my 

16 best recollection that I saw and said hello, nice to see 

17 you, good-bye, to Ms. Hanson sometime noon or shortly after 

18 noon that day and that the meeting that I described to you 

19 with Mr. Altman and Maggie Williams occurred late 
? -0 afternoon. I’m not saying it could not have occurred 
ll otherwise, but that’s my best recollection. 

-2 Q Do you recall asking Ms. Hanson when you saw her 
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1 who else knew about Mr. Altman’s consideration that he 

2 might or might not recuse himself? 

3 A I don’t recall discussing with Ms. Hanson at all 

4 the recusal situation. 

5 Q Do you recall saying to Ms. Hanson it will look 

6 bad if people know that Altman was considering recusing 

7 himself? 

8 A Same answer as before. The answer is I have no 

9 recollection of that. 

10 Q Do you recall telling Ms. Hanson it would be 

1 1 better if no one knew that Altman was considering recusing 

12 himself? 

13 A Same answer as before. 

14 Q Do you recall Ms. Hanson saying words to the 

15 effect that if anybody asked her, she was just going to say 

16 that he had decided to recuse himself? 

17 A Same answer as before. I have no recollection 

18 whatsoever of that. 

19 Q Following your discussion with Mr. Altman, do you 

20 recall discussing his decision not to recuse himself with 

21 anyone else in the White House? 

22 A I don’t recall any specific discussions. I 
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1 undoubtedly did. 

2 Q Do you recall the discussion of Mr. Altman’s 

3 decision — strike that. 

4 Do you recall the matters that Mr. Altman had 

5 discussed at the February 2nd meeting coming up at the 

6 Whitewater response group meetings? 

7 A I don’t recall any specific discussion. There 

8 probably was, but I couldn’t pin the time or date or a 

9 specific meeting. 

10 Q Do you recall whether at some point in February, 

1 1 Mr. Eggleston was asked to prepare a chronology relating to 

12 Whitewater and Madison? 

13 A Whether he was asked by me? 

14 Q Whether he was asked to in general. Did you ever 

15 become aware of that? 

16 A There were discussions about the need to prepare 

17 a chronology, and that was a discussion that was -- 

18 discussion that was an issue that was referred to from time 

19 to time. It was my view that it would be useful to have 

20 such a chronology because it was an ever-expanding group of 

21 dates, people and circumstances. 

22 Q Did you ask Mr. Eggleston to create such a 
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1 chronology? 

2 A I may have. I don’t recall specifically, but I 

3 may have. I recall at the time that ~ or during that 

4 whole period, that it would be a useful document to have so 

5 everybody could have reference to it. 

6 Q Was such a chronology ever prepared, if you know? 

7 A I don’t think that such a chronology was ever 

8 prepared. 

9 Q Do you know a reason why, if you believed one was 

10 necessary, one wasn’t prepared? 

11 A I think it was the press of time and the press of 

12 inquiries from the press in trying to deal with responses, 

13 and the fact that all of us involved in this were 

14 responsible for other areas. I myself was working 

15 basically from 6:30 in the morning until 8:00 or 10:00 at 

16 night, involved in health care and the ’94 elections, and 

17 while I understand this is the focus of your inquiry, and 

18 it was important to the White House, it was not the single 

19 factor that any of us were dealing with. 

20 So I treated it, I think to the press of time 

21 that it was never put together. I’m not sure that one was 

22 never put together ultimately but during the time period 
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1 we’re discussing now, I do not think one was put together. 

2 Q Did you become aware sometime in early to 

3 mid-February that the issue of Mr. Altman’s recusal or 

4 nonrecusal had become moot? 

5 A During what time period? 

6 Q Early to mid-February from, say, the 8th to the 

7 15th time period that the issue of whether he recused 

8 himself or not had become moot? 

9 A I don’t. 

10 Q Do you recall hearing that on or about February 

11 11th that the statute of limitations had been extended for 

12 another few years? 

13 A I recall that, and I don’t recall either the 

14 details or when I learned of it. 

15 Q Was that a subject matter that was discussed by 

16 the Whitewater response team at one of its meetings? 

17 A I’m sure it was. I can’t recall when or where. 

18 And again, I just want to point out by this time, by the 

19 time we’re moving into February, the Whitewater response 

20 team was meeting on an very irregular basis and there was 

21 discussions going on in the White House about whether to 

22 have somebody else basically be responsible for managing 
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the press response to Whitewater other than myself. 

Q Do you recall Roger Altman testifying before the 
Senate Banking Committee on oversight hearings on February 
24th? Do you recall learning of that? 

A Yes. 

Q Prior to that, did you have any conversations 
just prior to that — when I say "just prior," within a few 
days within the February 24th hearings with Mr. Altman? 

A I did. 

Q When do you recall those conversations occurring? 

A I had one conversation. 

Q When do you recall that conversation occurring? 

A It was early evening of the day immediately 
preceding his testimony before Senate Banking. 

Q What was the occasion that you had contact with 
Mr. Altman? 

A He had called me on the telephone. 

Q Were you responding to his call or you just 
answered the phone? 

A Well, my assistant, Janice Enright, forwarded the 
call. I was in Stephanopoulos’s office — George and I are 
in each other’s offices several times a day - and I was in 
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his office and I got a call and his secretary told my 
assistant, Janice Enright, that I had a call and she said 
Roger Altman was on the phone and I said put him through. 

Q When you spoke to Mr. Altman, what did you say to 
him and what did he say to you? 

A The gist of what he said was that he informed me 
that he was going to testify before Senate Banking the next 
day. I knew that already. He said he was considering 
recusing himself. During that - immediately preceding or 
during that appearance before Senate Banking, he wondered 
if I had any thoughts on the subject, said that he was 
going out to a meeting, that he was on his way out to a 
meeting or dinner — I forget which - he expected to be 
back between 8:30, 9:00, I forget the precise time, and he 
asked me if I would call him with any thoughts I had on the 
subject. 

I asked him -- it was a very short telephone 
conversation. I asked him whether there had been any 
change of circumstances following our meeting on 
February 2nd and his subsequent decision not to recuse 
himself. He said that there had been no change of 
circumstances, and I said, offhand, I didn’t see a need for 
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1 him to recuse himself, but I’d think about it and get back 

2 to him. It was a very short phone conversation. 

3 Q Was there any discussion at that meeting — 

4 MR. BENNETT: You mean in that call. 

5 BY MR. CODINHA: 

6 Q I’m sorry, in that call that the statute of 

7 limitations had already been extended on Madison so the 

8 issue of recusal might have been moot? 

9 A There may well have been. It’s unclear to me 

10 when you say the issue would have been "moot." If it had 

1 1 been extended, why would it have been moot? 

12 Q I’m just asking you whether that conversation 

13 took place on the telephone call. 

14 A I don’t think so. I don’t think so but I don’t 

15 recall it. 

16 Q Did you take this call on a speakerphone in 

17 Mr. Stephanopoulos’s office or was it a direct line — 

18 A Direct line. George has two phones in his office 

19 and with several lines on it and as I recall, I was seated 

20 in a chair by his second phone and I took the phone call 

21 there. It was not on a speakerphone. 

22 Q Was Mr. Stephanopoulos in his office? 
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1 A George was there. I was in there talking to him. 

2 Q When you finished the phone call with Mr. Altman, 

3 did you talk to Mr. Stephanopoulos about the telephone call 

4 you just received from Altman? 

5 A I did. 

6 Q What did you tell Mr. Stephanopoulos about the 

7 telephone call? 

8 A I relayed the gist of it, as I’ve stated here. 

9 Q Did Mr. Stephanopoulos have a position about what 

10 you had discussed with Mr. Altman? 

11 A I think his position — as 1 recall, his position 

12 was the same as mine. If there had been no change of 

13 circumstances and neither of us were aware of any change 

14 and Mr. Altman had indicated there had not been any change 

15 in circumstances, he didn’t see the necessity of 

16 Mr. Altman’s recusal, nor did I, but he said look, it’s up 

17 to Roger. It’s his decision to make. 

18 Q Was it your understanding by the time of this 

19 telephone call, which you’ve described as occurring on 

20 February 23rd, that there was increasing press clamor from 

21 Mr. Altman to recuse himself? 

22 A I don’t recall. Again, there’s so much press and 
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so much discussion that a lot of this has really merged. I 
don’t recall the intensity of the press discussion about 
that issue at that time. 

Q Did you watch Mr. Altman testify before the 
Senate Banking Committee by any chance? 

A I did not. It was a typically very busy, long 
day for me and there were a press of other things and I did 
not watch him. 

Q Do you recall a telephone call on or about 
February 25th that was made to Mr. Altman? 

A I do. 

Q In which you participated? 

A In which I participated, yes. 

Q Who made the phone call? 

A It was in George’s office. He placed the call, 

George Stephanopoulos, that is. 

Q Had you planned to make a phone call with 
Mr. Stephanopoulos? 

A No. 

Q What were the circumstances that led up to the 
phone call? 

A I had gone up to see George, as I periodically 

162 

do, or he’s down in my office — 

MR. BENNETT: Keep your voice up. 

THE WITNESS: I’m sorry. He informed me that he 
understood that Altman had had a conversation earlier that 
afternoon with an employee of The New York Times and during 
the course of that conversation, Mr. Altman had told the 
employee of the Times that he was either recusing himself 
or stepping down from the RTC. I forget what technical 
phrase was used. 

And I don’t recall George telling me the basis or 
the source of his information, and I suggested that why 
don’t we call Roger to see what, in fact, he had done 
because there had been some — as I recall, he had not — 
he had not recused himself during the Senate Banking 
hearings and therefore, that information came as a total 
and complete surprise to me and to George. 

BY MR. CODINHA: 

Q When Mr. Stephanopoulos called Mr. Altman, were 
you on a speakerphone? 

A We were. 

Q And what was said — who said what to whom during 
this telephone conversation? 
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1 A Again, I don’t recall the exact conversations, 

2 but the gist of the conversation was, from my end and 

3 George’s end, we’ve heard this, is it true? Altman said 

4 that he had Jiad a conversation earlier that afternoon. I 

5 think our call was late-ish afternoon to Altman. Our call 

6 to Altman was late-ish afternoon, that he had earlier that 

7 afternoon had a telephone call with Howell Rains, who is an 

8 employee of The New York Times. 

9 MR. BENNETT: I’m not sure he would like you to 

10 describe it that way. 

11 THE WITNESS: That’s what I understand. 

12 MR. BENNETT: I’m being silly. Sorry. 

13 THE WITNESS: During the course of the 

14 conversation with Mr. Rains, he, Roger, I think, had been 

15 told by Mr. Rains that Mr. Rains was going to write a very 

16 stiff editorial criticizing Mr. Altman and Mr. Altman — I 

17 don’t know if in response to Mr. Rains’s information, but 

18 during the course of that conversation with Mr. Rains, told 

19 Mr. Rains he was either going to recuse himself or step 

20 down as acting CEO of the RTC. 

21 George and I expressed great surprise and the 

22 great surprise was not that he had recused himself, but the 
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1 manner in which he had recused himself, that he had not 

2 notified anybody in the White House that he was going to do 

3 so, that we thought it would have been useful for us to 

4 know since we were obviously going to be asked questions 

5 about it by the press, and that was basically the gist of 

6 it. 

7 During the course of that conversation, Roger 

8 Altman asked if he should say anything to the president and 

9 I think it was George who suggested you might consider 

10 writing a letter to the president which he subsequently 

1 1 did, but that was the gist of the conversation as best I 

12 recall. It was a fairly short conversation. 

13 BY MR. CODINHA: 

14 Q Were you able to determine from talking to Altman 

15 what new fact he had divined that changed his opinion on 

16 recusal? 

17 A I think it was his discussion with the employee 

18 of The New York Times. 

19 Q The fact that an editorial was going to be 

20 written in The New York Times was the thing that leaned the 

21 balance to recusal? 

22 A I don’t recall the specific discussion. It was 
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my impression that Altman felt that this would be a way to 
blunt criticism, at least from The New York Times. 

Q It would be a way to blunt criticism of Roger 
Altman from The New York Times? 

A He didn’t indicate that. I think he was 
concerned about the administration, criticism of the 
administration. 

Q Did he indicate by saying that he had gotten -- 
by saying he would recuse himself or step down as CEO, that 
he had gotten The New York Times to agree they wouldn’t 
write an editorial piece on this issue? 

A No, he did not. 

MR. BENNETT: Excuse me. Let him finish his 
questions before you answer because she has to get them 
down. 

THE WITNESS: I’m sorry. 

BY MR. CODINHA: 

Q Were you aware before — 

A Am I answering that question? 

MR. BENNETT: You just both can’t talk at once. 

THE WITNESS: I agree with you. I don’t think I 
gave a full answer to the question. Would you mind reading 
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it back to me. 

(The reporter read the record as requested.) 

THE WITNESS: Let me just fill that answer out. 

No, he did not, and in fact, it was my impression 
that the Times was going to write an editorial which they, 
in fact, did. 

BY MR. CODINHA: 

Q Was there any discussion with Mr. Altman or 
criticism of Mr. Altman for recusing himself to The New 
York Times because they were going to write an article? 

A I’m sorry? Say that again. 

Q Was there any discussion with Mr. Altman or 
criticism of Mr. Altman that the reason why apparently he 
was recusing himself was because there was going to be an 
adverse or stiff editorial by The New York Times? 

A Not that I recall. The gist and the thrust of 
the conversation from George Stephanopoulos’s and my end 
was surprise, great surprise at the way he had decided to 
recuse himself, not the fact he had recused himself. I 
don’t think we — I don’t recall any specific discussion 
about The New York Times, per se. 

Q Was anything said in the conversation with 
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Altman, that you were a part of, about the fact that Bill 
Clinton, the President of the United States, was furious 
about Altman’s recusal? 

A I don’t recall that. I myself had not talked to 
the president since between when I first learned of it and 
the phone conversation, which was no more than five 
minutes. I don’t know where the president was that day. I 
did not know whether George had talked to the president 
about it or not, so to the best of my recollection, there 
was no discussion about the president’s state of mind, if 
any, on this subject. 

MR. BENNETT: May I ask, were you limiting the 
question to the president being furious about recusal or 
about the way in which he recused himself? 

MR. CODINHA: Recusal. 

BY MR. CODINHA: 

Q Let me ask the question. Were you aware whether 
the president was furious -- strike that. 

Was anything said to Mr. Altman on the phone that 
the president was furious about the way in which Mr. Altman 
had recused himself? 

A No. As I recall, the most that was said — first 
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of all, I hadn’t talked to the president so I had no reason 
to know what his state of mind would have been or his 
attitude. I don’t recall George telling me anything about 
the president’s attitude, and at most, what I recall him 
saying was we thought the president would be as surprised 
as we were in the way it was done, not the fact that he had 
recused himself. 

And I think it was in response to that that 
Altman said what should I do to discuss this with the 
president, which in my recollection, George suggested he 
might think about writing him a letter. 

Q Do you know who Jay Stephens is? 

A I do now. 

Q Did you know who Jay Stephens was on or about 
February 25, 1994? 

A I don’t recall when I First learned about his 
name and who he was. It was around that time, and it could 
have been shortly before. It could have been on or about 
the 25th. It could have been shortly after. I do not 
recall when I first learned about it. I had never learned 
of him, however, before that time period. 

Q Did you understand at or around this time Jay 
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1 Stephens had been the former United States attorney for the 

2 District of Columbia? 

3 A I learned that. 

4 Q Did you learn at or about this time that he was 

5 one of the U.S. attorneys who had been asked to resign when 

6 President Clinton came in to office? 

7 A It was my understanding that the president had 

8 asked all United States attorneys for their resignation and 

9 he was one of them and he had been bitterly vocal about it 

10 and was considered by many to be a very highly partisan 

1 1 Republican. 

12 Q And an outspoken critic of the administration? 

13 A That’s what I was told. 

14 Q Did you become aware at or about the time of 

15 February 25th that Mr. Stephens had been hired by the 

16 Resolution Trust Corporation to handle the Madison case for 

17 the Resolution Trust Corporation? 

18 A I did come to learn that. I don’t recall when. 

19 It was in this time period. Whether before, on or before 

20 the 25th or after, I don’t recall. But I recall learning 

21 that and I recall learning I think it was his firm — 

22 Madison, Pillsbury — 
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1 Q Pillsbury, Madison? 

2 A Which I gather is headquartered in San Francisco 

3 had been retained through some modified RFP process to 

4 assist the general counsel of RTC in conducting its 

5 investigation that we’ve talked about earlier. 

6 Q What was your source of information on how that 

7 retention had been made? 

8 A I don’t know. It could have been from Altman. 

9 It could have been from people in the White House. It 

10 could have been from the general counsel’s office. I 

1 1 recall getting that information. 

12 Q Did you get it as a request from someone to find 

13 out how that had happened? 

14 A I don’t recall being specifically requested to 

15 find out about it. I think I was curious about it and 

16 wanted to find out about it, how it had happened. 

17 Q Do you recall, in this telephone conversation 

18 that you and Mr. Stephanopoulos had with Mr. Altman, a 

19 discussion about Jay Stephens occurring? 

20 A We could have. As I sit here today, I don’t 

21 remember a specific discussion, but we may well have, 

22 assuming that I knew about it at that time and as I say, I 
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can’t place the exact time I learned about Stephens. 

Q Do you recall there being a discussion with 
Mr. Altman at that time about whether Mr. Stephens could be 
gotten rid of as the lawyer that the RTC had hired to 
handle the case? 

A At that time meaning on the 25th? 

Q In this telephone call. I’m asking specifically 
about the telephone call. 

A I don’t recall that, but as I say, we could have 
discussed Stephens. I don’t recall any discussion about 
getting rid of him. It was my understanding that his firm 
had been retained. But again, I want to make clear to you 
I don’t recall when I learned that information. 

Q Do you remember whether there was any discussion 
with Mr. Altman on the telephone call with you and 
Mr. Stephanopoulos about whether Mr. Stephens or his firm 
could be fired from representing the RTC in representing 
Madison in this case? 

A I do not. I do not recall any discussion about 
that. Again, it was my understanding from the beginning 
that his firm had been retained and it was nailed down. 

Q When you say it was your understanding from the 
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beginning, that his firm had been retained from the 
beginning and it was nailed down, what do you mean by the 
phrase "it was nailed down"? 

A Whatever arrangements had been made, whatever 
factual arrangements had been made between his firm and the 
RTC were in place. 

Q Who told you that? 

A I can’t recall. I really don’t know. 

Q Did you understand there were contractual 
arrangements, there was some kind of written agreement? 

A No, I didn’t understand there was a written 
agreement per se but — that the situation was no longer 
whether RTC was considering retaining him, that the 
retention had been consummated. 

Q Do you recall discussing that subject with 
Mr. Stephanopoulos? 

A I’m sure I did. I don’t recall when, but I’m 
sure did I. 

Q Do you recall Mr. Stephanopoulos being angry 
about the subject that the RTC had retained Jay Stephens, 
an outspoken critic of Mr. Clinton and the White House, to 
investigate the Madison case? 
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A I wouldn’t use the word "angry." I think that 
those of us who were focusing on this, including myself, 
were very concerned because of his highly partisan and 
outspoken and critical attitude towards the administration. 

Q How did you show your concern? 

A I expressed it to George and to others in the 
administration. It was my understanding that there was 
nothing that could be done about it. The firm had been 
retained, and that was it. 

MR. BENNETT: To put that in context, now that 
he’s absolutely furious, he has to spend Sunday here and 
right now he’s absolutely furious. 

BY MR. CODINHA: 

Q What was Mr. Stephanopoulos* s response to the 
fact that Mr. Stephens had been hired? 

A As I’ve testified before, very concerned, as was 
I, very concerned. 

Q How did he manifest his concern? 

A He said he was concerned. 

Q Did he yell? 

A George does not yell. He’s the opposite of 
Bernie. 
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Q Did he throw anything around the room? 

A George Stephanopoulos, that is not his demeanor. 

That is not how he acts. He’s a very low-key, 
even-tempered, calm, cool and collected individual. He 
doesn’t yell and scream and throw things around the room. 

Q Have you seen Mr. Stephanopoulos blow off steam? 

A Yes. I remember he and I walking down 
Independence Avenue in a snowstorm once and we couldn’t get 
a cab, and he was angry we couldn’t get a cab. The fact is 
George was concerned. I was concerned and others were 
concerned, as I said, because of the highly partisan nature 
of Mr. Stephens, at least that’s been described to me and I 
gather was the general understanding among people who knew 
of him or about him. 

Q Did Mr. Stephanopoulos indicate to you that he 
had called, prior to this telephone call or after this 
telephone call, that he had called Josh Steiner at the 
Treasury Department? 

A He did not. I don’t recall him talking to me 
about — let’s back up. Call Josh Steiner about what? 

Q About the subject of both Mr. Altman’s recusal 
and Mr. Stephens’s hiring. 
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1 A I don’t recall George telling me about any 

2 conversation he had had with Steiner on that subject. I 

3 mean, he may well have, but as I sit here today, I don’t 

4 recall. 

5 Q Let me ask you about either one of them. Do you 

6 recall Mr. Stephanopoulos telling you he had called 

7 Mr. Steiner either before or after this Altman telephone 

8 call about the subject of recusal? 

9 A As I’ve testified before, I don’t recall his 

10 telling me the basis of his knowledge about the recusal and 

1 1 therefore, I don’t have a recollection of his telling me 

12 that he had talked to Steiner before he, George and I 

13 called Altman. I’m not saying he didn’t do that. I don’t 

14 have a recollection of it. 

15 Q Did Mr. Stephanopoulos tell you he had, either 

1 6 before or after the telephone call in which he 

17 participated, say that he had called Mr. Steiner about the 

18 subject of Mr. Stephens’s hiring by the RTC? 

19 A I don’t recall his telling me about any 

20 conversation he had with Steiner about Stephens. 

21 Q It has been widely reported in the media that 

22 Mr. Stephanopoulos did have a conversation with Mr. Steiner 
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1 about these subjects and that Mr. Stephanopoulos has said 

2 that he blew off steam or words to that effect in the 

3 media. 

4 Have you had any conversations with 

5 Mr. Stephanopoulos since that time about any conversation 

6 he might have had with Mr. Steiner on these subjects? 

7 A Well, as I recall, it was the subject of a Time 

8 magazine front page, front cover article I think several 

9 weeks — two weeks, three weeks, I don’t recall the exact 

10 date of that, in which the photographs and pictures of the 

1 1 president and Stephanopoulos were on there. George and I 

12 were the subject of or part of the subjects of the articles 

13 about this whole thing. So the answer is yes, I was aware 

14 of that. 

15 Q Did you have conversations with 

16 Mr. Stephanopoulos about that subject? 

17 A I think I recall talking to him, having several 

18 conversations with him about the pending Time magazine 

19 article. 

20 Q And what did Mr. Stephanopoulos tell you about 

21 the conversation? 

22 A I don’t think — I didn’t go into much detail 
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1 about it. I think as I recall, he may have told me that he 

2 talked to Josh Steiner. I didn’t know who Josh -- I knew 

3 who he was, but I don’t think I ever met him, and I don’t 

4 think he — I don’t recall him characterizing his 

5 discussions with Steiner. I think he did tell me he had 

6 raised a concern about Jay Stephens, which was in the 

7 ordinary course as far as we were concerned. We were all 

8 concerned about Stephens. 

9 Q At or around the time of these telephone calls of 

10 February 25th, do you recall there being discussions in the 

1 1 White House about having Jay Stephens or Jay Stephens’s 

12 firm fired? 

13 A Discussions that I was party to? 

14 Q Yes. 

15 A No. 

1 6 Q Were you present when such discussions were had? 

17 A Not that I recall. My very distinct impression 

18 was that his firm had been hired and that they were going 

19 forward. I don’t even know when the firm had been hired. 

20 It was my understanding they had been hired or retained 

21 sometime in the past. There were certainly great 

22 expressions of concern around the White House by a number 
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1 of different people. I don’t recall any specific 

2 discussions about trying to get the firm unretained. 

3 Q Do you recall there being discussions that 

4 someone ought to find out whether it was a done deal in 

5 terms of them being retained or whether it was still in 

6 play and something could be done? 

7 A It was my impression that nothing could be done, 

8 that it was not in play. As I testified before, I’m sure 

9 there were people who raised that as a question. I don’t 

10 remember any specific conversations about it or any 

11 details. I would be surprised if there weren’t such 

12 discussions or at least questions. 

13 Q When you wanted to determine what the process was 

14 for the hiring of Jay Stephens or Jay Stephens’s firm, how 

15 did you attempt to find that information out? 

16 A As I said, I’ve testified to that before. 

17 Q Do you remember what steps you took? 

18 A I think I’ve testified before, I talked to -- I 

19 probably talked to -- I may have talked to Altman although 

20 I don’t recall a specific discussion with Altman. And I 

21 probably talked to either Bemie Nussbaum or other people 

22 in the counsel’s office who may have had more information 
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on that than I, but it was my very distinct impression from 
my inquiries that it was no longer in play, to use your 
phrase, and that his retention or his firm’s retention had 
been consummated and they were going forward with them. 

Q After Mr. Altman testified on February 24th, do 
you recall any occasion on which you reviewed his 
testimony? 

A I think that I was sent a transcript of his 
testimony, and I do not think I read the whole thing. 

Q Do you recall who sent you a transcript of his 
testimony? 

A I don’t. As I recall, I think Neil Eggleston 
from the counsel’s office had been monitoring the hearing. 
He may have sent it to me. It may have been the 
legislative office — our legislative office, which is 
headed by Pat Griffin, who also monitors congressional 
matters that pertain - if the White House has interest in 
and they often get transcripts. It may have been sent down 
as a matter of routine which stuff like that was sent to my 
office. 

Q For what purpose was it sent to your office, if 
you know? 
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A Basically a matter of routine. Griffin knew 
that — and people in his office, the legislative office 
knew that I was particularly involved with 
Madison/Whitewater matters and as a matter of routine they 
would send it down to me. I was also deputy chief of 
staff. They would send a lot of stuff to me. 

Q When you reviewed the testimony — did you review 
any part of the testimony? 

A I think I reviewed a very small part of it. It’s 
my recollection I had already read press accounts of the 
pertinent parts of the testimony and it was a fairly 
lengthy document and given the press of time, I don’t think 
I reviewed it other than maybe looked at the cover page and 
the first few pages. 

Q Did you become aware of meetings at the White 
House that were taking place which related to the accuracy 
of Mr. Altman’s testimony? 

A I have subsequently become aware of those. At 
the time — the answer is I was not aware at the time any 
such meetings, in fact, occurred, assuming that they did 
occur, I was not aware of them. I did become aware that 
Mr. Altman sent two or three or four letters to Senate 
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Banking clarifying certain aspects of his testimony. I 
received copies of those letters. I was not involved in 
the drafting of those letters and I don’t know who was 
involved. I assume Treasury people and Altman, but I don’t 
know who beyond that was involved. 

Q What was the purpose of you receiving copies of 
those letters, if you know? 

A Again, I was very involved in Whitewater, 
although to a much lesser extent during this time period 
and those things routinely came to my office. 

Q Did you read them when they came in? 

A I did. 

Q Did you discuss them with anyone else as to their 
accuracy? 

A I don’t think I did. I assumed that they had 
originated with Altman and Treasury people. 

Q And these letters were on March 2nd, March 3rd, 
March 11th, and March 21st or approximately those dates? 

A Those are your dates. 

Q Did it surprise you when you received these 
letters that this expansion of testimony was requiring a 

letter writing campaign by Mr. Altman? 
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A I wasn’t surprised or unsurprised. It’s not 
unusual sometimes for people to review their testimony and 
make certain clarifications. 

Q When you read the letters — when you read the 
letter of March 2nd, did you read it at or about the time 
it was sent, if you can recall? 

A Probably. 

MR. BENNETT: Don’t guess. Don’t guess. 

THE WITNESS: There’s always some delay when 
stuff circulates through the White House system. I don’t 
know when I received that letter. I recall receiving three 
or four letters. It was my understanding that I received 
all of the letters that was sent out. They were also 
fairly widely reported in the news media, as I recall. 

BY MR. CODINHA: 

Q Do you recall, when you read the letter of March 
2nd of 1994, whether you believed it was accurate when you 
read it? 

A You’d have to let me look at the letter. 

Q I didn’t mean to hold it from you. I’m looking 

at page 336 of the hearing before the Committee on Banking, 
Housing and Urban Affairs, United States Senate, which was 
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held on February 24, 1994 and page 336. 

(Witness conferred with counsel.) 

A What’s your question? 

Q My question is when you read that letter which 
appears on page 336 at or about the time it was sent, did 
you believe it was accurate? 

A Well, I don’t know what was in his knowledge or 
not in his knowledge. I had no reason to believe it was 
not — as I recall, I had no reason to believe it was not 
accurate. 

Q I’d like to turn your attention to page 337, the 
letter of March 3rd, 1994. I’d like you to read that. 

A I had no reason to believe that it was incorrect. 

Q My term actually was whether it was accurate or 

inaccurate. Did you believe it was accurate? 

(Witness conferred with counsel.) 

A I think I’ve testified before that there was no 
discussion, as I recall, no discussion of the substance of 
the civil investigation, and I had no reason to believe 
that that letter was inaccurate. 

Q I’d like to show you the letter on page 338 of 
March 11, 1994. Would you read that. 
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A The March 1 1th letter? 

Q The March 11th letter, yes. 

A I think I’ve testified - my testimony is 
consistent with that letter. I had no reason to believe — 

I think that letter is accurate. 

MR. BENNETT: Harold, keep up your voice, please. 

THE WITNESS: My prior testimony, I think, is 
consistent with that letter. When we discussed the 
meeting - the short meeting that I had, and maybe Maggie 
Williams, with Altman and I had no reason to believe — I 
think that letter is accurate. 

BY MR. CODINHA: 

Q And I’d like to ask you about the letter which 
appears on page 339, the letter of March 21, 1994 and I’d 
ask you the same question. Do you believe that letter is 
accurate? 

MR. BENNETT: When you say "accurate," the 
essence of the letter? 

MR. CODINHA: No, the information contained in 
the letter, is it accurate? 

MR. BENNETT: Do you want us to go line by line, 
because there are things which he could not possibly know 
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about. 

MR. CODINHA: The things that he knows about. 

MR. BENNETT: Things that he knows about, all 

right. 

THE WITNESS: But that doesn’t answer the 
question because my answer would imply that I know about 
everything in this letter, so if you want a line by line, 

I’ll do a line by line. 

MR. BENNETT: No, please don’t do that. Which 
letter are we talking about? 

THE WITNESS: It says here in the March 11, 1994 
for obvious reasons, I’ve been reviewing all of my files 
and other information which possibly could refer to this 
matter. I have no idea whether he was accurate. I have no 
idea whether that’s accurate or not. 

BY MR. CODINHA: 

Q In that same letter, the March 1 1 letter, he says 
at neither meeting, which he’s referring to the meetings 
above, did he seek advice nor was it given. 

Did you think that was accurate, that Mr. Altman 
neither sought advice nor was given advice? 

A You’re looking at the March 1 1th letter? 
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Q I just picked March 1 1th at random, yes. 

A Which meetings — let me see what meetings he’s 
referring to. In my view, that was accurate. He didn’t 
seek advice. He informed us. We informed him. 

Q Did you think he was given advice? 

A No. 

Q You don’t believe that the White House opining 
that they didn’t believe he needed to recuse himself was 
giving him advice? 

A It wasn’t giving him advice. It was a matter of 
opinion, but the critical aspect of that meeting in my view 
was that it was entirely up to him as to whether or not he 
was going to recuse himself. 

Q And in the two previous letters, the letter of 
March 2nd and the letter of March 3rd, where he says in the 
letter of March 2 ”as I indicated, no nonpublic information 
was provided at that meeting on any aspect of the Madison 
Guaranty matter." 

Did you believe that was accurate? 

A I had no reason to believe it was not accurate. 

Q Did you believe that the information that the RTC 
would not be able to prepare the case to the satisfaction 
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of the general counsel at the RTC before the statute of 
limitations would run on the Madison case was a matter of 
public record? 

A I had no reason to believe that it wasn’t. I 
don’t think — I don’t think it was the subject of press 
accounts, but I had no reason to believe it was a 
confidential, nonpublic matter. 

Q Was there any reason you believed that it was 
public? 

A No, but that doesn’t answer the whole question. 

MR. BENNETT: When you say "public," do you mean 
outside of the RTC, if Senator D’Amato had the 
information? 

BY MR. CODINHA: 

Q Mr. Altman is saying in his letter "as I 
indicated, no nonpublic information was provided at that 
meeting on any aspect of the Madison Guaranty matter." 

Now that’s what Mr. Altman is saying, it’s not 
what I’m saying. 

MR. BENNETT: But isn’t Mr. Altman in the best 
position to make that statement. You’re sort of asking my 
client — go ahead. 
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BY MR. CODINHA: 

Q I want to know whether you believed that that 
piece of information, that the RTC’s general counsel would 
not be able to prepare their case, according to Mr. Altman 
before the statute of limitations had run, was a matter of 
public record? 

A Well, I don’t know what you mean by "public 
record." I was not on the impression that this was a 
confidential, secret piece of information. He had already 
shared it with us. 

Q As far as you knew, was that the — as far as you 
knew who knew about that, the people at the White House 
meeting? 

A I didn’t know who knew. 

MR. BENNETT: I don’t think that’s fair because 
it’s in the record that point one of the talking points was 
eight Republican senators wanted a tolling agreement. Why 
would you want a tolling agreement unless there was some 
knowledge outside of RTC on these matters? 

MR. CHERTOFF: Let’s not have the argument 
between counsc 1 . The hour is late. 

BY MR. CODINHA: 
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Q Let me ask the questions. As far as you knew at 
the time that the March 2, 1994 letter was written and you 
reviewed it, and this reflected back on the February 2nd 
meeting, had Mr. Altman announced publicly that he was not 
going to be the one who made the decision as to the Madison 
case? 

A Could you repeat the question. 

MR. CODINHA: Would you read the question back. 

(The reporter read the record as requested.) 

THE WITNESS: I don’t think Mr. Altman — I don’t 
recall Mr. Altman, until February 25th, I don’t recall any 
statement by Mr. Altman that I knew of that he wasn’t going 
to make a decision in the Madison case. What Mr. Altman 
said, as I recall, in the February 2nd meeting was that he 
was going to follow the normal course and that he intended 
to follow the recommendation of the general counsel with 
respect to that investigation and any recommendation 
general counsel might make. 

I didn’t press him on it. I assumed if he 
thought it was a totally unreasonable recommendation, he 
might take a look at it but if it was in the normal course, 
that he intended to follow that recommendation, point one. 
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Point two is — can I see the letter again? 

BY MR. CODINHA: 

Q I think it’s on page 336, 337 or 338. 

A Bear with me a minute. 

Q And this refers to the March 2nd letter. 

A The March 2nd letter? 

Q The March 2nd letter. 

A As I recall, you specifically asked me whether 
the information — 

MR. BENNETT: I don’t think we were talking about 
the March 2nd letter. 

MR. CHERTOFF: I believe it was March 11th. 

BY MR. CODINHA: 

Q No, actually I was asking about March 2nd because 
the phrase I read was "as I indicated, no nonpublic 
information was provided at that meeting on any aspect of 
Madison Guaranty.” 

A Mr. Altman did not say, to the best of my 
recollection, he never ~ he did not say during the course 
of that meeting, or afterwards, to me certainly and not to 
anybody in that meeting, that the information that he was 
providing was confidential or not public or that we could 
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not discuss it with anyone else, so I had no reason to 
believe that it was not — I’m trying not to use too many 
double negatives — I had no reason to believe that it was 
not for public consumption. 

Does that mean we were going to hand it to the 
public? No, but he did not indicate to me or anyone else 
in the meeting or me after that meeting that it was a of 
confidential, nonpublic nature so therefore, I had no 
reason to believe that this letter was other than accurate. 

Q I’d like to turn your attention to Exhibit X -- 

MR. BENNETT: Excuse me. 

(Witness conferred with counsel.) 

BY MR. CODINHA: 

Q I’d like to show you exhibit XI 97 and 198. It’s 
a fax sheet from the Secretary of the Treasury to 
distribution dated 3/4/94, and it contains Mr. Altman’s 
letter of March 3, 1994. I’d like you to focus on the 
cover page, the distribution list, and you are listed as 
one of the people who are on the distribution list. 

Have you had a chance to review it? 

A This is the same letter we’ve been talking about. 

Q But I want to ask you a question about — I’m 
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just directing your attention to the front fax cover page. 

Do you know how the - strike that. 

The people who are listed on that page are 
Dee Dee Myers, Mark Gearan, David Gergen, George 
Stephanopoulos, Harold Ickes and Mack McLarty? 

A Yes. 

Q And do you know how that particular distribution 
list was developed? 

A I don’t. 

Q Did you instruct Mr. Altman those are the people 
who should be contacted? 

A I don’t recall that I did. I’m confident that I 
did not. I have no recollection of talking to him about 
that distribution list. In fact, I don’t recall ever 
seeing it until you’ve shown it to me today. 

Q Do you recall creating a memo on or around March 
1st, which was a confidential memo for the First Lady of 
the United States that dealt with the Resolution Trust 
Corporation? 

A I may have. I don’t recall the specifics. 

Q Do you recall - let me show you XI 202. Does 
that refresh your memory as to whether you created such a 
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1 memorandum? 

2 A It looks as if I may have. I would point out — 

3 it looks like a draft to me for the following reasons. 

4 Typically, memorandum — the final memorandum in the White 

5 House to members of the White House staff and certainly to 

6 the president and first lady typically — not invariably -- 

7 but typically they are printed on White House stationery 

8 that has "the White House" at the top. And typically, when 

9 I send memos, I put my initials, HI, with a circle around 

10 it after my last name and this does not have it which leads 

11 me to believe that may be a draft. I’m not saying this 

12 wasn't sent. It leads me to believe that this was a draft, 

13 not a final. 

14 Q Does that refresh your memory as to whether at 

15 least a draft of such a document was created? 

16 A As I sit here today, I don't recall specifically 

17 creating a draft, but this certainly appears to be a draft. 

18 Q Do you know the purpose, why such a memorandum 

19 would be created? 

20 A Assuming it was created and assuming it was, in 

21 fact, sent to the first lady, I think the purpose was to 

22 inform her about what was stated in the body of the memo. 
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1 Q This memo, as it has been supplied to us, and 

2 you’re looking at 1202 and 1203, indicates that there have 

3 been heavy redactions on this memo, does it not, even on 

4 the first page, it appears that there are redacted items? 

5 A I don’t know how you — I'll take your word for 

6 it. I don't know how you tell that. 

7 Q There’s a paragraph that appears in the middle of 

8 the page and it looks like there's room above it and it 

9 looks like there’s room below it. 

10 A Could be, but it could be a draft that was 

1 1 mistyped. 

12 Q And the top of the page has stamped on it — I’m 

13 sorry, not on your copy — I’ll show you XI 200 and 1201 ~ 

14 MR. BENNETT: I think in fairness to the witness, 

15 though, even though you sort of had a look of disbelief, 

16 the one you showed him doesn’t have the reference redacted 

17 on it whereas the one you’ve just showed him now does. 

18 MR. CODINHA: I agree and that’s why I supplied 

19 another one to him. 

20 BY MR. CODINHA: 

21 Q I’d like to show you X1200 and 1201. And at the 

22 top of XI 200, does that appear to be a redacted version? 
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A It says so at the top. 

MR. BENNETT: Let me, in fairness to you, though, 
point out that page 2, which you hadn’t looked at, of the 
one you gave him does say "redacted" on the top. 

MR. CODINHA: I’m now going to go to page 2 — 

MR. BENNETT: I know, but I didn’t — 

BY MR. CODINHA: 

Q I want you to look now at page 2 — 

A Which exhibit? 

Q You can look at any of them? 

MR. BENNETT: Can we work with the one that says 
redacted on both pages. 

BY MR. CODINHA: 

Q That’s XI 201 and does that indicate it says 
"redacted (25 pages)"? 

A It does. 

Q Does that indicate to you this is a heavily 
redacted document? 

MR. BENNETT: It speaks for itself. 

BY MR. CODINHA: 

Q Do you recall writing 25 pages on the subject of 
the Resolution Trust Corporation to the first lady? 
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A I do not and I doubt that I did. 

Q When you say you doubt that you did, do you 
believe that someone else acting on your instructions wrote 
a 25-page memo? 

A It’s hard for me to tell since you say it’s 
heavily redacted. There’s a blank page, other than the 
word "redacted" and the handwritten page, "(25 pages)." 

MR. BENNETT: Just so it will avoid confusion, 
there could have been attachments or things of that kind. 

I think to imply that he wrote a 25-page memo is not 
accurate. 

THE WITNESS: To further point out, I don’t think 
there’s anything in here in the documents you’ve shown me 
that indicates in one way or the other that I wrote a memo. 

BY MR. CODINHA: 

Q The only thing I would say — does it say on 
XI 200 it is a "memorandum, confidential, to the First Lady 
from Harold Ickes dated March 1, 1994 re: the Resolution 
Trust Corporation." Have I read that correctly? 

MR. BENNETT: His only point - 

MR. CODINHA: No. 

BY MR. CODINHA: 
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Q Have I read that correctly? 

A Yes, you’ve read that, but your reading it 
doesn’t mean anything in the context of which we’re 
discussing it. This memorandum is a transmittal 
memorandum. X001200 is a transmittal memorandum. 

Q How can you tell that? 

A It may not even be a transmittal memorandum. 

Q First of all, how can you determine from looking 
at the page that it’s a transmittal memorandum? 

A You’re exactly right. I can’t. And the only 
reason I said that is because this was attached to it — 

Q This being XI 201 which is redacted 25 pages? 

A Yes. And I assume, and probably incorrectly, 
that this 1201 was attached to 1200. Therefore, I 
concluded it was a transmittal memorandum and I’m in 
error. I don’t know whether it was or wasn’t. 

Q Thank you, sir. 

MR. CODINHA: I think at this time I’ve concluded 
my inquiry. You may inquire, sir. Let’s go off the record 
for a moment. Do we want to take five minutes because we 
have to just shift. 

(Discussion off the record.) 
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(Recess.) 

EXAMINATION 
BY MR. CHERTOFF: 

Q We’re going to proceed. Just to remind you, I’m 
Michael Chertoff. I’m special counsel on the Republican 
side of this inquiry. Sitting next to me is Joe 
Braunreuther, who’s my deputy special counsel. 

Mr. Ickes, have you talked to anybody about the 
contacts with the Treasury issue after March 4th other than 
your attorney? 

A I’m sure I have. I couldn’t tell you who. 

MR. BENNETT: Keep your voice up, Harold. 

BY MR. CHERTOFF: 

Q Other than with members of the press? 

A Primarily with members of the press, but I’m sure 
I’ve talked to others as well. 

Q Have you talked to Ms. Williams about it? 

A I don’t recall talking to her at all about the 
context. 

Q Have you talked to Mr. Stephanopoulos? 

A Probably. 

Q What did you talk to him about? 
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1 A Just about the process that was actually going 

2 forward, how the hearings were going to go forward, if 

3 there were going to be hearings, if so, when. 

4 Q Did you talk about your recollection of the 

5 events that had occurred on February 2nd? 

6 A You’re talking about conversations with him after 

7 March 4th? 

8 Q Correct. 

9 A I don’t recall talking to him after March 4th 

0 about that. I think I talked to him after the February 2nd 

1 meeting. 

2 Q When did you speak to him, after the February 2nd 

3 meeting, about the February 2nd meeting? 

4 A I don’t recall. 

5 Q What did you say to him? 

6 A I don’t recall what I said to him. I probably 

7 related to him what had happened. 

8 Q Was this before Mr. Altman had testified on 

9 February 24th? 

-0 A I think it was. As I say, I don’t recall a 
'1 specific time or date, but I’m fairly confident it occurred 
12 prior to that testimony. 
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1 Q And what was the context in which you related 

2 this thing? 

3 A When you say "context," I’m not sure what you 

4 mean. 

5 Q Was it at a Whitewater response group meeting? 

6 A I don’t recall. As I said before, I don’t recall 

7 when or where the conversation took place. 

8 Q Do you recall anything that he said to you? 

9 A I don’t. 

10 Q Did you talk to Mr. Nussbaum about the February 

11 2nd meeting after March 4th? 

12 A After March 4th? 

13 Q Correct. 

14 MR. BENNETT: What’s March 4th? 

15 MR. CHERTOFF: March 4th was the day that 

16 subpoenas were served or announced by Mr. Fiske. 

17 THE WITNESS: I don’t recall if I did or not. I 

18 don’t recall that I did. I may have, but I don’t recall 

19 that I did. I think any conversation I had with Nussbaum 

20 probably occurred prior to the testimony of Mr. Altman 

21 before Senate Banking. There wasn’t a lot to discuss about 

22 it. 
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1 BY MR. CHERTOFF: 

2 Q What about Mr. Eggleston, did you talk a lot 

3 about it with Mr. Eggleston about the February 2nd meeting 

4 after March 4th? 

5 MR. BENNETT: These are — Counsel, isn’t there a 

6 privilege on some of this stuff? 

7 BY MR. CHERTOFF: 

8 Q Was Mr. Eggleston acting as your personal counsel 

9 in respect to this inquiry? 

10 A As my personal counsel? 

1 1 Q Correct. 

12 A He’s White House counsel. 

13 MR. CHERTOFF: I don’t see the privilege. Are 

14 you asserting the privilege? 

15 MR. BENNETT: We understand the advice of White 

16 House counsel or discussions of White House counsel with 

17 any of the individuals you’re not permitted to go into. 

18 You can take that up with White House counsel. I’m not 

19 going to debate what is or is not privileged but as a 

20 practical matter, I’m going to let him answer at least that 

21 last question. I don’t want to make more of this than it 

22 is. 
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1 BY MR. CHERTOFF: 

2 Q Did you have conversations with Mr. Eggleston 

3 after March 4th concerning the February 2nd meeting? 

4 A I don’t recall that I did. He had participated 

5 in the February 2nd meeting. There wasn’t a lot to discuss 

6 about it. 

7 Q Did you receive any requests from Mr. Fiske not 

8 to discuss the subject matter of your testimony with other 

9 people? 

10 A Whatever he sent me, he sent me. I don’t recall 

1 1 the specifics of it. 

12 Q Do you recall feeling under any obligation or 

13 under any injunction -- I don’t mean legally — but under 

14 any instruction not to talk about the subject matter of 

15 your grand jury testimony with anybody else? 

16 A Instruction from whom? 

17 Q Mr. Fiske. 

18 A Whatever he sent me, he sent me. I don’t recall 

19 the specifics of what he sent me. If you have a specific 

20 document, I’ll be glad to look at it. 

21 Q Putting aside what he sent you, did you feel 

22 yourself restricted in your conversations about the subject 
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matter of your grand jury testimony with anybody else other 
than your counsel? 

A If Mr. Fiske instructed me to that effect, then I 
think I followed those instructions. I don’t recall 
specifically what he instructed. If you have a document, 

I’ll be glad' to look at it. 

Q As you sit here, you don’t recall any restriction 
on your ability to discuss the subject matter of your 
testimony with anybody else other than your attorneys? 

A It was my general practice not to discuss - 

MR. BENNETT: I instructed him not to discuss his 
grand jury testimony with anybody. 

BY MR. CHERTOFF: 

Q Other than your counsel’s instruction, you’re not 
aware of any instruction or request from Mr. Fiske on that 
as you sit here today? 

A As I sit here today, but it was my general 
practice not to have discussions about it. 

(Witness conferred with counsel.) 

Q Your testimony is in 1993, other than for a very 
short period of time at the end of January or beginning of 
February, you were not actually working at the White House; 
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correct? 

A That’s correct. 

Q Were you in touch with White House personnel 
advising then informally about matters? 

A On occasion. 

Q During the year 1993, did you have any 
discussions with anybody at the White House concerning the 
subject of Madison or Whitewater? 

A Not that I recall. In my view, it was a very 
complex matter that was very hard to understand and I 
didn’t have time to follow it closely and I don’t recall 
any specific discussions during 1993 about 
Madison/Whitewater. 

Q You testified on direct examination regarding 
when you first learned or heard of the September 29th, 1993 
meeting between the White House and Treasury. 

Let me ask you, did you learn about that before 
Mr. Altman testified on February 24th. 

MR. BENNETT: I’m sorry, could you go a little 
slower? You speak very fast, Michael. 

MR. CHERTOFF: Not compared to Mr. Nussbaum, but 
let me go slower. 
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MR. BENNETT: I know. 

BY MR. CHERTOFF: 

Q Let me direct your attention to when you first 
learned about the September 29th, 1993 meeting. Did you 
learn about that meeting first in 1994? 

A Yes. I’ve testified when I learned about it and 
I stand by that testimony. 

Q Let me ask you because you were a little 
ambiguous. Did you learn about it before Mr. Altman 
testified on February 24th? 

A About the September ’93 meeting? 

Q Yes. 

A I think there was confusion as to whether it was 
’92 or ’93. It was my recollection it was the ’93 
meeting. 

Q I’m talking about the September ’93 meeting. Did 
you learn about that meeting having occurred before 
Mr. Altman testified on February 24th? 

A I don’t specifically recall. I think I learned 
about it before the late February testimony by Altman, but 
I don’t have a specific recollection. 

Q Did you learn about the October 14th, 1993 
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meeting before Mr. Altman testified on February 24th? 

A Same answer. I recall learning about both of 
those meetings, if not exactly the same time, approximately 
the same time. 

Q Were you surprised when you first learned from 
someone in the White House that there might have been some 
meetings between Treasury and White House personnel which 
Mr. Altman had not reported in his February 24th testimony? 

A I don’t know if I was surprised or not. I don’t 
recall being necessarily surprised. I didn’t watch — as I 
testified, I did not watch those hearings. 

Q Does that help you to recall that you had heard 
of the September and October meetings before someone in the 
White House raised the question of whether it had been 
accurately reported by Mr. Altman in his testimony? 

A There was some question about that. 

MR. BENNETT: In fairness to him, if someone has 
told you that, I’d like you to refresh his recollection. I 
mean, you don’t have to — 

MR. CHERTOFF: I’m just trying to ascertain 
because Mr. Ickes was a little uncertain about when he 
learned it. 
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BY MR. CHERTOFF: 

Q You recall there were questions raised at the 
White House very early March regarding whether Mr. Altman 
had fully disclosed the number of meetings? 

A Yes. 

Q You recall hearing about that? 

A I recall hearing about it and I recall it being 
discussed. I couldn’t give you time, place or date. 

Q At the time you heard about it, were you — were 
you surprised to hear there had been other meetings, or 
were you already aware there had been other meetings? 

A I don’t recall. 

Q Did Beth Nolan participate in the Whitewater 
response group before the February 2nd, 1994 meeting? 

A It’s my recollection that she did. As I’ve 
testified earlier, I don’t think that she was a regular 
participant, but I recall her in some of those earlier 
meetings. 

Q In your capacity, after January 1, 1994, as the 
person who was coordinating this Whitewater response 
effort, did you have occasion to have conversations with 
Mr. David Kendall? 
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A 

Q 

A 

Q 


During what period of time? 

After January 1, 1994. 

I had a number of conversations with Mr. Kendall. 
And you understood Mr. Kendall to be representing 
the president in his personal capacity; correct? 

A That was my understanding. 

Q And did you communicate to Mr. Kendall 
information that you had learned in the course of meetings 
with the Whitewater response group? 

A Yes. 

Q Did he make requests of you? 

A Not that I recall, but there was an exchange of 
information. 

Q Did he ever .attend a meeting of the response 
group? 

A No, I don’t think that Mr. Kendall did. I don’t 
recall his ever attending it. 

Q Did you ever attend a meeting with Mr. Kendall at 
which anybody else ~ did you ever have a face-to-face 
meeting with Mr. Kendall? 

A Did I? 

Q Yes. 
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MR. BENNETT: Does this have to do with 
contacts? 

MR. CHERTOFF: Yes, after January 1, 1994. 

MR. BENNETT: About contacts? 

BY MR. CHERTOFF: 

Q Let me ask you first, did you ever have a 
face-to-face meeting? I’m not asking what the subject 
matter was. I’m asking if you had a meeting face to face. 

A Did I have a meeting with Mr. Kendall, yes. 

Q Face to face after January 1 ? 

A The answer is yes. 

Q Was Mr. Nussbaum ever present during a meeting 
you had with Mr. Kendall after January 1, 1994? 

A Yes. 

Q Was Mr. Lindsey ever present at a meeting you had 
with Mr. Kendall after January 1, 1994? 

A I don’t recall specifically, but I’m pretty sure 
probably, yes. 

Q Was Ms. Williams ever present at a meeting that 
you had with Mr. Kendall after January 1, 1994? 

A Yes. 

Q Did the — 
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A But I want to make clear for the record we’re not 
talking about the same meeting. You’re using the phrase "a 
meeting." 

Q At any meeting. 

A Okay. Fine. 

Q Can you estimate during the month of January how 
many times you would have met with Mr. Kendall in that 
month? 

A In the month of January? 

Q Yes. 

A I can’t give you an accurate estimate. It was a 
number of times. 

Q Did you meet with Mr. Kendall in February of 
1994? 

A Yes. 

Q Now, let me direct your attention to your 
testimony concerning discussions on the issue of Whitewater 
that you had with Mr. Altman. Did all these discussions 
occur on the occasions of having meetings with respect to 
the health care initiative? 

A Let’s go down — the phrase all of these 
discussions, I can’t deal with that. You’ll have to do it 
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1 discussion by discussion. 

2 Q Let me begin with January 1, 1994. During the 

3 month of January, do you recall having had a discussion 

4 with Mr. Altman concerning the subject of Whitewater? 

5 A Not other than what I’ve testified to before. 

6 Q How many times do you recall having discussed the 

7 subject of Whitewater with Mr. Altman in January 1994? 

8 A I don’t have anything to add to my prior 

9 testimony. 

10 Q Were these discussions that you had in the 

11 context of health care meetings, either before meetings or 

12 during breaks in the meetings? 

13 A When you talk about — I’m not sure I testified 

14 that I had any discussions but to the extent I had 

15 discussions, I think they were basically, I think I 

16 testified they were hallway discussions. 

17 Q Can you recall any opinion or view Mr. Altman 

18 expressed to you in January 1994 regarding Whitewater? 

19 A Any opinion? 

20 Q Yes. 

21 A I think that I’ve testified - as I’ve testified 

22 before, the meetings I had with him during that period of 
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1 time, to the best of my recollection, were very short and 

2 basically hallway meetings and how do you think things are 

3 going-type meetings. 

4 Q How did he think things were going? 

5 A As I’ve testified before, no one thought it was 

6 going well. 

7 Q I’m not asking you what everyone thought. I’m 

8 asking you specifically what opinions did Mr. Altman 

9 express regarding how things were going? 

10 A To the extent he expressed an opinion — 

11 MR. BENNETT: Are we talking about the press 

12 reaction? 

13 MR. CHERTOFF: I’m talking about conversations in 

14 January in the hallway with Mr. Altman concerning his view 

15 of how things were going, whatever that view may be. 

16 BY MR. CHERTOFF: 

17 Q What did he say to you? 

18 MR. BENNETT: How things were going from what 

19 perspective? 

20 MR. CHERTOFF: Mr. Bennett, I’m only asking what 

21 Mr. Altman said, whatever he said about Whitewater in any 

22 way, shape or form. 
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1 (Witness conferred with counsel.) 

2 MR. BENNETT: Just limit your remarks to contacts 

3 and go ahead. 

4 MR. CHERTOFF: When you’re giving the witness 

5 that instruction, you’re suggesting to the witness that 

6 some comments by Mr. Altman concerning Whitewater should 

7 not be reported by the witness in January 1994. 

8 MR. BENNETT: I’m not saying that at all. What 

9 I’m saying is I think you should limit it to communications 

10 between officials of the White House and the Department of 

1 1 the Treasury relating to the Whitewater Development 

12 Corporation, the Madison Guaranty Savings & Loan. 

13 MR. CHERTOFF: Let me be clear for the record, 

14 Mr. Bennett. The subject matter is the propriety of those 

15 contacts. The critical issue is the state of mind of 

16 Mr. Altman and the state of mind of Mr. Ickes, particularly 

17 as it bears upon the discussion of February 2. 

18 In order to plumb that state of mind, it’s 

19 important to know what Mr. Altman’s state of opinion was 

20 concerning the Whitewater matter because that might bear on 

21 the issue of recusal, which is, as your client has 

22 testified, he discussed in the contact with a Treasury 
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1 official. I do not believe, therefore, that it is possible 

2 to respond to the question that I’ve posed other than that 

3 to convey anything that Mr. Altman said in January of 1994 

4 about Whitewater. 

5 MR. BENNETT: Can you be specific with your 

6 questions, then? Maybe my problem is the form of your 

7 questions, because what I don’t want is for you to have one 

8 thing in mind and for my client to have another thing in 

9 mind how things are going. 

10 MR. CHERTOFF: I’ll rephrase the question. 

11 MR. BENNETT: And nobody has asked Mr. Ickes what 

12 he thought of the propriety of this anyway, so if that’s 

13 what we’re getting at, why in eight hours don’t we ask the 

14 question? 

15 MR. CHERTOFF: I can only ask the questions that 

16 come to mind. 

17 MR. BENNETT: You ask the questions that come to 

18 mind. 

19 BY MR. CHERTOFF: 

20 Q I’m directing your attention to January 1994, and 

21 I’m directing your attention to hallway discussions you 

22 have testified that you had with Mr. Altman. In those 
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1 discussions, tell us, what did Mr. Altman say concerning 

2 the subject of Whitewater or Madison. 

3 A To the extent that he said anything, it is my 

4 recollection that my discussions with him were how do you 

5 think things are going from public/press point of view and 

6 to the extent that he responded to those questions, it’s my 

7 recollection he did not think things were going 

8 particularly well. 

9 Q Did he express a concern that the degree of 

10 attention the White House had to pay to Whitewater was 

1 1 distracting from the need to focus on other types of 

12 issues? 

13 A I don’t recall him saying that specifically, but 

4 obviously those of us who are involved in this were 

5 concerned about the intensity and the amount of press 

6 inquiries, the intensity of press inquiries and we were 

7 concerned that this would have an effect on the White House 

8 itself and on the president’s agenda. 

9 Q Did you express that view to Mr. Altman? 

:0 A Yes, I did. 

1 Q Did you have any conversations with Maggie 
12 Williams in January 1994 in which she expressed a concern 
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1 that the amount of attention being paid to Whitewater at 

2 the White House was distracting from things the president 

3 wanted to do in other areas? 

4 MR. BENNETT: I’m going to object to that because 

5 that has nothing to do with context and I’m going to 

6 instruct him not to answer. 

7 BY MR. CHERTOFF: 

8 Q Did you express to Ms. Williams the view that the 

9 degree of attention being paid to Whitewater and the White 

0 House was distracting from other issues that should be 

1 pursued by the White House? 

2 MR. BENNETT: Same objection. 

3 MR. CHERTOFF: Just for the record, again, we’re 

4 discussing conversations between people who are 

5 participating in a contact within a period of less than or 

6 approximately a month or less, which goes to the state of 

17 mind of the participants. 

18 MR. BENNETT: I have no objection to you asking 

19 him if he had conversations with Ms. Williams about 

10 contacts with the — if the resolution had been drafted 

11 broader, then I think — but you can’t broaden the 

12 resolution. 
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MR. CHERTOFF: I’m not broadening the 
resolution. I want to make clear the theory under which 
I’m asking the question so if it’s necessary to do this 
again, you’ve had a fair understanding of what my position 
is. 

I’m asking the witness to testify about 
conversations which directly reflect the state of mind of 
participants who within a period of one month or less are 
going to have a discussion with a Treasury official 
concerning the matter of Whitewater. Since the issue is 
not merely whether the contacts occurred but the intent of 
the participants, whether the intent was improper or not, 
knowing what was in their state of mind within the month 
preceding the contact is directly relevant and pertinent to 
the subject matter of the inquiry. 

Now I’m going to ask — 

MR. BENNETT: If I understand, and I’m not sure I 
do, your predicate is you might as well rip up this 
resolution because there is no question that you can’t ask 
him about any conversation he had with anybody at the White 
House, but let me ask him. 

(Witness conferred with counsel.) 
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MR. BENNETT: Go ahead. 

MR. CHERTOFF: Do you need the question reread? 

MR. BENNETT: On the state of mind, you thought 
those people didn’t even know what the subject matter was 
so I don’t understand your predicate. Never mind. Go 
ahead. Just answer the question. 

MR. CHERTOFF: Read the question. 

THE WITNESS: She’s going to read it back. He 
talks fast and asks convoluted questions. 

MR. BENNETT: No comments. 

(The reporter read the record as requested.) 

THE WITNESS: Did I express that? 

BY MR. CHERTOFF; 

Q Yes. 

A I expressed - I recall talking to Ms. Williams 
on several occasions and expressing the view that the 
number of press inquiries and the intensity of the press 
scrutiny of Madison/Whitewater, one, diverted some 
attention, but more importantly, I was concerned with, as 
were others, that they would divert attention from the 
president’s basic agenda. 

Q What was her response? 
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1 A I don’t recall her specific response. In 

2 general, I think that she was in agreement with that view. 

3 Q Did you ever become aware of any conversation 

4 Ms. Williams had with Mr. Altman concerning the subject of 

5 Whitewater? 

6 A What period of time? 

7 Q In December of 1993 or January of 1994, meaning 

8 that’s when the discussion took place. 

9 A Did I learn about a discussion that she had with 

10 Altman? 

1 1 Q Concerning — 

12 MR. BENNETT: Other than our preparation of him? 

13 BY MR. CHERTOFF: 

14 Q Other than from counsel concerning the subject of 

15 Whitewater or Madison. 

16 A Not that I recall. 

17 Q In January 1994, did you learn of a meeting 

18 between Secretary Bentsen and George Stephanopoulos 

19 regarding the subject of Whitewater? 

20 A Did I learn of it in January or did I learn that 

21 the meeting occurred in January? 

22 Q Did you learn of a January meeting during the 
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1 month of January? 

2 A Let me make sure I understand. During the month 

3 of January, did I learn of a meeting during January? 

4 Q Between Mr. Bentsen and Mr. Stephanopoulos. 

5 A The answer is no, and I don’t recall knowing 

6 about such a meeting until you just described it today. 

7 Q Since January 1, 1994, other than conversations 

8 with counsel, until today, you’ve been unaware of any 

9 meeting between Secretary Bentsen and Mr. Stephanopoulos 

10 concerning the subject of Whitewater? 

11 A I’ve been unaware. 

12 Q During your hallway encounters with Mr. Altman in 

13 January of 1994, did you ever ask him a question concerning 

14 the statute of limitations as it applied to the RTC/Madison 

15 investigation? 

16 A The one that I’ve testified about that was the 

17 subject of discussion on February 2nd? 

18 Q Correct. 

19 A I don’t recall having any conversations with him 

20 about it. Not to say that I didn’t, but I don’t recall any 

21 conversations. 

22 Q Prior to the time you became involved as deputy 
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chief of staff at the White House, how long had you known 
Mr. Altman? 

A I had known him casually going back to at least 
the Mondale campaign which was 1984. 

Q Was your acquaintanceship with him working 
together on political campaigns? 

A Yes, and it was very casual. 

Q After you joined the administration in January, 
did you form any social relationship or personal 
relationship with Mr. Altman, apart from your professional 
work with him as a member of the White House staff? 

A It was primarily in connection with work. We got 
to know each other better because we saw each other more in 
various meetings I’ve described. I think I’ve only been to 
his house once on a social occasion. 

Q Still directing your attention to January of 
1994, was one of the duties of the White House Whitewater 
response group to deal with congressional inquiries that 
were beginning concerning the subject of Whitewater? 

A Its primary purpose, as I said before, was to 
deal with the numerous and intense press inquiries but 
congressional inquiries as well. I don’t recall whether a 
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member of our congressional staff was in those early 
meetings. I tend to think not, but certainly they had been 
involved as Whitewater/Madison has developed over the 
course of months. 

Q And was there a focus on congressional activity 
after the middle of January when Senator D’Amato began to 
appear on the floor and do a countdown regarding the 
statute of limitations? 

A There was. 

Q Did that spur you to have somebody do some 
research on the issue of statute of limitations? 

A I recall asking Neil Eggleston to do some 
research, and I don’t recall exactly when I asked him to do 
it. 

Q Was that before February 2nd? 

A Don’t remember. 

Q Was it before you had heard of the statute of 
limitations presentation by Mr. Altman? 

A I tend to think not, but I don’t recall 
specifically. I think it was after that. 

Q But you’re not sure one way or the other? 

A I’m not positive. 
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1 Q Did you ask him to look at anything in 

2 particular? 

3 A No. I think I asked him to look at the whole 

4 issue of the statute of limitations. It was fairly 

5 complex, as far as I was concerned, and I wanted him to 

6 take a look at it to give me a briefing on it. I tended to 

7 think it happened after the February meeting, but again, I 

8 can’t be positive about that. 

9 Q Did he give you a briefing? 

10 MR. BENNETT: I’m going to object. This is 

11 beyond. I’m going to instruct him not to answer that. It 

12 has nothing to do with contacts between the White House and 

13 Treasury, what the White House legal counsel prepares. 

14 BY MR. CHERTOFF: 

15 Q Now, let me direct your attention to the day or 

16 two before February 2nd. Did Mr. Altman call you directly 

17 to set up the appointment for the meeting on February 2nd, 

18 or was the call transferred from someplace else? 

19 A It is my recollection that he called directly. 

20 Again, there are two levels that my phone call goes 

21 through. It’s answered by a secretary in the outer office 

22 and if somebody like Roger Altman calls it’s transferred to 
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1 Janice Enright, who makes a decision whether to give it to 

2 me. She and I work physically in the office together so 

3 she can just ask me do I want to speak to Roger. 

4 Q Who is Patricia McHugh? 

5 A Patty McHugh is the secretary and still is, but 

6 during this time period during February and January of ’94, 

7 she was the secretary to the chief of staff, McLarty. 

8 Q Did you ever have occasion to give her 

9 instructions or asked her to carry out assignments for you? 

10 A The answer is — I don’t want to be totally 

1 1 qualified about that. The answer is no. I might have 

12 asked her to give a message to Mack or something like 

13 that. She worked for Mack McLarty. She didn’t work for 

14 me. Except in an extreme emergency, I wouldn’t ask her to , 

15 do things for me. I had a staff of my own who could do 

16 those things. 

17 Q Did you ask her to type up appointments for a 

18 meeting in which Mr. McLarty would be included? 

19 A It’s possible, but again, Janice Enright does 

20 virtually all of that stuff for me. She knows everybody in 

21 the White House. Everybody knows who she is and she is on 

22 a first-name basis with everybody and sets up -meetings of 
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that kind. 

Q Before the February 2, the only people you had 
invited to the meeting were Mr. McLarty and Mr. Nussbaum? 

MR. BENNETT: He said to the best of his 
recollection. 

THE WITNESS: To the best of my recollection. 

BY MR. CHERTOFF: 

Q Do you have a recollection that you invited 
Ms. Williams? 

A I stand on my prior testimony. I don’t recall 
inviting Ms. Williams. That’s not to say that I didn’t, 
but I don’t recall that I did. 

Q Can you think of any reason that you would have 
invited her? 

A Not necessarily. I didn’t know the subject of 
the meeting but again, I may have. I may not have. She 
may have been invited late to the meeting. My recollection 
is she came late to the meeting. 

Q Did Mr. Altman suggest that she be invited? 

A Not to my knowledge -- or not to my recollection. 

Q After the meeting concluded on February 2nd, 
until the time that Mr. Altman called you or rather spoke 
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to you and told you he had decided not to recuse himself, 
did you have any telephone calls with Mr. Altman? 

A Not that I recall. I mean, I think that meeting 
occurred — 

MR. BENNETT: You say "after." You mean on that 

day? 

BY MR. CHERTOFF: 

Q From the time the meeting concluded on February 2 
up until the time that Mr. Altman appeared before you in 
person to tell you he was not going to recuse himself, in 
that intervening period, did you have any telephone contact 
with Mr. Altman? 

A About this subject? 

Q First of all, about any subject. 

A I don’t recall. I mean, I talked to Roger fairly 
frequently. A lot of it, he’s very interested in the 
health care matter. There’s some other matters he talks to 
me about. I don’t recall a specific conversation. I could 
have. 

Q Again, focusing you on this intervening period, 
did you have any conversation with him over the telephone 
on the subject of Whitewater? 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 


2157 


227 

A I don’t recall it. I recall the next time I 
talked to Roger Altman about Whitewater was that meeting 
that I think occurred within a day or so following a 
meeting on the 2nd. Could I have? It’s possible. As I 
sit here today, I don’t recall. 

Q Are you aware of anybody who had such a 
conversation, anybody in the White House who had such a 
conversation with Mr. Altman from the time of the February 
2nd meeting until the time that Mr. Altman told you of his 
decision not to recuse himself? 

A As I sit here today, I’m not aware of any. 

MR. BENNETT: If you have anything to refresh his 
recollection, in fairness, we would ask you to show him. 

MR. CHERTOFF: I’m just asking him what he 

recalls. 

THE WITNESS: I don’t recall. 

(Witness conferred with counsel.) 

BY MR. CHERTOFF: 

Q What did you do with your notes after the meeting 
on February 2? 

A What did I do with them? 

Q Yes. 
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A I put them in the file. 

Q Did you have a file designated for Whitewater 
matters? 

A I did. 

Q How was the file titled? 

A I have various different files. 

Q Can you describe what the setup was of the file, 
what the different categories were? 

A There were a number. They kept growing. This 
matter kept growing, so it would depend. I have a file on 
Resolution Trust Corporation. I have a file on different 
aspects or different subject matters as it relates to — 
one on D’Amato, for instance. I have different categories, 

I think, that I’ll either want to keep something on. I 
will just develop a file and I’ll keep them alphabetically. 

Q I’m sorry. Why would you have a file on D’Amato 
relating to Whitewater? 

A Because he was talking a lot about it. 

Q And what would you keep in that file? 

A I’d have to look. 

Q You have no recollection? 

A Press clips and statements that he was making. 
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Q Did you have a file marked ”RTC Clinton 
personal”? 

A I don’t know if that’s the exact marking. I do 
have a file marked RTC. 

Q Let me show you X91 and ask you if that’s a Xerox 
copy of your file on that. 

A It’s indistinct. I can’t tell. 

Q I’m sorry, you can’t — is it your testimony that 
you can’t read the words "RTC Clinton personal” or that you 
can read them but you can’t tell whether this is a copy of 
your manila folder? 

A It looks like "RTC Clinton personal." I recall 
that my file said "Resolution Trust Corporation," but this 
may be it. 

Q What particular things did you put in that file? 

A I would put things in that pertained to ongoing 
things about Resolution Trust Corporation. I think my 
notes of the meeting on February 2 went there. Press clips 
went in there. There was a lot of news clips in these 
files, predominantly news clips. 

Q Did you just have one manila folder for "RTC 
Clinton personal" or did you have a lot of files regarding 
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press clips on the Whitewater matter? 

MR. BENNETT: At what point in time are you 
talking about? 

BY MR. CHERTOFF: 

Q We’re talking about in the first three months of 
1994. Did you have more than one folder for your 
Whitewater material? 

A Yes. 

Q And one of those was marked either "Resolution 
Trust Corporation Clinton personal" or "RTC Clinton 
personal"? 

A Yes. 

Q And how did you distinguish what went into that 
file from what went into other files? 

A I just made a judgment. 

Q What was the basis of your judgment? 

A I’d have to look at each individual item. 

Q Did you put other notes in your RTC Clinton 
personal file? 

A I did. 

Q And were they notes that related in particular to 
the RTC? 
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1 A Presumably. 

2 Q And what was the content of those notes? 

3 A I have no idea. I’d have to look that up. 

4 Q Did you review those notes before you made a 

5 production to Mr. Fiske? 

6 A I did. 

7 Q Did you review those notes before production was 

8 made here? 

9 A Yes. 

10 Q Was there any mention in any of those notes of 

11 the words "statute of limitations"? 

12 MR. BENNETT: Well, the documents speak for 

13 themselves. Just so you clearly understand, Mr. Ickes did 

14 not take responsibility for the production. We gathered 

15 all of the materials. The materials were turned over to 

16 Mr. Fiske and when the congressional subpoenas came, the 

17 White House decided what would be turned over. To our 

18 knowledge, you’ve gotten everything there is to get. 

19 MR. CHERTOFF: I’m not asking how the decisions 

20 were made to turn the documents over. I’m simply asking 

21 whether Mr. Ickes remembers materials in the file. 

22 BY MR. CHERTOFF: 
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1 Q Were there notes in the file in which the words 

2 "statute of limitations" appeared? 

3 MR. BENNETT: If he remembers. 

4 THE WITNESS: The words "statute of 

5 limitations"? 

6 BY MR. CHERTOFF: 

7 Q Right. 

8 A I don’t recall the words "statute of 

9 limitations," other than press clips. 

10 MR. BENNETT: Now you’ve got - the February 2 

1 1 note does not refer to statute of limitations. It refers 

12 to SL. 

13 THE WITNESS: It does not refer to statute of 

14 limitations. 

15 BY MR. CHERTOFF: 

16 Q Excluding TS1192 which is your February 2nd 

17 notes, excluding that, were there references to the statute 

18 of limitations in any of your other notes? 

19 A Not that I recall. 

20 Q Were there references to recusal in any of your 

21 notes? 

22 A I don’t recall. I’d have to look at the notes. 
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Q Were there references to Mr. Altman in any of 
your other notes? 

A I suspect there were. Again, I’d have to look at 
them. 

Q And where are all those notes now? 

A Those notes, to the extent they exist, they are 
in that file. 

Q Are they in your custody or in the custody of 
White House counsel? 

A They’re in my custody. 

Q Were they returned to you by White House counsel 
after White House made a review of the notes? 

A I turned over to White House counsel what they 
asked for and they were returned to me. 

Q Let me make sure I understand. Did you turn over 
to White House counsel all your notes on Whitewater when 
they requested you to turn over material? 

A I turned over the notes and information and 
documents that White House counsel asked for. 

Q What did they ask for? 

A I don’t recall at this time. 

May I take a break? 
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MR. CHERTOFF: Sure. 

(Recess.) 

MR. BENNETT: I’m a little confused as to what 
you’re asking him. It is my understanding that the White 
House did not ask him to turn over all of his notes or 
papers or documents on Whitewater. I think in connection 
with the inquiries he was asked to turn over anything and 
everything pertaining to context. I’m not trying — 

MR. CHERTOFF: What I’m trying to find out is who 
made the decision? Who made the cut on the scope of the 
resolution? Was it White House counsel or was it 
Mr. Ickes? That’s what I’m trying to find out. 

MR. BENNETT: I’ll tell you it was White House 

counsel. 

MR. CHERTOFF: I don’t want to argue with you 
about it. I want to get the facts out. 

BY MR. CHERTOFF: 

Q Did White House counsel request from you all of 
the notes in your possession that mentioned Whitewater? 

A I don’t know — I don’t recall the scope of what 
they asked me for. 

Q Did they ask you to make a selection or to go 
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1 through your notes and select the documents that you 

2 believed were responsive to their request? 

3 MR. BENNETT: Wait, wait. What’s not fair here 

4 is you are asking if Mr. Ickes got requests for inquiries 

5 and turned them basically over to counsel and these matters 

6 were worked out through counsel. Mr. Ickes didn’t go and 

7 make the decisions as to what — 

8 MR. CHERTOFF: That’s what I’m asking. 

9 BY MR. CHERTOFF: 

10 Q Mr. Ickes, did you turn all your files over to 

1 1 your private counsel and have counsel make a decision about 

12 what was responsive? 

13 MR. BENNETT: For which requests? 

14 MR. CHERTOFF: Let me go back to the beginning. 

15 BY MR. CHERTOFF: 

16 Q Did you get a subpoena from Mr. Fiske or a 

17 request from Fiske? 

18 A I got either a subpoena or a request. I don’t 

19 recall which. 

20 Q Did you turn all of your files relating to 

21 Whitewater over to your counsel in order to respond to 

22 that? 

236 

1 MR. BENNETT: He did not do that. We did that. 

2 The lawyers did that. 

3 BY MR. CHERTOFF: 

4 Q Did your counsel — did you give counsel access 

5 to your office so they could come in and go through all of 

6 your files in order to make a determination about what was 

7 responsive — 

8 MR. BENNETT: I’m going to instruct you not to 

9 answer that. This is getting - 

10 MR. CHERTOFF: Mr. Bennett, is there some reason 

11 you can’t explain the process as to who made the decision 

12 about what was responsive? 

13 MR. BENNETT: First of all, I am not a witness 

14 here. My client is a witness here, and I’ve stated to you 

15 for the record that my client, Mr. Ickes, did not make the 

16 decision or handle the production of documents from either 

17 Mr. Fiske or from Congress. Now, that’s our position, and 

18 you can ask 5000 questions. My client is not in a position 

19 to respond to that. 

20 BY MR. CHERTOFF: 

21 Q Mr. Ickes, do you know who reviewed all of your 

22 materials to determine what was responsive to the request 
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from - 

MR. BENNETT: Don’t answer the question. I 
object to it. It’s outside the issue of contacts. 

MR. CHERTOFF: Is it your position, Mr. Bennett, 
that we’re not free to ask the witness concerning his 
responsiveness to this committee’s own request for 
documents? 

MR. BENNETT: I have explained and put on the 
record exactly how this was handled, and I think you are 
harassing the witness now because we’ve made it very clear 
that Mr. Ickes did not handle the production and all you’re 
doing is harassing him, Michael. 

BY MR. CHERTOFF: 

Q Before Mr. Altman’s testimony on February 24th, 
did you instruct or ask Mr. Eggleston to find out what 
Mr. Altman was going to be testifying to concerning the 
February 2nd meeting? 

A Will you repeat the question. 

Q Directing your attention to the days before 
February 24th, did you direct or ask Mr. Eggleston to find 
out what Mr. Altman intended or expected to say at the 
hearing about the February 2nd meeting? 
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A I don’t recall instructing him or asking him 
anything. 

MR. BENNETT: Keep your voice up. 

THE WITNESS: I don’t recall instructing him or 
asking him anything along that line. 

BY MR. CHERTOFF: 

Q Were you aware that Mr. Eggleston contacted the 
Treasury Department concerning the content of Mr. Altman’s 
anticipated answer on the February 2nd meeting for the 
February 24th testimony? 

A Anticipate an answer on what issue? 

Q On the issue of the February 2nd meeting. 

A What issue relating to the February 2nd meeting? 

Q Let me rephrase the question. Were you aware 
that Mr. Altman contacted the Treasury Department to find 
out what Mr. Altman was expected to say at the hearing 
concerning the February 2nd meeting? 

MR. BENNETT: You don’t mean Mr. Altman. 

MR. CHERTOFF: Yes, I do mean Mr. Altman. 

MR. BENNETT: You said Mr. Altman contacted 
you -- start over. 

BY MR. CHERTOFF: 
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Q Were you aware that Mr. Eggleston attempted to 
find out what Mr. Altman was going to say or expected to 
say about the February 2nd meeting at the upcoming hearing? 

A About the February 2nd meeting in general? 

Q Anything about it. Were you aware Mr. Eggleston 
made an inquiry? 

A No. 

Q Now, when you spoke to Mr. Altman the day before 
the testimony, and he asked you to consider — let me 
withdraw the question. 

You testified earlier you had a conversation with 
Mr. Altman the evening before his testimony regarding his 
position at that point in time on recusal. You testified 
also that you indicated that you had an initial reaction 
but you would think about it. 

Did you get back to Mr. Altman and have a second 
conversation with him that evening on the subject of 
recusal? 

A No. 

Q Was there a point in time during the afternoon or 
evening of February 24th — 23rd, that you were making an 
effort to get in touch with Mr. Altman? 


Q Did you have a conversation with Mr. Steiner on 
February 23rd concerning Mr. Altman? 

A I did. 

Q How did that conversation come about? 

A I called Mr. Steiner. 

Q Why did you call Mr. Steiner? 

A Because I didn’t want to wait around until 
Mr. Altman told me he was getting back which I think was an 
hour, hour and a half, two hours after my initial 
conversation with him, so within five to 10 minutes after 
talking with Mr. Altman, I called Mr. Steiner. 

Q What did you tell Mr. Steiner? 

A The gist of what I told him was that I related to 
him, Mr. Altman’s and my prior conversation, and I told him 
that Altman had asked me to get back to him. I told him I 
did not want to wait that long. I had other things to do. 

I understood that he was in touch with Altman. He 
confirmed that he was, and I told him that I had no further 
thoughts on whether or not Mr. Altman should recuse 
himself, other than what I talked to Altman about and it 
was entirely up to him, Altman, whether to recuse himself 
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or not. 

Q Did you have any further contact with Mr. Altman 
before he testified on February 24th? 

A I’m confident I did not. 

Q As of February 24th, did you know what Mr. Altman 
was going to say at the hearing concerning the issue of 
recusal? 

A I did not. I’m sorry. Say that again. 

Q As of February 24th, did you know what Mr. Altman 
was intending to say on February 24th concerning recusal? 

A No, I did not. 

Q Would it have surprised you if he had announced 
his recusal at the hearing? 

A It wouldn’t have surprised me. He obviously was 
thinking about it, based on my conversation with him of the 
preceding evening. It was obvious to me he was giving that 
consideration, so it would not have surprised me. 

Q Did you tell anybody else, either on the 23rd or 
the 24th, that it was possible Mr. Altman would make an 
announcement to recuse himself at the hearing? 

A I may have. I don’t recall any specific 
discussion. 
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Q In your conversation with Mr. Stephanopoulos and 
Mr. Altman on the 25th — let me withdraw the question. 

Was it Mr. Stephanopoulos who first told you 
Mr. Altman had recused himself or had announced his recusal 
to The New York Times? 

A Yes, I’m pretty sure I heard that from George. 

Q At the time you had that conversation, did you 
tell Mr. Stephanopoulos that a couple days earlier, he had 
raised the possibility he might recuse himself? 

A I had already told ~ it’s my best recollection 
that right after I had my phone conversation with Altman 
and I think a phone call from Steiner, all of which had 
occurred in George’s office, that I had related my 
conversation with Altman. 

Q Do you know whether Mr. Stephanopoulos told the 
president that Mr. Altman was considering recusing himself? 

A I don’t know whether he did or he did not. 

Q Is it fair to say, therefore, on the 25th you nor 
Mr. Stephanopoulos expressed surprise about the fact that 
Mr. Altman had, in fact, recused himself? 

A I think quite to the contrary. We had expressed 
surprise that he had recused himself. 
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Q I’m sorry. Maybe I was unclear in my question. 

Your testimony is that on the 25th you and 
Mr. Stephanopoulos expressed surprised that Mr. Altman had 
recused himself? 

A Yes, I’ve testified to that before. 

Q And that’s notwithstanding your conversation with 
Mr. Stephanopoulos on the 23rd where Mr. Altman indicated 
he was reconsidering the matter? 

A Yes, because he had not - it was my information 
that he had not recused himself before the Senate Banking 
Committee and therefore, it came as a complete surprise to 
both Mr. Stephanopoulos and me that he had decided to 
recuse himself in his conversation with an employee of The 
New York Times. 

Q Before February 25th, had you heard of anybody at 
the White House making inquiries about how Mr. Stephens 
came to be hired by the RTC to work on the Madison matter? 

A Before — 

Q The 25th? 

A As I’ve testified before, I do not recall exactly 
when I learned that his firm had been retained by the RTC. 

I tend to think it was after the 25th, but as I sit here 
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today, I don’t recall. It could have been shortly before 
the 25th. 

Q Did you ever learn that someone in the White 
House made inquiries to find out how Jay Stephens came to 
be hired by the RTC to work on Madison? 

A I don’t know if I learned that specifically. 

Somebody told me — I think it was somebody in the 
counsel’s office, whether it was Nussbaum or whether it was 
one of the associate counsels, I can’t be sure, and I’m not 
even sure it was them but I think it was — told me I was 
interested in finding out how his firm came to be hired and 
told me they had been retained under some sort of a 
modified RFP process. That’s what I understood. I didn’t 
follow it or pursue it any further than that. 

Q Are you aware of whether the president expressed 
a view concerning Mr. Stephens being hired by the RTC to 
work on this matter? 

A He did express a view. 

Q When did that happen? 

A Again, it was in that time period. I can’t pin 
it down any more closely than that. As I testified a 
moment ago, I tend to think it was after the 25th, but I 
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can’t guarantee that. 

Q Was it in your presence he expressed the view? 

A It was. 

Q Who else was there? 

A I don’t think anybody else was there. I think he 
and I were alone. I meet with him during the course of the 
week on a number of occasions discussing different matters 
and as I recall, this came up in the midst of a 
conversation about something else. 

Q What did you say to him and what did he say to 
you? 

A I don’t recall the exact words. The gist of it 
was he expressed grave concern about the fact that 
Mr. Stephens’s firm and we understood they had been 
retained and we understood Mr. Stephens in particular was 
going to be working with the RTC on that and I’ve expressed 
and I’ve testified earlier today as to the basis for that 
concern. 

Q Now, recognizing you don’t recall when the 
conversation with the president occurred, did you ever 
mention this conversation with the president to 
Mr. Stephanopoulos? 
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A I probably did. George and I talk a lot during 
the course of the day. 

Q Was it your regular practice to fill each other 
in on things that had arisen in discussions either of you 
had with the president? 

A No. I mean, George meets with the president on 
many times during the day, many more times than I do. He 
does not fill me in on everything that he discusses with 
the president. 

Q You testified earlier that you had informed the 
president, and you also testified that you had informed the 
first lady, concerning the substance of your February 2nd 
meeting with Mr. Altman and the others. 

MR. BENNETT: I think he said the gist. 

THE WITNESS: I testified it was my best 
recollection that I had. 

BY MR. CHERTOFF: 

Q Was that on a single occasion or were they two 
separate occasions? 

A I think I testified earlier they were on two 
separate occasions, that is the conversation with the 
president and a separate conversation with the first lady. 
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1 Q Was it your practice to brief the first lady on a 

2 regular basis concerning matters that arose regarding 

3 Whitewater and the Resolution Trust Corporation? 

4 MR. BENNETT: I’m going to object to that and 

5 instruct him not to answer that unless you limit it to 

6 contacts. I don’t think it’s any business of this 

7 committee what his regular practice is or is not with the 

8 president or the first lady. 

9 BY MR. CHERTOFF: 

10 Q Did you tell Mr. Nussbaum you were going to 

1 1 inform the president and the first lady about the gist of 

12 what had occurred at the February 2nd meeting? 

13 A I don’t recall. I doubt it. 

14 Q Do you know whether he was aware of it? 

15 A He may have been. I may have told him 

16 afterwards. Again, I doubt it. 

17 Q Was anybody else present when you informed the 

18 president about this? 

19 A I don’t recall that anybody else was present. 

20 Q Was anybody else present when you informed the 

21 first lady about this? 

22 A I don’t recall. As I sit here, 1 don’t recall if 
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1 anybody else was present. I tend to think not but I don’t 

2 recall as a fact. 

3 Q You understood as of February 25th that 

4 Mr. Altman had recused himself — 

5 A Had? 

6 Q You understood on February 25th that Mr. Altman 

7 had recused himself from sitting on the Madison matter at 

8 the RTC; correct? 

9 A That was -- yes, that was confirmed by 

10 Mr. Altman, to both George Stephanopoulos and to me in a 

1 1 telephone conversation. 

12 Q Did you have any conversation with the first lady 

1 3 concerning that decision after February 25th? 

14 A I probably did. I don’t recall either when or 

15 where, but I probably did. 

16 Q What was the reason you transmitted or you sought 

17 to confirm an opinion from an ethics officer of the 

1 8 Treasury Department that Mr. Altman did not have to recuse 

19 himself from matters involving Madison Guaranty as of 

20 March 1, 1994? 

21 MR. BENNETT: I’m not sure that’s what it said, 

22 is it? I think you’re mischaracterizing. 
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BY MR. CHERTOFF: 

Q Let me read to you the following paragraph — let 
me ask you this first. X1200, which you’ve testified about 
earlier, is it your testimony that you do not know whether 
you sent this document? 

A That’s my testimony. 

Q Do you deny that you prepared this document, 
meaning just 1200, not what was attached? 

A Based on what I see there, I think that I did 
prepare it, but my answer in my prior testimony today is it 
appears, based on my general practice, that is a draft for 
the reasons I’ve already stated, and it’s not clear to me 
that was reduced to final form and actually sent. It may 
well have been. It may well have been sent in that form. 

Q In any event, you did prepare the draft? 

A The answer is yes. It certainly looks as if I 
did. 

Q Do you recall seeking — let me withdraw the 
question. 

As of March 1, 1994, you knew that Mr. Altman had 
already made a decision to recuse himself; correct? 

A As of when? 
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Q March 1, 1994. 

A As of March 1, that followed February 25th. 

Q So you knew he had recused himself; correct? 

A Yes. 

Q What was the reason you continued to try to find 
out whether there was an ethics opinion that had been 
issued that did not require him to recuse himself? 

A Well, I’m not sure that’s what that document 
says. 

Q How did you come to write that paragraph? 

A Let me try to deal with the first question. Are 
you withdrawing your first question? 

Q Answer the first question and then we’ll get to 
the second one. 

A I’m sorry, would you ask your first question. 

MR. CHERTOFF: Can I have the first question read 

back. 

(The reporter read the record as requested.) 

THE WITNESS: I had heard that there was such an 
ethics opinion and I was interested as to whether there was 
and what it said. 

BY MR. CHERTOFF: 
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Q After your conversation with the first lady in 
which you disclosed the gist of your February 2nd meeting, 
did she direct you to ascertain whether there was any legal 
opinion regarding the issue of Mr. Altman’s need to recuse 
himself? 

MR. BENNETT: I’m not going to have him answer 
those kinds of questions. 

MR. CHERTOFF: Can I ask the basis for that? 

MR. BENNETT: What does that have to do with 
contacts? 

MR. CHERTOFF: I think it tends to bear on the 
flow of information that was transmitted from Treasury to 
the White House. 

(Witness conferred with counsel.) 

MR. BENNETT: Go ahead and answer. 

THE WITNESS: Would you repeat it, please. 

(The reporter read the record as requested.) 

THE WITNESS: I don’t think so. I don’t recall 

any. 

BY MR. CHERTOFF: 

Q After that conversation, did she ask you if you’d 
do anything with respect to Mr. Altman’s decision whether 
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or not to recuse himself? 

A You’re talking about following February 2nd - 
bear with me -- and before February 25th? 

Q I’m asking you whether following February 2nd, 
after you had informed the first lady of the gist of what 
occurred on February 2nd, whether at that time or any time 
thereafter, the first lady asked you to do anything with 
respect to the matter of Mr. Altman’s deciding about 
recusing himself? 

A Well, following the 25th -- following the meeting 
on the 2nd, he decided not to recuse himself. I don’t 
recall her giving me any instructions on that, about 
finding out further information on his decision to recuse 
or not to recuse. 

Q Did she comment on it? 

A I don’t recall that she made any comment one way 
or the other. 

Q Did she comment at all on the portion of your 
description concerning the progress of the investigation or 
when the investigation might be completed? 

A 1 don’t recall. She may well have. I don’t 
recall anything specific. As I sit here today, I don’t 


41-383 97-18 


2170 


253 

1 recall any specific discussion she had or comments she had 

2 on that. 

3 Q When you informed the president about the gist of 

4 the February 2nd meeting, did he comment on either the 

5 question of recusal or the issue of when the investigation 

6 would be completed? 

7 A My recollection is I informed him of what 

8 happened, the gist of what happened during the February 2nd 

9 meeting and to follow up a very brief meeting I had with 

10 Roger Altman. There was no reason to comment. I don’t 

11 recall any specific comment by him. 

12 Q I’m sorry, did I understand you to say you also 

13 informed the president about the follow-up meeting you had 

14 with Roger Altman on February 3rd or February 4th? 

15 A Yes. I don’t recall a specific conversation but 

16 undoubtedly. I’m confident that I described or informed him 

17 of the fact that Mr. Altman had decided not to recuse 

18 himself. 

19 Q Did you inform the first lady of that fact? 

20 A I don’t recall specifically. I’m confident I 

21 probably did. 

22 MR. BENNETT: I think in fairness, you’re 
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implying there was more than one meeting, and he had 
earlier testified he wasn’t sure when he told the president 
about the second meeting so if it was after the 3rd, he may 
have referred to both of them. 

Isn’t that what you’ve testified? 

THE WITNESS: Yes. 

MR. CHERTOFF: Thank you for clarifying that, 

Mr. Bennett. 

MR. BENNETT: You implied there were two 
meetings. 

MR. CHERTOFF: Mr. Bennett, I’ve implied nothing. 

MR. BENNETT: I apologize. 

MR. CHERTOFF: I’m simply asking questions, and 
I’ve concluded my questions. Do you have something? 

MR. CODINHA: I have no further questions, but we 
would tell you, Mr. Ickes, as we tell all witnesses who 
testify before this committee, that we suggest that you do 
not discuss your testimony with anyone else, except your 
counsel. We are not instructing you not to, but we are 
suggesting it strongly. The reason for that is every 
witness will come and testify before us will be asked the 
question who they’ve spoken to and it may prove to be 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

. 22 


2171 


255 

embarrassing to you or to other people who have such 
conversations. 

I would also suggest that questions may very well 
be asked to you or to other witnesses at the hearings so we 
offer that you should, of course, follow your attorney’s 
advice, and he will tell you what you should or shouldn’t 
do. 

Other than that, thank you very much. Thank you 
for coming today. 

(Whereupon, at 7:17 p.m., the deposition was 
concluded.) 
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I. JULIE BAKER 


$ 


the officer 


before whoa the foregoing deposition was taken, do hereby 
certify that the witness whose testimony appears in the 
foregoing deposition was duly sworn; that the testimony of 
said witness was taken in shorthand and thereafter reduced 
to typewriting by me or under my direction; that said 
deposition is a true record of the testimony given by said 
witness; that I am neither counsel for, related to, nor 
employed by any of the parties to the action in which this 
deposition was taken; and, further, that I am not a 
relative or employee of any attorney or counsel employed by 


the parties hereto, nor financially or otherwise interested 
in the outcome 'of this action. 



Notary Public in and for the 
District of Columbia 


My Commission Expires SEPTEMBER 30, 1997 
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Docudrama 


By Sidney N. Herman 


Chicago 

D ocuments that are rele- 
k vant to an investtga- 
I tion are found in an 
* unexpected place six 
months after they 
were first sought. A 
shocking development? 

Absolutely not. In most major 
pieces of litigation, files turn up late. 
One side or the other always thinks 
of making something of the late ap- 
pearance, but these lawyers know 
the truth: it could just as easily 
happen to them. 

Despite diligent searches, Impor- 
tant papers in large organizations 
are always turning up after the ini- 
tial and follow-up searches. How 
many times have you looked for 
something on your desk and couldn’t 
find it, only to have it appear right 
under your nose later? Happens all 
the time. 

Indeed, as every litigator knows, 
there Is nothing worse than having 
an important document show up late. 
You’ve only highlighted its absence 
for your opponent If you know where 
it is, it is far better to include it in the 


Sidney N. Herman is a lawyer. 


initial delivery of relevant papers, 
where it gets mixed In with the rest 
of the morass. Why red-flag it by 
holding it back? 

My former partner, Kenneth 
Starr, knows all this. As Independent 
counsel in the Whitewater investiga- 
tion, he will take it Into account. 

But the American people have no 
reason to know that this is a normal 


Please. Every 
lawyer loses files. 


occurrence; it is not part of their 
everyday experience. Reporters 
really don’t have any reason to know 
this either. Or they may know, and 
simply choose to Ignore it. 

Last summer, notes that were crit- 
ical to the celebrated libel suit 
brought by Jeffrey Masson against 
the writer Janet Malcolm appeared 
In her private study, years after they 
were first sought. I recall that dis- 
covery being treated as an interest- 
ing happenstance, nothing more. 

When documents show up belated- 
ly, even In private quarters, there is 
simply nothing unusual about it. □ 
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THE WHITE HOUSE 

WASHINGTON 
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Dear Madam Attorney General: 


January 12. 1994 



/' | 

/ I 

i 

i 

! 


The President has directed me to request you to appoint as special counsel a respected^ 
impartial, and qualified attorney, who is not a member of the Department of Justice or an 
employee of the federal government, to conduct an appropriate independent investigation of 
the Whitewater matter and report to the American people. 


Iirview of the gravity of the President’s responsibilities and the need for a prompt 
resolution, I respectfully request that this investigation be conducted as expeditiously as 
possible. j I j 


i 




Very truly yours 


Bernard 


'cr, /£/ 


^ . 

W. Nussbaum 


*f v ' 


Counsel to the President 


Li 


The Honorable Janet Reno 
Attorney General 

tilnited States Department of Justice 
Washington, D.C. 2 u6j0 
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The President today has directed White House Counsel Bernard Nussbaum to request 
the Attorney General to appoint as special counsel a respected, impartial and qualified 
attorney, who is not a member of the Department of Justice or an employee of the federal 
government, to conduct an appropriate independent investigation of the Whitewater matter 
and report to the American people. In view of the gravity of the President's responsibilities 
andlte need for a speedy and credible resolution here, the President requests that this 
ini . • uion be conducted as expeditiously as possible. 




j Thcreluvei5cen'no credible allegations of wrorTgdoing“by theXlinlons in this matter, - 
and the President has full confidence in the ability of the Justice Department to independently 
and properly investigate this matter. Nevertheless, the President has decided to ask .the 
Attorney General to re solve th e issues surrounding the controvers y thr ough a special counsel, 
in prdertoensurc Republic i fiill and fair accounting of this matter. This 'controversy is 
becoming too much of a distraction. The President wants to get on with the vital issues 
facing the American people. * 


These facts bear repeating: The Clintons made a losing investment in a real estate 
venture managed by the McDougals, Whitewater Development Corporation, one for which 
they received no dividends and no income. All the bank loans taken by the Clintons were 
repaid in full (none were from any S&L)i While the Clintons earned nothing fromjheir 
investment, were not involved in the company’s operations, did not keep its records j and did 
not have access to its records until the later stages of the company's existence, at which point 
they expend ed considerable ef fort assuring tha t Whitewater's tax returns were JHed, Ithat its 
franchise andfreal estate taxes were paid7 and that its few assets were so!d"off in a j 
responsible manner. The great bulk of the documents the Clintons have voluntarily ; turned 
over to the Justice Department were only compiled after a painstaking effort to gather 
Whitewater's records. i 


i ./^ ~"\ i • 

/ Several years after the Whitewater investment, the principal and managing partner, 
James McDougal, purchased a savings and loan. The state supervision of Madison Guaranty 
was rigorous and proper. There is not a single factual allegation that then-Govenior Clinton 
took any steps whatever to ease regulatory pressure on Madison. As the Wall Street Journal 
concluded editorially, "there is no evidence that Governor Clinton urged [regulators] to go 
easy." Indeed, it was Governor Clinton's Securities Commissioner who, along with federal 
regulators, forced James McDougal to resign as head of the thrift And it was Governor 
Clinton’s Securities Commissioner who asked the federal government to put Madison 
Guaranty into receivership. \ \ 




deral grand jury is currently investigating matters relating to3 4Eadison that may 
touch upon Whitewater. The President and Mrs. Clinton have cooperated fully with the 
investigation, and they have directed their attorney to continue to do so. \ 


i ^Tfiis investigation has been conducted appropriately and independently investigated by 
the Justice Department. Indeed, the Attorney General has taken all proper steps to assure the 
independence of this probe. Since the recusal of United States Attorney for the Eastern 
District of Arkansas, the investigation has been headed by a career prosecutor, who served as 
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a United States Attorney under two Republican Presidents. There is no reason to doubt that 
the capable and experienced staff of the Department of Justice has been anything other than 
thorough, energetic, professional and even-handed. 


Despite their total and voluntary cooperation with the current investigation, the 
Clintons have been subjected to a barrage of innuendo, political posturing and irraponsible 
accusations. The President is determined that this controversy must not distract/ him, his 
staffer his Administration from the important business of renewing America. J j 

i It is remarkable that those who call for an independent counsel state that there is no 
evidence of wrongdoing by the Clintons in this matter. Senator Dole has said, "My view is 

* that the President probably will be cleared and this will not be an issue, but let's go ah*a<j 

* andgetjLdone.- -And-the - Washington- Post has-editor ialized, - * the rerhar been no credible 

charge in. this case that either the President or Mrs. Ointon did anything wrong." > It would 
be troubling to require the appointment of a special counsel every time there is an 
unsubstantiated allegation or an unfavorable headline. ' 


Nevertheless, the President believes that it is important to take whatever steps he can 
to assure complete confidence in the federal law enforcement system, when that system 
scrutinizes a company in which he once owned an interest, even if the factual justification for 
special measures is entirely lacking. He believes the integrity of high officials must be 
without question. Above all, he believes it is critical that his Administration's attention 
should not be distracted in any way from the vital issues facing the Americanjjeopie. 

i 
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Open Up on Madison Guaranty 


Much as President Clinton might wish, the 
curious saga of his and his wife's dealings with the 
owner of a failed Arkansas savings and loan associ* 
ation just won't go away. It keeps popping up in 
Congressional inquiries and newspaper accounts, 
each time with a new and unsavory detail added co 
an already unflattering portrait of the cozy relation- 
ship between money and politics in Arkansas. 

An important detail disclosed by The Times's 
Jeff Certh and Stephen Engelberg. is that the owner 
of Madison Guaranty Savings and Loan. James 
McDougal helped Mr. and Mrs. Clinton repay a 
550,000 personal debt just when Mr. McDougal 
needed favorable treatment from state banking 
officials to stay in business. Mr. McDougal did stay 
in business, his problems got worse, and in 1989 the 
bank was taken over by the Federal Government, at 
a cost to taxpayers of 560 million. 

There is no irrefutable evidence of a quid pro 
quo. But the Arkansas savings and loan mess, and 
the Clintons' relationship to it, is not, as the White 
House keeps saying, an "old" story that has no 
relevance to Mr. Clinton or his present job. This is a 
man who rode into Washington on a pledge to end 
politics as usual and every time the White House 
dodges inquiries about the old days in Arkansas, 
reasonable people begin to wonder about a cover-up 
and Mr. Clinton's sincerity. 


The matter clearly needs ventilating, and if the 
Wimc iiuUae won't uu it, tWO Oiilet ulaUlUiiuila Ciii. 
Cr.e is the Justice Department, which is already 
looking into transactions at Madison. The Clintons 
are not targets of the probe. 

The other is the House Banking Committee, 
whose ranking minority member, Jim Leach, be- 
lieves that a full investigation of Madison could help 
the committee frame new rules to prevent future 
banking disasters. His request has been rebuffed by 
the committee chairman. Henry Gonzalez, a Demo- 
crat who until now has been a tiger on the savings 
and loan issue. Mr. Gonzalez accuses Mr. Leach of a 
Republican “fishing expedition.” 

, Mr. Leach has also called Madison a “private 
piggy bank” for its owners and their influential 
Arkansas friends, and on this he is surely right. In 
addition to a string of dubious real estate invest- 
ments, Madison made large unsecured loans to 
executives and other insiders. 

Madison's practices attracted the attention of 
Federal auditors, whose 1984 review found "unsafe 


and unsound lending practices" (hat could threaten 
to drive the bank under. Shortly thereafter. Gover- 
nor Clinton named 3everly Bassett Schaffer as 
head of the Arkansas agency charged with oversee- 
ing state-chartered savings and loans. Ms. Schaffer 
had once done legal work lor Madison. For the next 
18 months, up to the point where Federal regulators 
moved in. she cook no significant regulatory action. 

Three months after her appointment, Mr. Clin- 
ton came to Mr. McDougal with a request to “knock 
out the deficit" — Mr. McDougal's words — left 
over Irom the Governor's 1984 campaign. It turns 
out that the deficit wasn't just an ordinary cam- 
paign debt, but 550.000 Mr. and Mrs. Clinton had 
borrowed from another bank to finance the cam- 
paign. Mr. McDougal organized a fund-raiser and 
the debt was repaid. Federal auditors suspecc that 
some of the donations assembled by Mr. McDougal 
may have been improperly diverted from the sav- 
ings and loan. 

Bruce Lindsey, the olficial wheeled out by the 
White House to answer questions, says the Clinton- 
McDougal relationship was entirely above board. 
Others, however, are more than mildly troubled by 
the fact thac Mr. Clinton did not order his regulators 
to crack down on Mr. McDougal even after he was 
advised by his own banking commissioner in 1983 
that the savings and loan operator was engaged in 
imprudent banking practices. 

Suspicions that Mr Clinton was excessively 
kind to his fnend — at great cost, eventually, to the 
iaxpayciS — arc iuiuicr reiniorceu by the fact that 
Mr. McDougal had done other favors for the Clin- 
tons, including making them 50-50 partners in 
Whitewater Development, a real estate company 
for which Mr. McDougal put up most of the money. 
The venture ultimately failed, and the Clintons lost 
money. But that doesn’t make their financial ties to 
Mr. McDougal seem any more savory. 

Based on what's publicly known, there's proba- 
bly ooc a crippling scandal here. But the White 
House is behaving as if there were. For example. 
Federal investigators say they have received little 
cooperation in a search for files they suspect were 
taken from the office of Vincent . Foster, a White 
House aide who killed himself. Investigators want 
to know if one of those files dealt with Mr. McDougal 
and Whitewater. 

Tha defensiveness isn't helping anyone. Mr. 
Clinton — and Mr. Gonzalez — owe it to the public to • 
'dear the air about Madison and its influential | 
Arkansas friends. 


This is 
important 
to be on 
top of. 
Bassett 
did a 
good job 
in camp, 
on this-- 
can she 
now? 

(transcri- 
ption of 
handwri ttei 
notes of 
President 
Clinton) 


Nle-U) Vork. 
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j 

I. SHOULD AH INDEPENDENT COUNSEL 3E REQUESTED BY THE WHITE 
HOUSE? 

A. Legal conside cations 

B. Political considerations 

1. what is the public perception? How much 

the credibility of the White House b^ing 
harmed? 


A REQUEST IS TO BE MADE, WHAT SHOULD r IT CONTAIN? 

A. Should the request attempt to impose scope 
limitations? 

B. Should the request attempt to impose time 
limitations? 

C. Should the request attempt to suggest who the 
independent counsel should be? 


D. Who should sign the letter? 


III. THE WISDOM OF ATTEMPTING TO IMPOSE LIMITATIONS 

A. Desirability of limiting the investigation I 

B. Limitations will not be enforceable / 


Extent benefit of asking is eroded by seeniiflg tD 
make request Conditional 


D. Complicated subject matter 

E. Low "trigger" standard ("reasonable grounds to 
believe that further investigation is 
warrante d" ) may insure that we crea te anot 

for 


F. 


setback 
Is it better 


decisions (<nd perhaps later request ri 


present 


attorne 

V. TWO DRAFT LETTERS (LET 

A. Conditional 

B. Unconditiona 


designates in hopes of persuading that 


ourselves 


to let Attorney General make th ise 


argument to the attorney she 


)? 



to 


MR WILL BE PUBLIC) 
equ^st (Draft I) 
recjuest (Draft II) 


illlllH 

S 020797 
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The Honorable Janet Reno 
Attorney General 
Department of Justice 

10th Street and Constitution Avenue, N.W. 
Washington, D. C. 20530 


DR^FT I 


J 


2lF 


to 


Dear General Reno: 

Under the independent counsel provisions of the Ethics 
^Governm ent Act o f 19 7 8 ," tno " Atto r ney Gene ral was reqaiTo4 to 
iuct a "preliminary investigation", as defined in the Afct 
de^e^mine whether further investigation was warranted of pc^ible 
fed^^l law violations by persons subject to the Act. This 
investigation was to be completed within 90 days, with a 60 day 
extension possible. If the Attorney General determined that 
there were no reasonable grounds to believe that further 
investigation was warranted, the Attorney General notified the 
Special Division (a court created by the Act to appoint speEial 
t counsel), and that ended the matter. If, however, the Attorney 
general determined that there were reasonable grounds to Joelieve 


that further investigation was warranted, the Attorney Generajl so 
notified the Special Division, which then appointed an 
independent counsel to conduct such an investigation. The AcJ: 
re d on D e c e mbeL — Jr5~; — T9? 2. 


The President has ful 


in Little Rock which he understands to be investigating matfe 
that may be potentially connected to Whitewater Development 


Company, an entity in whici he 


ownership interest. There 


allegations of wrongdoing >y th 


y cc operated with a federal gr d 


have 



and the First Lady once had an 
been no credible or even specific 


inti 


e Clintons in connection with 

iniiiiHmiaiii 

S 020798 
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idViiu 


Whitewater. It was a losing investment, from which they redelved 
nothing of value, and all loans which they signed for were Jep aid 
(none of these were SSL loans). The investigation is being/ 
conducted ~ 5y career Department 6f JuSErcS ' prosecutors , a fter i:he 
United States Attorney for the Eastern District of Arkansas 
k recused herself. There is no reason to believe that this 
ivestlgation is not thorough, energetic, professional,^^ e\ 
ha^did . 

tawever, there has been some publicity in recent days 
suggesting, incorrectly, that there are grounds to replace tfte 
current investigation with some kind of independent counsel. 

While the President does not believe there is any reason to 
impugn the integrity and aggressiveness of the current 
investigation or that there are any reasonable grounds to a 
nustify sweeping investigation by an independent counsel, hei 
pelieves it is desirable to take whatever steps he can to assuke 
comp ly 6 confidence in t he federal law enforcement systenyX whe i 
that system scrutinizes a company in which he once owned an 
interest, while there is presently no legislation in effect, [it 
seems appropriate to attempt, insofar as possible, to follow the 


provisions of the Ethics in 


Accordingly, the President 


has directed me to request you 

jappotnt a respected and qua Lifte d attorney, who is not a mempe : 


of the Department of Justice or 


Government Act of 1978. 




to 


an employee of the federal 


government, to conduct a "p :el ininary investigation,” as defined 
under the Act, of the Whitewater Development Company and possible 


S 020798 
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DRAFT 


federal law violations arising out of its affairs which, und 
the Act, might justify appointment of an independent counsel 

The President's request differs, of course, in a signi^ic 
way from the procedures of the Act: under the old law,, 

yourself would be mandated to conduct the "preliminary 
investigation". Given the President's desire to do all he can 
*,ssu rep ublic - conf iden ee- in - t h e -- f ed eral — ! aw cnforcoment —fliroces 
he\ believes it appropriate here to request that you appoint ^a 
res^e^ted private attorney to conduct this "preliminary 
investigation" and report to you, so that you and that attorj 
may take such action as you deem appropriate. 

In view of the gravity of the many matters faced by the 
President and the need for a speedy resolution here, I 
respectfully request that the preliminary investigation be 


ant 


to 
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"OK 



The Honorable Janet Reno 
Attorney General 
Department of Justice 

10th Street and Constitution Avenue, N.W. 
Washington. D. C . 2Q53Q 


Dear General Reno: 

The President has fully cooperated with a federal grand jury 
i^ Lifctle Rock which he understands to be investigatingm^tter s 
th^t Vnay be potentially connected to Whitewater Development \ 
Comp\rw, an entity in which he and the First Lady once had all 
ownership interest. There have been no credible or even specific 
allegations of wrongdoing by the Clintons in connection with 
Whitewater. It was a losing investment, from which they received 
nothing of value, and all loans which they signed for were repaid 
(none of these were S&L loans). The investigation is being 
Iconducted by career Department of Justice prosecutors, after f tjhe 
united States Attorney for the Eastern District of Arkansas/ 
re^t raad herself. There is no reason to believe that thX i 
investigation is not thorough, energetic, professional, and evje 
handed . 

However, there has been some publicity in recent days 


suggesting, incorrectly, that t 


urrent investigation with 
while the President does nc 


impugn the integrity and aggressiveness of the current 


investigation or that there are 
a sweeping investigation 
it is desirable to take whc teve 


lere are grounds to replace the 
kind of independent counsel 


t: beLieve there is any reason to 


any reasonable grounds to justify 
independent counsel, he believes 
r steps he can to assure complete 

iniiiiiiiiiiiiiiiiiiiniiiiiii r~ 
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confidence in the federal law enforcement system, when that 


system scrutinizes a company in which he once owned an interis 
Accordingly, the President has directed me to request ybu 
appoint a respected and qualified attorney, who is not a member 


ft. 

to 



Bernard Nussbaum 


S 020802 


of the Department of Justice or an employee of the federal 
^government, to conduct an appropriate independent investigation 
the Whitewater matter- The independent counsel provis ion o: r 
th^ Ethics in Government Act of 1978 expired "on December 15 
199V \ In the absence of supervening legislation, it seems 
appropriate to request that the investigation be conducted, 
insofar as possible, in accordance with the procedures of the 
expired Act. 

In view of the gravity of the many matters faced by the 
President and the need for a speedy resolution here, I 
Respectfully request that the preliminary investigation be 
onducted within 90 days by the person you appoint. 

Sincerely, 


5 

Ih 

t£ 

la 


n i 


; 
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February 9, 1996, Friday, PM cycle 
SECTION: Washington Dateline 
LENGTH: 825 words 

HEADLINE: Arkansas Regulator Says She Was Approached About Backing 
Clintons 

BYLINE: By LARRY MARGASAK, Associated Press Writer 
DATELINE: WASHINGTON 

BODY: A former Arkansas securities commissioner says she resisted efforts 
by a White House aide and two men with Clinton administration connections 
to get her to make public statements supporting the president and first 
lady on Whitewater. 

Beverly Bassett Schaffer said in an interview Thursday that her response 
was "No way. I don’t want to be drawn into the political response." She 
added, "I was sick" of talking about Whitewater. 

The contacts with Schaffer were made ar ound the time a Whitewater 
prosecutor was appointed and they tracked a strategy laid out at a Jan. 7, 
1994, White House meeting. According to notes of that meeting, Clinton 
aides were greatly concerned about what Schaffer would say regarding her 
discussions with first lady Hillary Rodham Clinton on whether the savings 
and ban at the center of Whitewater could issue stock. 

As the state securities commissioner, Schaffer concluded that the S&L - 
represented by Mrs. Clinton’s law firm - could issue stock. Schaffer had 
said during the 1992 presidential campaign she wasn’t pressured by Mrs. 
Clinton and had only one conversation with her. 

The handwritten notes of the Jan. 7 meeting were taken by Mark Gear an, who 
was President Clinton’s communications director at the time. The White 
House this week turned over the notes, months after they were requested, to 
the Senate Whitewater committee. The panel released them Thursday. 

White House lawyer Jane Sherburne told the committee Thursday that the 
notes had been difficult to locate, because Gearan inadvertently took them 
with him when he became Peace Corps director in September. 

Gearan quoted White House aide Harold Ickes as saying, "Bev. Bassett is so 
(expletive) important. If we (expletive) this up, we’re done." 
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Ickes is quoted as saying no emissaries from Washington should be sent to 
Arkansas to contact Schaffer because "it will come out." PAGE 3 The 
Associated Press, February 9, 1996 

"Let’s not talk it to death - let’s just get it done," Gearan quotes Ickes 

as saying. Another time, Ickes is quoted as saying, "item by item - make 

sure her story is OK" $ 


Asked about her interpretation of the meeting, Schaffer said, "It looks to 
me like they were trying to figure out, Who can talk to her? Who is her 
friend? They were desperate to try to find a way, getting questions about 
all this, to deal with it." 

Describing the contacts, Schaffer said: 

-In December 1993, at a University of Arkansas basketball game, White House 
aide Bruce Lindsey talked to her husband, Archie, about whether she was 
willing to speak out publicly. 

-Some time later her husband was called by Skip Rutherford, an Arkansas 
public relations executive and friend of the Clintons. Rutherford asked 
Archie Schaffer what he thought of his wife having a news conference on 
Whitewater. 

-She was approached by a lawyer at her firm. John Tisdale, who suggested 
that he put together a factual list of documents on Whitewater. Tisdale did 
so, and "I imagine he gave them to Bruce" (Lindsey), who worked at the firm 
before going to the White House. 



m 


a! 


"fie 

3a 

;tal 




The Gearan memo mentions Tisdale and Rutherford as people who might talk t 
Schaffer to make sure her story "is OK" 


Gearan’s notes prompted Sen. Orrin Hatch, R-Utah, to question whether the 
Clinton White House had been trying to influence the statements of a 
Whitewater witness. 

But White House spokesman Mark Fabiani said presidential aides were simply 
seeking to have Schaffer repeat comments she made that were supportive of 
Mrs. Clinton’s Whitewater role. 

The January meeting apparently stemmed from Clinton's request to aides 2 
weeks earlier asking whether Schaffer would reiterate her comments. 

Separately, the Clintons’ private Whitewater lawyer, David Kendall, and 
Sherburne testified Thursday about the mysterious appearance in the White 
House residence of the billing records outlining Mrs. Clinton’s work for 


Madison Savings and Loan. Madison was owned by the partner of the Clintons 
in the Whitewater land venture, and failed at a huge cost to taxpayers. 

Sherburne said that when the records surfaced, she raised the possibility 
of having them checked for fingerprints before they were copied. She said 
the idea was rejected because the Clintons, the Senate committee and others 
needed the material immediately. 

A Clinton aide, Carolyn Huber, has said she discovered the records during 
the first two weeks in August, laying on a table in plain view. Not knowing 
what they were, she packed them away and rediscovered them Jan. 4. 

White House logs show Mrs. Clinton was visited Aug. 10 by an attorney whose 
clients include Seth Ward, an Arkansas businessman whom bank regulators say 
was a "straw" purchaser in a "sham" real estate deal that cost Madison 
millions of dollars, The Washington Post reported in today’s editions. 

The attorney, Alston Jennings, told the Post he was asked to meet with Mrs. 
Clinton by Kendall, but that the two didn’t discuss Ward or the real estate 
deal. Kendall refused to comment. 

LANGUAGE: ENGLISH 


LOAD-DATE: February 9, 1996 
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1 / 10/94 


CONFIDENTIAL 


SEC ON D DRAFT 


special counsel : 

For thin nnsi-tlon- : 



Summary of arguments re Whitewater 


The Clintons have done nothing "wrong . There ia nD 
allegation that v/ould permit the Attorney General 
("AG") to propose appointment of independent \ 
counsel ("IC"). Appointment of Special Counsel! 
("SC") implies possible wrongdoing by The (_ 

President and The First Lady, and tarnishes the 
Presidency 


b) Until last week, the White House ("WH") was not 
getting The President's side of the story out. 

The more aggressive effort by the WH and others in 
this regard will begin to shift the tide of press 
and other opinion. 



e) 




n) 


To agree to a SC will hand a victory to our i — 

opponents. I 

Although, in theory, a SC operates under the 
jurisdiction of and reports to the AG, in fact/ a 
SC will operate virtually independent of the^AG . 

By contrast the refer "prosecutor s in ctre 
Department of Justice ("DOJ") who are handling t h< ; 
matter must report to higher authority in DOJ. 


A SC will have considerable resources at his/her 
disposal. The scope of the SC's investigation majr 
be substantiall y br oader than that of th e current 

how 


DOJ investigation. 


long he/she car 

A SC investigat 
and associates 
"squeeze" them, 
indictment . 

Although we sus 
under the curre 
to leaks. 


investigate . 


Loa 
of 
and 


Tai 


nay result in focus on frien s 
e President, begin to 
may subject some to 


pect 
nt p 


And there is no limit 



a great deal of leakage by DOJ 
rocess, the SC is also subject 


Appointment of 
Congressional 


i SC 
ea r i 


wi 1 
ngs 


1 not necessarily preclude 
on the matter. 
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i) Even if an independent counsel statute is enacdeB, 
there is not sufficient evidence to warrant the \G 
recommending appointment of an IC. Therefore, It ne 
AG will not recommend appointment of an IC under 
the new statute if the facts do not* warrant it L 

2 L Against this no gjtir . n: 


a) 



The critical issue is the implication of cover up. 
If, as the WH says, neither The President nor The 
First Lady have done anything wrong, why the 
continued resistance to appointment of a SC? 
Puttin g Madison/WliitewaLei — before a SC wil t-^ 
substantially €»nd the public controversy and \ 
permit The President, the WH, the Congress and\tfe 
public to refocus on health care and the rest df 
the substantive! agenda. \ 

No matter how aggressively the WH presents*— 
The President's position, questions will 
continue to be raised by the opposition and 
the press, which will continue to call for a 
SC. 


b) 



Even if the WH is entirely consistent with 
the information it provides to the public, 
since we have only partial information about 
Madison/Whitewater, there will be continue 
inconsistent information from other partie 
involved in Madison/Whitewater which will 
provide the basis for continuing press 
stories and calls from Congress for a SC. 

If the AG does not appoint a SC far Thf> 
President's request), it may well be inevitable 
that she will recommend appointment of an IC 
(assuming enactment of an independent counsel 
statute), who, under the prior statute, was 
appointed by a 3 judge panel, who, in turn, are 
appointed by the Chief Justice of the Supreme 
Court 


Congress v ill probably enact a new 
independent cojnsel statute. If after the 
statute is enacted, the AG refuses to 
recommend an independent counsel ("IC” ), srte 
will be aqcuse i of buckling to WH pressure. 


Assuming t 
preferable 
by a SC, a 
an IC appe 


he f 
to 

ppoi 

Lnte 


Dregoing, it is probably 
nave an investigation conducted 
nted by the AG, rather than by 
i by the 3 judge panel. 


2 
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If the AG recommends appointment of an id 
the appointment (if the new law is the sahe 
as the expired law) will be made by a 3 jfcjc ge 
court appointed by the Chief Justice of yht 
Supreme Court. The current panel under jthe 
expired independent counsel statute 
judge David senteile (T)C Circuit, appointee 
by President Johnson) ; Sr. Judge John Butzr 
(4th Circuit, appointed by President Reagar) 
and Sr. Judge Joseph Sneed (9th Circuit, 
appointed by President Nixon) . 

An IC operates completely independent^f th 
jurisdiction of the AG. * (As with a SC oV t 
current senior DOJ prosecutor, leaks by tlie 
IC are certainly possible. Not only is tjie 
little, if any, control as to the scope o 
IC conducted investigation (as with a SC) ,| 
there is no specific limit on the length o' 
time the IC can take to conduct the 
investigation and issue his/her report.) 


Congressional. .action : 
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thereby seeming to be out of control and 
attempting to cover up. 

e) The Presidential agenda . The continuing public/ 
controversy about Madison/Whitewater diverts 
attention (both that of the WH and that of the/ 
Congress and the public) from The President^ 



agenda . 


Our polling shows that adoption of the 
proposed Health Security Act will greatly 
depend on public confidence in The President 

and The First Lady. This controversy. 

undoubtedly adversely affects the publid\s 
confidence, thereby jeopardizing the 
substantive agenda. 


PublicXrelease of .all Clinton documents re Whitewater 


Partial release of documents, will merely increase 
press speculation and the demand for a SC. 


b) While public release of all documents may reduce 
the immediate pressure for a SC, it -may result in 
many additional questions which, ultimately, will 
probably give rise to a call for either a SC or an 
IC. 
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MEMORANDUM 



Talking points (counsel/MW) " A 

Q&A { counsel /BL/MW, 1/5 1 ) \ 

2-3 page argument why no special counsel {counsel, Mn) 

History of special counsels/independent counsels 
(counsel, 1/6) 



5. "Chronology" (counsel, BL, MW) 

6. Op ed piece (counsel, BL, MW 1/8) 


7. Congressional op ed piece (counsel, BL, MW) 



response to Saffire piece (counsel, BL, MW 1/6) 

Memo on independent counsel statute (counsel 1/0) 

Synopsis of Whitewater/Madison Guaranty matter 
(counsel, BL, MW, 1/7) ^ 

11. Memo re statute of limitations for civil actions 
(counsel - assigned 1/8 1 ) 


12. Review, on daily basis, all articles from major 

newspapers and statements made on major electronic 
media re Whitewater and prepare memo regarding^ 


inaccuracies, etc . 


(counsel, BL, MW) 


1 These daces refer to 


:he date of the draft document. 


Indicates date the as r-ignnent was made 


n 


iiiiniiiiiiuiiiiD 

S 020880 
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13. Research issue of whether then Governor Clinton usecL^ 

political or other pressure to see that Madison j 
Guaranty be given special consideration (counsel, bL, 
PB, MW - assigned 1/7) j 

14. Reference in 1/8 pres3 that Chris Wade, Arkansas J 

realtor has document re Whitewater, hnr ase 

unless President Clinton asks for them to be released 
(MW - assigned 1/8) 


15. Memo re failure to take deduction on tax return for 
Whitewater losses (MW - assigned 1/8) 






n 
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3. 2-3 page argument why no special counsel (counsel, MW) 

4 . History of special counsels/independent counsels 
(counsel, 1/6) 

"Chronology" (counsel, BL, MW) 

Op e^ piece (counsel, BL, MW 1/8) 

Congressional op ed piece (counsel, BL, MW) 

Response to Safire piece (counsel, BL, MW 1/6) 

Memo on independent counsel statute (counsel 1/8) 

10. Synopsis of Whitewater/Madison Guaranty matter 
(counsel, BL, MW, 1/7) 


11. Memo re statute of limitations for civil actions 
(counsel assigned 1/'€( T 


12. Review, on daily b<sis, 
newspapers and stat emer 
media re Whitewate 
circulated to the 4 roup 
(counsel, BL, MW) 


13 . 


Contact select memoirs 
(PG) 


These dates refer to 


[ndicates date the assign 


r r 


t he 


all articles from major 
ts made on major electronic 1 
prepare memo to be prompt 1\ 
regarding inaccuracies, etc \_ 


of Congress about public support 


late of the draft document. 


nent was made . 


IllllllllllllUli 

S 020819 [ 
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14. Research issue of “hecher then Governor Rincon USed 

Guarancy^b^gtve^specia^consideracion -counsel. B L . 

pp mm - assigned 1/7) 

Reference in 1/0 pr«* ' "v^icewater^but won' ^release 
unless" Pres ident" 1 *! i n ton asks for then, to be released 
(MW - assigned 1/8) 

^erno re failure to take deduction on - — £ 

Whitewater losses (MW - assigned 1/01 - 




mmnh 

S 020820 


n 


2220 


THE WHITE HOUSE 

WA SHIN G TO N 


January 17, 1994 


MEMORANDUM FOR HAROLD ICKES 

DEPUTY CHIEF OF STAFF 

FROM: W. NEIL EGGLESTON 

ASSOCIATE COUNSEL TO THE PRESIDENT 

RE: STATUTE OF LIMITATIONS IN ACTIONS BROUGHT BY THE 

CON S ERVATOR1 OF A FINANCIAL INSTITUTION 


There has been substantial discussion by Republican 
Member s of Congress about the statute of limitatio ns^ to recover 
against those who may have committed a tort or breach of. contract 
involving a financial institution that has since been taJcen over 
by the Resolution Trust Corporation ("RTC"). 


^ Tide 12, uiUCeu StaCeS Code, Wd5 

amended by the Resolution Trust Corporation Completion Act, 
signed by the President on December 17, 1993 . (A copy of the 
pertinent section of the amendment is attached.) 


That Act extended the statute of limitations from three 
to five years for torts committed against financial institutions 
that have been taken over by the RTC. Thus, the RTC must bring a 
tort claim within five years after it was appointed a conservator 
or receiver. 


For the purpose of the extension of the statute of 
limitations, the Act defines a tort claim as "a claim arising 
from fraud, intentional misconduct resulting in unjust 
enri chment, or intentional misconduct — r e sul - tin g—fn substantial 
loss to the institution.” (This definition is narrower than the 
traditional definition of a tort.) \ 

^ The statute of limitatt?5TVS~ror- breach -of^contract 

claims is six years after the institution was taken over by the 
RTC. 12 U.S.C. Sec. 1821 (d) ( 14 ) ( A) ( i) ( I) . 
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Madison Guaranty was taken over by the federal 
government on or about March 2, 1989. As a result of the new 
Act, if the RTC sues on a covered tort claim, the action must be 
brought by March 2, 1994. Without the new Act, the statute of 
limitations for all tort claims would have expired on March 2, 
1992. If the RTC sues on a contract claim, the action must be 
brought by March 2 , 1995. 

/ 

The type of action brought against outside rs in 

financial - institution cases is usually a tort ciaiml 

The statute of limitations for criminal violations 
involving a financial institution is ten years from the date the 
crime- occurred* — 18-U. S.C.- Sec- -32*3-. -The -date -that the 
institution was taken over by the government is not relevant to 
the computation of the criminal statute of limitations. 

tf 

W.N.E. 


cc: Bernard W. Nussbaum 


v\ 




\ 
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101 P.L. 204, *3; 199 1 S. "*14: 

107 Stat. 2369 

(3) Competitive bidding.— The Administrator of General Servicea, in 
compliance with regulations of the Resolution Trust Corporation, aay bid on 
property described in the notice required under paragraph (l) that is otherw 
subject to competitive bidding. 

(Ml Sec . 4. EXTENSION OF STATUTE OF LIMITATIONS. 

(a) In General. — Section 21A(b) of the Federal Home Loan Bank Act (12 U.S 
1441a(b)) is amended by adding at the end the following new paragraph: 

" ( 14 ) .Extension of statute of imitations.— 

- — £ "(A) Tort actlone for which the prior limitation has run.— 


"(i) In general. — In the case~of any- tort claim — 

"(I) which is described in clause (ii); and 

'*(11) for which the applicable statute of limitations under sect 
il(d)(l4)(A) ( ii) of the Federal Deposit Insurance Act has expired before the 
date of enactment of the Resolution. Trust Corporation Completion Act; 

the statute of limitations which shall apply to an action brought on such 
claim-by the Corporation In the Corporation's capacity as conservator or 
receiver of an institution described in paragraph (3) (A) shall be the period 
determined under subparagraph (C). 

/ 

with respect to an institution described in paragraph (3) (A) is a claim aris 
fro* fraud, intentional misconduct resulting in unjust enrichment, or 
jji tent Iona 1 misconduct resulting in substantial loss to the institution. 

/*7S7 Tort actions for which the prior limit at iorT^Se not run. — 

"(i) In general. — Notwithstanding section ll(dH14)(A) of the Fede 
^Deposit Insurance Act, in the dase of any tort claim — — 

j "(I) which ie described in clause (ii); and 

"(II) for which the applicable statute of limitations under sect 
11(d) (14) (A) (ii) of the Federal Deposit Insurance Act has expired as of 
date -of enactment of the Resolution Trust Corporation.^ Completion Act; 

the statute of limitations which shall apply to an action brought on such 
claim by the Corporation in the Corporation's capacity as conservator or 
receiver^o f a n In s tituti o n des cr ibed i n p a r a gr a ph (I RA) shall be the period 
determined under subparagraph (C). \ 

\ 

"(ii) Claims described. — A tort claia referred to in^ciau6e^( 1 ) ( I ) 

from gross negligence or conduct that demonstrates a greater disregard of a 
of care than gross negligence, including Intentional tortious conduct relatl 
to the institution. 
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"(C) Determination of period. — me period determined under this 
subparagraph for any claim to which subparagraph (A) or (8) applies shall be 
longer of-- 

"(i) the 5-year period beginning on the date the claim accrues (a? 
determined pursuant to section ll(d)(14)(B) of the Federal Deposit Insurance 
Act); or 


M (ii) the period applicable under State law for such claim. 

" (D) Sc op<r “ or application. — Subparagraphs— (-A4— and (B) shall not appl^ 
any action which is brought after the date of the termination of the Corporat 
under subsection (nOd).". 

(b) Technical and Conforming Amendment. — Section 11(a) ( 14 ) ( A) (ii) of the 
Federal Deposit Insurance Act (12 U.S.C. 1821(d) ( 14 ) (A) (11) ) is amended by 
inserting "(other than a claim which is subject to section 21A(b)(l4) of the 
Federal Home Loan BanX Act)* after "any tort claim". 

f*51 Sec. 5. LIMITATION ON BONUSES AND COMPENSATION PAID BY THE RTC AND 
THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD. 


(a) In General.— Section 21A of the Federal Horae Loan BanX Act (12 U.S.C. 
1441a>- is amended by adding after subcection (w) (as added by section 1(a) or 
this Act) the following new subsection: 


"(x) Limitation on Excessive Compensation and Cash Awards. — 


"(1) Establishment of performance appraisal system required. — The 
.Corporation shall be treated as an agency for purposes of sections 4 302 and 
of title 5, United States Cede. 

" ( 2')^ _ Procedures for payment of cash awards. — * 

"(A) In general. — Sections 4502, 4503, and <505a of title 5, United 
States- Code, shall apply with respect to the Corporation. 


"(B) Limitation on amount of cash awarde. — For purposes of determinx 
the amount of any performance-based cash award payable to any enployee of th 
Corporation under section 4505a of title 5, United States Code, the amount c 
basic pay of the employee which may be taXen into account under such section 
shall -not exceed the amount which is equal to the annual rate of basic pay 
payable for level I of the Executive Schedule. 

"(3) All other cash awards and bonuses prohibited. — Except as provided 
parngr'ip*---^) , nn award or bonus may be made to an y employee of the 

Corporation. 

"(4) Limitations on cash awards and bonuses.— No employee shall receiv 
any cash avar d -no r b o nus i f -auch— employe e-has-^glv en nnr . lre -of-^aD. intent to re 
to taXe a position in the private sector before the payment of such cash awe 
or bonus or accepts employment in the private sector not later than 60 days 
after receipt of such award or bonus. 
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CONFIDENTIAL 1 

UNITED STATES DEPARTMENT OF THE TREASURY 
OFFICE OF INSPECTOR GENERAL 

x 

In the Matter of: : 

WHITE HOUSE CONTACTS : 

CONCERNING THE MADISON : 

GUARANTY SAVINGS AND LOAN : 

Harold Ickes, Interviewee : 

(CLOSED) 




Room 982 

500 17th Street, Northwest 
Washington, D.C. 

Friday, July 15, 1994 

The above -entitled interview was conducted. 


pursuant to notice, at 6:40 p.m. 
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APPEARANCES : 


For Che Department of the Treasury: 

FRED COCO 

Department of the Treasury 
Office of Inspector General 
1201 Constitution Avenue, N.W. 

ICC Building, Room 7316 
Washington, D.C. 20220 

For the Resolution Trust Corporation, Office of Inspector 
General : 

SARA HERLTHY, Special Agent 
1735 N. Lynn Street, Room 1163 
Rosslvn. Virginia 22209 


For the Interviewee, Harold Ickes 


AMY R. SABIN, ESQUIRE 

ROBERT BENNETT, ESQUIRE [via speakerphone] 
Skadden, Arps, Slate, Meagher & Flom 
1440 New York Avenue, Northwest 
Washington, D.C. 20005-2107 


CONFIDENTIAL 


3 


PROCEEDINGS 

[6:40 p . m . ] 

MR. COCO: Mr. Ickes, I am Special Agent Fred- Coco 

with the Treasury Office of Inspector General. 

MS. HERLIHY : And I'm Sara Herlihy, the RTC 

Inspector General's Office. 

MR. COCO: Here's my credentials. This 

administrative investigation is at the request of Secretary 
Bent sen in the Office of Government Ethics and has to do 
with White House contacts from Treasury or RTC officials on 
the Madison Savings & Loan/White water matter. 

And, -basically, before we begin, I'd like to place 
you under oath. 

Whereupon, 

a witness, was called for examinacion, and, having been 
first duly sworn, was examined and testified as follows: 

EXAMINATION 

BY MR. COCO: 

Q Basically, what is your current position and the 
dates of those positions? 

A I'm an assistant to the President of the United 
States and Deputy Chief of Staff at the White House. 

Q How long have you held that position? 

A Since approximately January 3rd, 1994. 
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Q Thank you. Can you please detail any contacts 
between yourself and any Treasury or RTC officials 
concerning the Madison Savings & Loan and/or Whitewater?. 

A Well, when you say detail, what do you mean? 

Q Contacts, meetings, conversations. 

A Yes, but when you say detail, what do you mean? 

MS. HERLIHY: Describe. If you could describe and 

probably what would be most helpful is starting with the 
first contact or communication you can remember having on 
the matter, who you talked to, what was the substance. 

MS. SABRIN: Maybe we could do it by timeframe. 

ran you -- he just told he started at the White House 
January 3rd. So maybe we could -- 

MS. HERLIHY: Right. So starting with the first 

one he can remember. And when we set that timefrar.3, ther. 
we can go from there. 

THE WITNESS: Well, first, why don't you repeat 

the question? 

BY MR. COCO: 

Q Okay. Can you detail your contacts in this matter 
from the first conversation, meeting, starting out with your 
time and your position, January 4th, 1994. 

A With whom? 

Q With Treasury or RTC officials. 

A In connection with what? 
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Q The Madison Savings fr Loan and Whitewater matter. 

A I remember a contact -- several contacts with 
Roger Altman, a contact -- several contacts with Jean 
Hanson, and one contact with Josh Steiner. 

Q Can you tell us which one occurred first and when? 

A The first contact occurred with -- to the best of 

my recollection, I think occurred with Roger Altman. 

Q When was that? 

A It was shortly before -- either in late January or 

early February of 1994. 

Q Can you remember the date? 

A I don't recall the exact date. 

Q Okay. What was the contact? Was it a meeting, 
phone conversation? 

A As I recall, it was a phone conversation. 

Q And what was the content of that phone 

conversation? 

A What was the context? 

Q Content . 

A Content. As I recall, Mr. Altman called me, 

telephoned me to ask to arrange a meeting with him and the 
General Counsel from the Treasury Department, as I recall, 
with Mr. McClarty. 

Q And what was the stated purpose? 

A I don't recall that he stated a purpose. He may 
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have, but as I sic here today, I don't recall whether he did 
or not. 

Q Okay. And when was that meeting for? 

A He asked me to set it up as soon as I could 

arrange it with Mr. McClarty. 

BY MS. HERLIHY: 

Q Did he indicate other people that he wanted to be 
in attendance at the meeting? 

A He indicated that he was going to bring his 
General Counsel with him. When X say his General Counsel, 
the General Counsel of the Treasury at least then, is what I 
recall him saying and he specifically said he wanted a 
meeting with Mr. McClarty and me. 

BY MR. COCO: 

Q Did that meeting take place? 

A The meeting took place. 

Q When was it? 

A I recall it was early in February, the first, 
second or third, sometime around there. 

Q And who else was at this meeting? 

A Well, to the best of my recollection, Mr. McClarty 
did not attend the meeting, although it was held in his 
office, and I recall his being there in his office early in 
the meeting, but not participating in the meeting. Mr. 
Altman, myself, Msr Hanson, Mr. Nussbaum. I think Ms. 
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Williams was there and I think Neil Eggelston was there. I 
don't recall anybody else. 

Q Would this be February 2nd, 1994, this meeting? 

A It would have been around that time. 

Q You said Mr. McClarty was there? 

A It was in his office. He was there in his office. 
It's a fairly large office by White House standards and I 
recall his being near his desk at the other end of the room. 
I don't recall his participating in the meeting and my best 
recollection is that he left his office socn after the 
meeting started. 

Q So did he participate at all in the meeting? 

A Not to my -- not to my recollection. 

Q What was discussed at this meeting? 

A Mr . Airman, as 1 recall, i&iSeu the issue oi the 
upcoming -- the possible -- well, not the possible, but the 
fact that the statute of limitations, which I knew nothing 
about at the time, of the RTC in connection with an 
investigation that was apparently being conducted by the RTC 
on Madison Whitewater was about to expire. 

Q And what else? Was it just the statute of 
limitation being discussed? 

A That was -- as I recall, that was almost the 
entirety of the meeting. There was some discussion at the 
end of the meeting,' very short discussion, . about Mr. Altman 
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indicated that he was thinking about recusing himself. 

Q And what was stated on that portion of the 
conversation, his recusal? 

A Stated by whom? 

Q By anyone at the meeting. 

A To the best of my recollection, it was a general 
conversation. He raised it that he was considering recusing 
himself. There were some questions and he said that he 
would be making a decision in the next several days whether 
or not to recuse himself. 

BY MS. HERLIHY: 

Q What were the questions, if you can recall? 

A There were questions about the statute of 
limitations, when it expired, under what conditions it 
expired. I don't think anybody in the room ocher than Mr. 
Altman and Ms. Hanson had a clear picture of what the 
statute of limitations situation was. And I think there 
were some questions about why Mr. Altman was considering 
recusing himself. 

BY MR. COCO: 

Q Was any information shared by Mr. Altman? Was any 
documentation provided? 

A No, not that I recall. 

Q Was he 

A When you 's ay provided, provided to any of the 
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INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


WEDNESDAY, APRIL 24, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington , DC. 

The Committee met at 10:00 a.m., in room 216 of the Hart Sen- 
ate Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 

OPENING STATEMENT OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. Good morning. The Committee has essentially 
completed the first two phases of our investigation — the Vince Fos- 
ter Phase and the Washington Phase. 

During the Foster Phase, we found that immediately after Mr. 
Foster’s death, three White House officials, Bernard Nussbaum, 
Margaret Williams, and Patsy Thomasson, conducted a late night 
search of his office. The Committee found that Mr. Nussbaum told 
one of his assistants, Steven Neuwirth, that the First Lady and 
Susan Thomases did not want law enforcement officers to have un- 
fettered access to Mr. Foster’s office. Now this occurred right after 
Ms. Williams called Hillary Clinton and Mrs. Clinton calls Ms. 
Thomases in the early morning hours. 

During the Washington Phase, the Committee discovered that 
high-level officials at the Resolution Trust Corporation attempted 
to steer the criminal investigations of Madison Guaranty. April 
Breslaw told an RTC investigator that there are some RTC people 
in management positions who would take “a dim view” of inves- 
tigating Madison Guaranty. Ms. Breslaw told RTC investigator 
Jean Lewis in a taped conversation that head people at the RTC 
would, “Like to be able to say Whitewater did not cause a loss to 
Madison.” 

The Special Committee learned that the White House contacted 
the Small Business Administration about Judge David Hale and 
his SBA-funded investment company, Capital Management. We 
further discovered that at the request of the White House, the SBA 
sent confidential files relating to Hale to White House Associate 
Counsel Neil Eggleston. The Department of Justice had to step in 
and demand the return of those files. 

( 2239 ) 
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The Committee discovered that the White House even tried to 
hinder the Senate's own inquiry in the summer of 1994 as to im- 
proper contacts between the Treasury Department and the White 
House. 

Now in the coming weeks we will focus upon the Arkansas Phase 
of our investigation. This phase concerns the activities of then-Gov- 
ernor Clinton, his business partners and associates during the 
1980's. We will investigate whether Governor Clinton improperly 
used the power of his office to reward his friends, partners, and as- 
sociates. I will briefly lay out the matters that we will examine. 

First, the funding of Whitewater; second, the handling of White- 
water after 1986; third, the tax treatment of Whitewater; fourth, 
David Hale and Capital Management Services; fifth, Dan Lasater; 
sixth, the Perry County Bank in the 1990 Arkansas Gubernatorial 
Campaign; and finally, the Rose Law Firm billing records, the 
records that mysteriously appeared in the personal residence of the 
White House this past January. How did these important records 
get from Little Rock to Washington, who left these records in the 
White House Book Room and why were the subpoenaed records not 
turned over to investigators for 2 years? 

As you can see, these areas that I have just briefly touched on 
will take a substantial amount of work and time and effort to com- 
plete in the next few weeks, but we will fulfill our obligation to the 
American people to get the full facts and to answer these questions. 

Today, we will hear from several witnesses about two matters, 
the fundraiser held at Madison Guaranty for Bill Clinton and the 
lucrative contracts that Madison was awarded to lease office space 
to an Arkansas State agency. 

On April 4, 1985, McDougal hosted a fundraiser at the offices of 
Madison Guaranty. The purpose of the fundraiser was to pay off 
the remaining campaign debt from the 1984 Gubernatorial Cam- 
paign. In the closing days of that race, Bill Clinton took out a loan 
for $50,000 from the Bank of Cherry Valley. The Clintons were per- 
sonally obligated to pay off that loan. We also know that both be- 
fore and after the fundraiser, Madison received valuable contracts 
to lease space to the Arkansas Development Finance Authority; 
and that these contracts helped prop up McDougal's financial house 
of cards. 

Our witnesses today will testify about whether there was a con- 
nection between the award of the lease to Governor Clinton and 
the McDougal fundraiser. We will proceed as we have in the past 
in a bipartisan manner. We will work hard to get out all the facts 
as thoroughly, and as completely, and as expeditiously as we can. 
It is the intent of the Chairman to wrap this up before June 14th, 
if at all possible, and certainly to complete the report by June 17th. 

I want to thank the Ranking Member, Senator Sarbanes, all our 
Members, and the staff that has worked in a collegial way in very 
difficult circumstances and in a bipartisan effort to successfully 
complete this inquiry. 

Senator Sarbanes. 

OPENING COMMENTS OF SENATOR PAUL S. SARBANES 

Senator Sarbanes. Well, thank you very much, Mr. Chairman. 
Since I share your expressed intention to move through the agenda 
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expeditiously, I’m going to forgo, as it were, responding chapter and 
verse to some of the supposed findings you set out in your opening 
statement with respect to the work we’ve more or less completed 
thus far. Suffice it to say in my view, no illegality or impropriety 
was demonstrated, and that is very important. Obviously, that will 
be set forth in the final report which is due on June 17th, and I 
expect it is quite apparent there will be differing interpretations at 
that time. I will forego undertaking that project right now since I 
think we ought to move ahead with the people that are before us. 

I am hopeful we will be able to conduct these hearings over the 
next 2 months in a fair, thorough, and comprehensive way. That 
we will be able to address the items that are on the agenda in a 
responsible manner, and then we will draw our conclusions at the 
end after we have heard all the testimony. 

Thank you. 

The Chairman. Could I ask the panel, please, to stand for the 
purposes of taking the oath? 

[Witnesses sworn.] 

The Chairman. I want to thank the panel for their cooperation. 

Let me ask if any of my colleagues have any statements that 
they would like to make before we start with the panel? 

Senator Faircloth. 

OPENING COMMENT OF SENATOR LAUCH FAIRCLOTH 

Senator Faircloth. I do not. 

The Chairman. Do any of the witnesses have any statements 
that they would like to make? 

Mr. Mallard. I do not. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Good morning. 

Ms. Herr, actually all the witnesses, let me focus your attention 
to the subject matter I am going to be asking you questions about 
today. This has to do with a number of leases that were entered 
into between State agencies in Arkansas and properties owned by 
James McDougal and his real estate company, which was part of 
his savings and loan, Madison Guaranty, back in the mid-1980’s. 
In particular, we are examining the relationship, if any, between 
those State agency leases and Mr. McDougal’s property, how those 
leases came to be, and the effect that those leases had on Mr. 
McDougal’s financial well-being, because obviously, from the stand- 
point of his savings and loan and his financial business, the real 
estate holdings of Madison Financial were an important part of the 
total financial picture keeping him afloat. So we want to examine 
the way in which that asset, his real estate company, was assisted 
through the obtaining of these leases. 

I would like to start with Ms. Herr. Where do you now work? 

SWORN TESTIMONY OF HELEN HERR 
FORMER LEASING ADMINISTRATOR 
ARKANSAS STATE BUILDING SERVICES 

Ms. Herr. I’m employed with the U.S. Army Corps of Engineers. 

Mr. Chertoff. Back in the mid-1980’s you worked for the State 
of Arkansas? 
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Ms. Herr. That’s right. 

Mr. Chertoff. What was your job? 

Ms. Herr. I was the Leasing Administrator at State Building 
Services. 

Mr. Chertoff. I’m going to ask you to move the mike a little 
closer. You can move it to you rather than move yourself to it. 

I would like to focus your attention on the period starting in 
1983 and ask whether, at the time you were in charge of State 
leases, you got involved in helping what was then known as the Ar- 
kansas Housing Agency look for new office space in Little Rock. 

Ms. Herr. That’s right. 

Mr. Chertoff. And how did you go about doing that in the fall 
of 1983? 

Ms. Herr. Many of the details are left — I don’t remember the de- 
tails because at that time, Senator, we had many State agencies 
that moved around in the city. I can tell you that the people in my 
office had solicited the market, as we typically did. Whether or not 
this particular case we did it through a newspaper advertisement, 

I don’t remember, but we had solicited the market looking for space 
to house Mr. Epes’ agency because the space that they were in 
presently occupying they had outgrown. 

Mr. Chertoff. Mr. Epes is the gentleman sitting to your right? 

Ms. Herr. Yes, sir. 

Mr. Chertoff. He was then the head of the Arkansas Housing 
Agency? 

Ms. Herr. He was the Director. 

Mr. Chertoff. Am I right that at this particular time in the 
mid-1980’s, the real estate market in Little Rock was kind of soft? 

Ms. Herr. It was. 

Mr. Chertoff. And what that means for people who are not in- * 
volved in real estate is that there were some empty space, there 
were vacancies and landlords were pretty eager to get tenants to 
fill those spaces; right? 

Ms. Herr. That’s right. 

Mr. Chertoff. Just so we can understand a little bit about the 
economics of the way it works with real estate, if you are a com- ij 
mercial landlord like Jim McDougal was or like this bank subsidi- a 
ary was, am I right that the real value of your commercial building 
lies in the rent you can obtain by leasing it out? 

Ms. Herr. Sure. si 

Mr. Chertoff. And if you can find a long-term tenant who is 
going to take a long-term lease, pay market rates or above market 
rates, is financially responsible like a government agency, that is 
a prime tenant for a landlord? 

Ms. Herr. Yes, it is. 

Mr. Chertoff. Would you agree with me, therefore, that in 1983 
and 1984 in Little Rock, given the soft market in real estate, it was 
very desirable for someone who was renovating an office building 
and had a lot of vacancies to get a State agency to come on in and 
take a long-term lease? 

Ms. Herr. Yes, it was. 

Mr. Chertoff. I take it you would also agree with me that from 
the standpoint of the financial picture of Mr. McDougal’s real es- 
tate business, if you have a leased out or an occupied commercial 
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building, that increases the value of the asset because you have 
tenants who are actually paying rent and that's generating income; 
is that right? 

Ms. Herr. Yes, sir. 

Mr. Chertoff. I guess it was no surprise, then, that in the fall 
of 1983, there were a number of landlords who were soliciting the 
possibility of having the housing agency move into their buildings; 
is that right? 

Ms. Herr. That’s right. 

Mr. Chertoff. In fact, am I right that in the fall of 1983, Mr. 
Epes actually had tentatively suggested a couple of buildings to you 
as the leasing person that he might be interested in having his 
agency occupy? 

Ms. Herr. As I recall, he had, yes. 

Mr. Chertoff. And did he, in fact, ask you to start negotiating 
with a couple of those premises? 

Ms. Herr. I remember that because you have put a memo in 
front of me that says that. I did not remember that until I saw that 
memo. 

Mr. Chertoff. But with your memory refreshed, can you tell us 
a little bit about what he had asked you to do in late 1983? 

Ms. Herr. There was a location that he liked on Brookwood 
Drive, and I don’t recall a lot about it, that particular location. 

Mr. Chertoff. But are you at least clear that as of late 1983, 
you had already gone through a fair amount of processing of pro- 
posals, there were a couple of places that Mr. Epes was interested 
in that you were beginning to pursue? 

Ms. Herr. Yes, yes, sir. 

Mr. Chertoff. Now did there come a time after you were pretty 
well along in this process that you learned that Susan McDougal 
and Jim McDougal were interested in being considered for having 
this agency lease space in their building, in Madison? 

Ms. Herr. Yes, yes, sir. 

Mr. Chertoff. How did you learn about that? 

Ms. Herr. As I recall, Ms. McDougal came to our office and met 
with Mr. Mallard, and Mr. Mallard asked me to come into his office 
and I met with him there. 

Mr. Chertoff. What did Mr. Mallard tell you? 

Ms. Herr. That the McDougals were developing a building that 
he would like for us to look at. 

Mr. Chertoff. Mr. Mallard was who at that time? 

Ms. Herr. Mr. Mallard was the Director of the agency. 

Mr. Chertoff. Your agency? 

Ms. Herr. Yes, sir, my boss. 

Mr. Chertoff. He was your boss? 

Ms. Herr. Yes, sir. 

Mr. Chertoff. So you were in charge of leasing, and he was 
your boss in your agency? 

Ms. Herr. That’s right. 

Mr. Chertoff. Mr. Mallard called you in to meet with Susan 
McDougal? 

Ms. Herr. Yes, sir. 

Mr. Chertoff. And told you that the McDougals were interested 
tn being considered to have the lease in their building? 
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Ms. Herr. Yes, sir. 

Mr. CHERTOFF. Now did Mr. Mallard tell you to do anything? 

Ms. Herr. He asked that I get the gentleman that worked in our 
architectural division to go with me to look at the space. 

Mr. Chertoff. Did you do that? 

Ms. Herr. Yes, sir. 

Mr. Chertoff. Did you go with Mr. Epes? 

Ms. Herr. I don't recall who from Mr. Epes' agency went at that 
particular time. Mr. Brooks in my office and Mr. Anderson in his 
office were handling a lot of the details at that time. 

Mr. Chertoff. All right. So Mr. Epes had someone in his office, 1 6 
in the housing agency's office, named Mr. Anderson and you had 
someone in your office named Mr. Brooks? 

Ms. Herr. Yes, sir. 

Mr. Chertoff. And your understanding is that someone from 
your agency and someone from the housing agency actually went 
to look at the premises in Mr. McDougal's building? 

Ms. Herr. Yes, sir. And I went also. 

Mr. Chertoff. After this inspection, what was Mr. Epes' — what 
was his reaction? Did he want to go ahead and lease space in the 
building, Mr. McDougal's building, or not? 

Ms. Herr. No, he did not. 

Mr. Chertoff. Did he explain why not? 

Ms. Herr. As I recall, the objections were the location of the fa- 
cility and the fact that they did not believe that there was enough 
space to efficiently design their offices. 

Mr. Chertoff. When you say “location,” what was there in par- 
ticular about the location that was a problem for Mr. Epes’ agency/ 

Ms. Herr. The location was in an area of Little Rock on South - 
Main Street that had gone through a number of years of having 
many vacant buildings and they did not feel that it was a desirable 
location. 

Mr. Chertoff. Did they feel it was unsafe? 

Ms. Herr. Yes. 

Mr. Chertoff. You said there were also concerns about space 
that there was not enough space for the agency or there wouldn'1 
be enough if the agency expanded? 

Ms. Herr. Yes, sir. 

Mr. Chertoff. Now did Mr. Epes actually have a letter senl 
under his signature rejecting Mr. McDougal's building as a place 
for his agency to occupy space in? 

Ms. Herr. Yes, he did. 

Mr. Chertoff. I'm going to show you a copy of that letter which 
we will put up on the screen here. You should have a copy in front j 
of you, dated March 5, 1984. It's addressed to a Ms. Helen Vowell. 

I take it that's you? 

Ms. Herr. Yes, sir. 

Mr. Chertoff. In a prior name? 

Ms. Herr. In another life. 

Mr. CHERTOFF. This is Mr. Epes' letter officially on behalf of the 
housing agency rejecting the space at the Madison building; right? 

Ms. Herr. Yes. 

Mr. Chertoff. Did you go tell your boss, Mr. Mallard, that Mr. 
Epes did not want to go lease space in Mr. McDougal's building? 


2245 


Ms. Herr. Yes, as I recall I did. 

Mr. Chertoff. Did you have a face-to-face conversation with Mr. 
Mallard about that? 

Ms. Herr. Yes. 

Mr. Chertoff. What did Mr. Mallard tell you? 

Ms. Herr. As I recall, we talked a lot about it and Mr. Mallard 
thought that the location — that Mr. Epes' objections were not valid, 
that it was a good location and that our architect could design the 
space to fit them. And he told me that the Governor's office was 
interested in helping develop that portion of Little Rock. The Gov- 
ernor's Mansion was located near there. It’s an area — it's a histori- 
cal area of Little Rock called the Quapaw Quarter, and he said that 
they were very interested in leasing the space to help in the revi- 
talization of that portion of Little Rock. 

Mr. Chertoff. When you say, “they were interested in leasing 
the space,” you mean the Governor's office was interested in having 
the agency lease the space? 

Ms. Herr. Yes. 

Mr. Chertoff. Other than saying that the Governor's office was 
interested because it would help the development of that area, did 
he say anything else in that conversation about why there might 
be an interest in having that space in Mr. McDougal's building 
rented? 

Ms. Herr. He said that the Clintons and the McDougals were 
friends and that they were interested in developing that part of 
Little Rock. 

Mr. Chertoff. So Mr. Mallard really gave you two reasons. He 
said to you that there was interest in developing that quarter of 
Little Rock and that the McDougals were friends of the Clintons? 

Ms. Herr. Well, yes, sir. 

Mr. Chertoff. Did Mr. Mallard tell you that he didn’t want to 
consider any other proposals for Mr. Epes’ agency, that in fact he 
wanted to have this be the proposal that was accepted? 

Ms. Herr. I don’t recall if he said it exactly like that to me. I 
just know that he said that he was interested in us pursuing work- 
ing out an agreeable solution. 

Mr. Chertoff. By the way, did Mr. Mallard indicate to you or 
were you aware that Mr. Mallard himself was a friend of the 
McDougals? 

Ms. Herr. Yes. 

Mr. Chertoff. How were you aware of that? 

Ms. Herr. Mr. Mallard told me. 

Mr. Chertoff. This is obviously an important conversation. I 
want to see if we can kind of sharpen it a little bit by going back 
to a question and answer you testified about when you gave a depo- 
sition a short while back, I think it was on February 13th, before 
we broke. It's at page 145 of your deposition, if you can find it. 

Ms. Herr. I have it. 

Mr. Chertoff. There’s a question at line 3 from Mr. Fromewick, 
Counsel on the Democratic side: 

Question: So back up if we can to that period of time, yes, you knew that the 
McDougals and Clintons were friends, and you said you knew that Mallard was 
friends of the McDougals? 

Answer: He was friends and he would talk about seeing them in a social setting. 
And I don’t recall exactly what he said to me when he told me that we were not 
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going to consider other proposals, only the Madison proposals. But as I recall, he 
said the Governor’s office wants us to lease this space, and that’s the way it is going 
to be. 

Question: And you are quite clear about that? 

Answer: That’s the way I recall it. 

That's your testimony; right? 

Ms. Herr. Yes, sir. 

Mr. Chertoff. And that's the way it happened? 

Ms. Herr. Yes, sir. I thought — you were questioning me a few 
minutes ago about early negotiations on the Madison space. 

Mr. Chertoff. This relates to another conversation you had? 

Ms. Herr. As I recall it, this would have been a little bit later 
on when it became even more apparent that Mr. Epes and his em- 
ployees did not want to move there. 

Mr. Chertoff. OK. So then there came a point after this initial 
objection by Mr. Epes that Mr. Epes continued to resist moving to 
this Madison building? J 

Ms. Herr. Yes, he did. 

Mr. Chertoff. I gather that a lot of the problem was the em- 
ployees in Mr. Epes' agency didn’t want to work in that building? 

Ms. Herr. That's right. 

Mr. Chertoff. I gather some of that was due to safety concerns? 

Ms. Herr. Yes, sir. 

Mr. Chertoff. You went back and had an additional conversa- 
tion with Mr. Mallard about this? 

Ms. Herr. Well, we had many conversations. We saw each other 
daily and worked with each other very closely. 

Mr. Chertoff. And this excerpt from your earlier testimony in 
the deposition where you said that he wasn't going to consider 
other proposals, “The Governor's office wants us to lease this space 
and that's the way it’s going to be.” This comment by Mr. Mallard 
came as you continued to relay Mr. Epes’ objections? 

Ms. Herr. Yes. 

Mr. Chertoff. Mr. Epes, did you ever wind up actually meeting 
with the Governor about this? 

SWORN TESTIMONY OF S. WOOTEN EPES 
FORMER EXECUTIVE DIRECTOR 
ARKANSAS HOUSING DEVELOPMENT AGENCY 

Mr. Epes. Yes, sir, I did. \ 

Mr. Chertoff. I take it that was after you had sent your letter 
of March 5, 1984; right? 

Mr. Epes. Yes, sir. 

Mr. Chertoff. Now is that your signature on the letter? 

Mr. Epes. No, sir. 

Mr. CHERTOFF. It's the signature of your deputy? 

Mr. Epes. I am not certain, but I do recall that a letter was au- 
thorized to be sent and I believe that Mr. Anderson probably signed 
my name to it, and I was somewhat familiar with the contents of 
it. I knew that it went out. 

Mr. Chertoff. So you authorized the letter to be sent with your 
signature? 

Mr. Epes. Yes, yes, sir. 
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Mr. Chertoff. So it's clear that as of March 5th, the date of this 
letter, as Ms. Herr testified, you on behalf of your agency did not 
want to accept the proposal at Madison? 

Mr. Epes. Yes, sir. 

Mr. Chertoff. Did you go to Mr. Mallard to speak to him and 
renew your objection? 

Mr. Epes. I don’t believe I did. 

Mr. CHERTOFF. You conveyed it through Ms. Herr? 

Mr. Epes. It’s been many years, so I’m not certain, but probably 
Mr. Anderson did. He handled many of the day-to-day activities re- 
garding the lease arrangement. 

Mr. Chertoff. Just for the record, I believe Mr. Anderson has 
passed away, so that’s why we don’t have him here. 

Mr. Epes. Yes, sir. 

Mr. Chertoff. Now there comes a point where you, Mr. Epes, 
Mr. Anderson, or your agency are resisting taking this lease and 
Mr. Mallard is insisting that you take it and you finally have a 
meeting with the Governor, Governor Clinton. How did that come 
about* Mr. Epes? 

Mr. Epes. The Chairman of the Board of Directors of the Arkan- 
sas Housing Development Agency discussed the matter with me 
and was very aware that the employees of the agency did not want 
to be located in that building. And I’m not certain whose suggestion 
it was, but during the conversation I had with him regarding that, 
it became clear to us that the only recourse was to go to both of 
our boss, who was the Governor. 

Mr. CHERTOFF. You actually had a meeting with the Governor? 

Mr. Epes. Yes, sir. 

Mr. Chertoff. Who else was at the meeting? 

Mr. Epes. The Chairman, Mr. Hardwicke, was there, and the 
Governor and I believe someone else was in the room, but I do not 
recall who. 

Mr. Chertoff. In that meeting did you explain to Governor Clin- 
ton that your employees did not want to occupy space in or work 
in the Madison building? 

Mr. Epes. Yes, sir, I did. 

Mr. Chertoff. And you indicated that Mr. Mallard was insisting 
you take the lease? 

Mr. Epes. I believe that I did that, yes, sir. 

Mr. Chertoff. At the time you had this conversation with the 
Governor, was it common to take disputes about leases to the Gov- 
ernor’s office? 

Mr. Epes. I do not know. I had only been in that job several 
nonths. 

Mr. Chertoff. Other than this occasion you met with the Gov- 
ernor on this lease, do you remember any other instances that a 
iispute like this was taken up to the Governor, in your experience? 

Mr. Epes. My experience was in my job, we moved twice, and the 
second time, it did not occasion a meeting with the Governor. 

Mr. CHERTOFF. On this occasion, did the Governor evidence fa- 
niliarity with the issue about this lease or did you have to explain 
t to him? 

Mr. Epes. I don’t recall. 

Mr. Chertoff. Did he indicate that he knew Mr. McDougal? 
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Mr. Epes. I am not certain that Mr. McDougars name was dis- 
cussed during the meeting. 

Mr. Chertoff. Well, was the name of the building discussed in 
the meeting? 

Mr. Epes. Yes, sir. 

Mr. Chertoff. It’s the Madison building? 

Mr. Epes. Yes, sir. 

Mr. Chertoff. I take it that the Quapaw Quarter is near the 
Governor’s Mansion so you would expect that the Governor would 
be familiar with the building? 

Mr. Epes. Yes, sir. The Quapaw Quarter includes the Governor’s 
Mansion and the area where this building is located. 

Mr. Chertoff. Now after you had told Governor Clinton about 
the objections your employees had to working in this building, what 
was his decision about whether your agency would take this lease 
in the Madison building or not? 

Mr. Epes. I am not sure that he actually made a decision. His 
statement was that he did not see the necessity to overrule the de- 
cision of Mr. Mallard and that he felt that that part of downtown 
Little Rock needed redevelopment and that it would be a good 
thing for the State to be located in that part of town to assist in 
that redevelopment. It was about four blocks from the Governor’s 
Mansion. 

Mr. Chertoff. So Mr. Clinton essentially sided with Mr. Mal- 
lard’s decision or he accepted Mr. Mallard’s decision that you 
should go ahead and take the lease; right? 

Mr. Epes. Yes, sir. 

Mr. Chertoff. And you signed the lease on about April 1, 1984; 
is that fair to say? 

Mr. Epes. Yes, sir. That’s what the lease shows here. 

Mr. Chertoff. Would it surprise you to learn that it was a 5- 
year lease and that the total amount of payments over the 5 years 
was a little bit under $300,000? You can take a look at the docu- 
ment if you want to. 

Mr. Epes. Well, it was $4,800 a month, whatever that is times 
60, yes, sir. 

Mr. Chertoff. Now, Ms. Herr, it’s interesting, we heard the ra- 
tionale for this lease was — at least part of the rationale was to revi- 
talize this Quapaw Quarter of Little Rock. Other than this lease, 
in the Madison building which I gather was a year later in April 
1985, was expanded, is that correct, Mr. Epes, that your agency 
took additional space in the Madison building in 1985? 

Mr. Epes. We did. 

Mr. Chertoff. I believe the lease was signed in August. 

Mr. Epes. I was going to say, my recollection was it was later 
because the Arkansas Housing Development Agency was abolished 
in 1985 and the new agency, the Arkansas Development Finance 
Authority, was the successor agency and it was an expanded au- 
thority which required additional staff, and therefore, when we 
began staffing up for the new agency, we needed more space. 

Mr. Chertoff. So you leased additional space in Mr. McDougal’s 
building? 

Mr. Epes. Right. 
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Mr. Chertoff. Ms. Herr, other than that lease and then the ex- 
panded lease, were there any other leases that you were aware of 
during this period from 1983 to 1985 down in this Quapaw Quarter 
which was, we’ve been told, the point of redevelopment? 

Ms. Herr. At some point, and I see here it was November, the 
State Revenue Department leased a facility across the street from 
the bank. 

Mr. Chertoff. Who owned that facility? 

Ms. Herr. Mr. McDougal. 

Mr. Chertoff. So that was another State lease that went into 
a property owned by Mr. McDougal? 

Ms. Herr. Yes. 

Mr. Chertoff. Other than the leases that were obtained in Mr. 
McDougal’s properties during your period of tenure between 1983 
and let’s say 1985 or 1986, were any other State agencies located 
in any non-McDougal buildings in that area already? 

Ms. Herr. Not that I recall. 

Mr. Chertoff. Ms. Hays, I would like to turn to you for a 
minute in the last few minutes we have. You actually went to work 
at Madison Guaranty Savings & Loan in June 1985? 

SWORN TESTIMONY OF PATRICIA J. HAYS 
FORMER ADMINISTRATIVE ASSISTANT & COLLECTIONS 
OFFICER, MADISON GUARANTY SAVINGS & LOAN 

Ms. Hays. That’s right. 

Mr. Chertoff. You were not involved in negotiating any of these 
leases, were you? 

Ms. Hays. No. 

Mr. Chertoff. Were you aware in 1985 that there was discus- 
sion about expanding the Arkansas Housing Agency’s lease in the 
Madison building? 

Ms. Hays. I was aware of it. But I don’t remember exactly when 
that was. 

Mr. Chertoff. In fact, you were taken through some of the addi- 
tional space? 

Ms. Hays. Right. 

Mr. Chertoff. Other than the bank offices and the State agency, 
were there any other tenants in Mr. McDougal’s building on Main 
Street? 

Ms. Hays. Yes. 

Mr. Chertoff. Which were the other tenants? 

Ms. Hays. Quapaw Title Company. 

Mr. Chertoff. What was that? What kind of business was that? 

Ms. Hays. A title company. 

Mr. Chertoff. Who owned that, do you know? 

Ms. Hays. Andy Clark. 

Mr. Chertoff. Other than that, any other tenants? 

Ms. Hays. Not that I remember. 

Mr. Chertoff. Now, you were not involved in 1985 in the leas- 
ing decision; right? 

Ms. Hays. That’s right. 

Mr. Chertoff. Were you aware in 1985 in April that there had 
been a fundraiser that Mr. McDougal held for Governor Clinton to 
retire a campaign debt from the previous year’s election? 
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Ms. Hays. No. 

Mr. Chertoff. Did there come a time in 1987 that you did be- 
come aware that there had been a fundraiser to retire a campaign 
debt that was held by Mr. McDougal? 

Ms. Hays. No, sir. I think the first time I learned about that was 
when I read it in the paper recently. 

Mr. CHERTOFF. Did there come a time in 1987 that you became 
aware that there was an issue concerning leases, State leases on 
Mr. McDougal’s property? 

Ms. Hays. I don’t believe so. 

Mr. Chertoff. Well, let me ask you this. Do you remember an 
individual by the name of Charles Peacock? 

Ms. Hays. Yes, sir. 

Mr. Chertoff. Who was Charles Peacock? 

Ms. Hays. He was a Madison borrower and he may have been 
a shareholder as well. Fm not certain. 

Mr. Chertoff. Was there a timeframe that he was actually a Di- 
rector of Madison Guaranty Savings & Loan? 

Ms. Hays. Possibly. But -I don’t remember exactly what his posi- 
tion was. 

Mr. Chertoff. And you also knew him to be a borrower, a sub- 
stantial borrower? 

Ms. Hays. Yes, sir. 

Mr. Chertoff. He had borrowed money for a business called 
Dixie Continental Leasing? 

Ms. Hays. That’s right. 

Mr. Chertoff. Am I right that there came a point in 1987 that 
there was a legal dispute about Mr. Peacock’s failure to repay his 
loan to Madison Guaranty? 

Ms. Hays. The loan was sent for foreclosure. 

Mr. Chertoff. And you were involved in handling the matter for 
the bank; right? 

Ms. Hays. Right. 

Mr. Chertoff. Mr. Peacock was represented by a lawyer named 
Mr. Hopkins? 

Ms. Hays. Right. 

Mr. Chertoff. You had a lawyer also who you were working 
with on your side; right? 

Ms. Hays. That’s right. Lance Miller. 

Mr. CHERTOFF. Did there come a time that you had a conversa- 
tion in 1987 with Mr. Peacock’s lawyer about a fundraiser and 
about State leases? 

Ms. Hays. Yes. 

Mr. Chertoff. Would you tell us how you came to have that con- 
versation? 

Ms. Hays. Sure. Let me back up because I said Lance Miller was 
our lawyer. Actually I think it was Marcella Taylor, that was our 
lawyer, but Lance worked at the same firm with her. 

I remember one afternoon that Greg Hopkins came into my of- 
fice, he was very angry, and this was after the Dixie Continental 
loan had been referred for foreclosure, and he made several state- 
ments to me that day. 
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Mr. Chertoff. What did he say to you concerning the loan and 
its relationship to campaign contributions and that relationship to 
leases, State leases of Mr. McDougal’s properties? 

Ms. Hays. The best I can recall is he said that proceeds from the 
Dixie Continental Leasing loan had gone to Governor Clinton’s 
campaign, that Mr. McDougal had arranged through Governor 
Clinton for various State agencies to lease space from Madison, and 
I think that’s about it. 

Mr. Chertoff. Did you actually report this conversation to the 
lawyer that you were working with, Mr. Miller? 

Ms. Hays. Yes, I did. 

Mr. Chertoff. And you reported it the same day? 

Ms. Hays. Yes. 

Mr. Chertoff. Because you were pretty upset about this con- 
versation? 

Ms. Hays. I don’t know that I was upset. I found it interesting. 

Mr. Chertoff. We have a memo that Mr. Miller wrote about 
this conversation that you had reported to him which I would like 
to direct your attention to. It’s to JSS from LM, dated April 23, 
1987. I would like you to find that because I’m going to 

Ms. Hays. Yes, I have it. 

Mr. Chertoff. It’s a fairly long memo. I would like, though, to 
direct your attention to the, I guess what’s page 3 of that memo. 
There’s a paragraph that begins “in addition.” 

Ms. Hays. Yes. 

Mr. Chertoff. I will read it to you, and then I want to ask you 
whether this is a correct rendition of what you told Mr. Miller and 
what you had been told by Mr. Hopkins. “In addition, Mr. Hopkins 
informed Ms. Heritage” — and I take it at that time you went by the 
name of Ms. Heritage. 

Ms. Hays. Right. 

Mr. Chertoff. — “that one of the loans made by Madison to 
Dixie Continental Leasing, upon which Marcy Taylor has under- 
taken foreclosure proceedings, also involves fraudulent trans- 
actions. Mr. Hopkins stated that a portion of the loan proceeds 
made to Dixie Continental Leasing went to Bill Clinton’s campaign 
and that in return for the substantial campaign contribution, Bill 
Clinton assured Jim McDougal that a State agency would lease 
space from Madison at its headquarters on Main Street in Little 
Rock.” Now is that, in fact, what you told Mr. Miller? 

Ms. Hays. To the best of my memory, it is. I do not have any 
reason to doubt that Mr. Miller accurately wrote down what I told 
him. 

Mr. Chertoff. What you told Mr. Miller was what you had been 
told by Mr. Hopkins? 

Ms. Hays. Yes, sir. 

Mr. Chertoff. Now the fundraiser occurred on April 4, 1985. 
And I would like to direct your attention, Mr. Epes, to a letter 
which we have in the file on your letterhead dated April 9, 1985, 
to Paul Mallard signed with your name. I would like you to find 
that if you can. 

Mr. Epes. I don’t believe I can. I have two letters here, but nei- 
ther of them are that letter. 
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Mr. Chertoff. We’ll see if we can get you a copy real quick. The 
yellow light is on. We’re just getting you the letter and my time 
is going to be up in a minute. Just a couple of questions. 

Take a look at this letter, Mr. Epes. Am I correct that you signed 
this letter on April 9, 1985, which is 5 days after this fundraiser, 
indicating that because of the change in your agency, there was 
going to be a need to have expanded space? 

Mr. Epes. I signed this letter on April 9th. I had no knowledge 
that it was — how many days it might have been after whatever 
fundraiser. 

Mr. Chertoff. That’s fair, but you did sign this letter and ulti- 
mately this led to your getting expanded space in Mr. McDougal’s 
building? 

Mr. Epes. Yes, sir. 

Mr. Chertoff. Now in fairness to you, Mr. Epes, that’s a good 
point. You did not know about any fundraiser; is that right? 

Mr. Epes. That’s correct. 

Mr. Chertoff. Did you know at any time in 1984 or 1985 that 
Mr. Clinton and Mr. McDougal were business partners in an oper- 
ation known as Whitewater Development Corporation? 

Mr. Epes. I don’t recall when I learned of that relationship. I 
knew that they were friends. That’s about all I knew. 

Mr. Chertoff. And you did not know there was a business rela- 
tionship? 

Mr. Epes. I don’t believe that I did. I cannot tell you when I 
learned that. 

Mr. Chertoff. Did you know that James McDougal had put a 
substantial amount of money into that joint venture during 1984 
and 1985? 

Mr. Epes. No, sir, I knew nothing of that. 

Mr. Chertoff. I think this is a good time to stop. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Thank you, Senator. 

Good morning, panel. 

Let me start with this historical information about the early 
1980’s and the real estate market in Little Rock. We have gone 
through this exercise with the sewer and water authority, so now 
we’re going to deal with this history in terms of real estate. The 
market, you say, was soft in that time, and we’ll accept that. We 
were talking about lower priced commercial real estate; is that cor- 
rect, Mr. Mallard, in this case? 

SWORN TESTIMONY OF PAUL MALLARD 
FORMER DIRECTOR 
ARKANSAS STATE BUILDING SERVICES 

Mr. Mallard. Yes. 

Mr. Ben-Veniste. And is it not the case that there was no issue 
about whether the housing authority needed to move? We’re not 
dealing with a situation where there’s any suggestion that for polit- 
ical reasons, an agency was moved out of its headquarters into an- 
other headquarters, are we? 

Mr. Mallard. I think they were being forced to move for lack of 
space. They needed more space. 
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Mr. Ben-Veniste. There is no question about that in your mind, 
is there, Ms. Herr? 

Ms. Herr. No, there isn’t. 

Mr. Ben-Veniste. Mr. Epes, you would agree that your agency 
really was required to move by the circumstances it found itself in 
at that point? 

Mr. Epes. Yes, sir. We needed relocation. 

Mr. Ben-Veniste. It is also the case, is it not, that there were 
some dozen or 18 different proposals that came across your desk, 
Ms. Herr, about the opportunity to provide space for this agency; 
is that correct? 

Ms. Herr. There were several. 

Mr. Ben-Veniste. And we’ve been all through that in deposition 
practice here and we could go through the various competing bids 
that came in and the spaces that were looked at from I guess some 
point in mid- 1983 to early 1984; is that right? 

Ms. Herr. Yes. 

Mr. Ben-Veniste. None of those spaces with one exception was 
even potentially interesting to the housing authority; correct? 

Ms. Herr. As I recall, yes, that’s correct. 

Mr. Ben-Veniste. Mr. Mallard, did you find it unusual that a de- 
termination was being made that the State use its licensing au- 
thority and its ability to move State agencies into real estate to 
promote a policy that revitalize a historic area of Little Rock? 

Mr. Mallard. That was State Building Services’ policy and had 
been for a number of years. 

Mr. Ben-Veniste. This was an area, as we’ve heard, the Madison 
Bank building, which was in close proximity to the Governor’s 
Mansion, in the same quarter of town; is that correct? 

Mr. Mallard. That’s correct. 

Mr. Ben-Veniste. That area, like many urban areas in America, 
had suffered during the 1970’s and early 1980’s in terms of a down- 
turn in commercial real estate; is that correct? 

Mr. Mallard. That’s correct. 

Mr. Ben-Veniste. It was the policy of the State, as you articu- 
lated it, to try to improve that area which was populated, I trust, 
by lower-income residents of Little Rock, to try to bring that up in 
character and in safety and in commercial desirability; correct? 

Mr. Mallard. That’s correct. 

Mr. Ben-Veniste. Now, you say that that had long been the pol- 
icy of the State of Arkansas; is that correct? 

Mr. Mallard. That was the policy when I arrived at State Build- 
ing Services. 

Mr. Ben-Veniste. What year was that, sir? 

Mr. Mallard. 1983. 

Mr. Ben-Veniste. Ms. Herr, you would not take issue with the 
notion that from time to time when State agencies are asked to 
move their headquarters, that there are individuals in those agen- 
cies who would prefer not to go to the place they are told to go to? 

Ms. Herr. That’s very true. 

Mr. Ben-Veniste. That happens or happened historically, be- 
cause we’re dealing with a decade or more ago, I guess, 13 years 
ago, that happened even prior to 1983; is that not so? 

Ms. Herr. Yes, it did. 
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Mr. Ben-Veniste. I take it it's happened since, that agencies of 
the State who are relocated have employees who would prefer not 
to go to the place that the State tells them to go? 

Ms. Herr. That’s right. 

Mr. Ben-Veniste. Surprisingly, that even happens in Washing- 
ton. We have those examples on a fairly frequent basis. People just 
find it traumatic to move and then if they move to a place that is 
unknown to them or they are uncertain about, they get even more 
nervous about that. 

Ms. Herr. That’s correct. 

Mr. Ben-Veniste. And you would not take issue with the notion 
that that’s precisely what happened back in 1983 in Little Rock, 
Arkansas in this situation? 

Ms. Herr. That’s right. 

Mr. Ben-Veniste. Now the principal concern, it would seem, as 
I hear your testimony was one about safety. Somehow it was con- 
sidered that the Main Street location of the Madison Bank, al- 
though it was in close proximity to the Governor’s Mansion, was 
not in the safest part of town; correct? 

Ms. Herr. That’s right. 

Mr. Ben-Veniste. Mr. Mallard, you understood that that was an 
expressed concern? 

Mr. Mallard. Right. 

Mr. Ben-Veniste. As part of a revitalization of any rundown 
area, it would not be unusual that that would be a concern; is that 
correct? 

Mr. Mallard. That’s correct. 

Mr. Ben-Veniste. Let’s go back in time, if you can recall, back 
after the agency moved to the Madison location, whether there in 
fact were any incidents of assault on any of the employees of that 
agency, of the housing agency. Do you recall any being reported? 

Mr. Mallard. I don’t recall any assaults on any individuals. I 
think that there was a car broken into one time on the parking lot, 
but that’s 

Mr. Ben-Veniste. A car broken into in a parking lot? 

Mr. Mallard. I think so. 

Mr. Ben-Veniste. I am shocked. That’s pretty much like saying 
hello to somebody in some of our areas here in Washington or in 
New York or other places I am familiar with. Let’s talk about seri- 
ous crime. Were there any robberies or assaults or rapes or other 
kinds of violent offenses during the entire period of time that the 
agency was located in the Madison headquarters? 

Mr. MALLARD. Not that I was aware of. 

Mr. Ben-Veniste. Ms. Herr? 

Ms. Herr. Not that I was aware of. 

Mr. Ben-Veniste. So this concern about safety as it turned out 
was not well-founded, thankfully, in terms of the actual experience 
of the agency in that quarter; is that correct, Mr. Epes? 

Mr. Epes. Yes, sir, that is correct. 

Mr. Ben-Veniste. Does anyone on the panel disagree with that 
characterization? 

Mr. Epes, you were encouraged by your deputy to send a letter 
saying, “hell no, we won’t go,” in effect, a meeting was had at the 
Governor’s office which you attended, and the notion of revitaliza- 
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tion and I take it overreaction to the concerns about the neighbor- 
hood were put on the table and a determination was made that the 
Governor’s office would not overrule Mr. Mallard’s decision to relo- 
cate the offices to the Madison headquarters; is that correct? 

Mr. Epes. Yes, sir. 

Mr. Ben-Veniste. And from the standpoint of space availability, 
contiguousness of space and price, Mr. Mallard, was it your view 
that the Madison building provided competitive or better proposal 
to the State? 

Mr. Mallard. Yes, yes. 

Mr. Ben-Veniste. In terms of the policy that you have expressed, 
in terms of attempting to revitalize the area, that policy trumped 
the other concerns, did it not? 

Mr. Mallard. I think so, yes. 

Mr. Ben-Veniste. Was there any pressure put on you, Mr. Mal- 
lard — and this is an important question from a historical perspec- 
tive — in terms of the decision to select the Madison location? 

Mr. Mallard. No, not particular pressure from any individual, 
other than the individual wanted the lease. 

Mr. Ben-Veniste. That would be true of any individual, and I’m 
sure that in Little Rock, the process was then and probably is now 
a little more informal than that which we would be familiar with 
in Washington in dealing with the State leasing, where you would 
meet with the individuals, they would make a pitch and a proposal, 
you would go out and visit, have a cup of coffee, talk about what 
they had to offer and then come back and make up your mind. Is 
that a fair way of describing it? 

Mr. Mallard. Basically, yes. 

Mr. Ben-Veniste. Ms. Herr? 

Ms. Herr. We had that leeway, yes, sir. 

Mr. Ben-Veniste. There wasn’t anything improper about that, 
about meeting with the individuals? 

Ms. Herr. No, sir, no. 

Mr. Ben-Veniste. So the concerns that were raised about the lo- 
cation turned out to be, fortunately for all, involved an exaggera- 
tion? Mr. Epes, you would agree with that? 

Mr. Epes. Yes, sir. 

Mr. Ben-Veniste. Then there came a time later when you re- 
quired more space and you requested the authority to negotiate for 
additional space, did you? 

Mr. Epes. Yes, sir, sure did. 

Mr. Ben-Veniste. And were you able to find contiguous space in 
Madison? 

Mr. Epes. Yes, sir, there was adjoining space, we just had to 
knock out a portion of a wall and make a doorway to accommodate 
the additional new employees, yes, sir. 

Mr. Ben-Veniste. Mr. Mallard, did you find that that was a rea- 
sonable and acceptable way to address the additional space re- 
quirements of the agency? 

Mr. Mallard. Yes. 

Mr. Ben-Veniste. To lease additional space from Madison? 

Mr. Mallard. Yes. We always tried to keep them in the same 
location if we could. 
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Mr. Ben-Veniste. Did you feel that in some way, you were being 
held up or extorted by Madison in terms of the lease terms that 
were proposed or were they in line with the economics of your prior 
experience? 

Mr. Mallard. I think so. 

Mr. Ben-Veniste. There was a renovation made to suit the quar- 
ters, wasn’t there? 

Mr. Mallard. Yes. 

Mr. Ben-Veniste. And that was folded into the lease price? 

Mr. Mallard. I think it was, yes. 

Mr. Ben-Veniste. Ms. Herr, do you recall? 

Ms. Herr. Yes, it was. Yes. 

Mr. Ben-Veniste. That was acceptable? 

Ms. Herr. Yes, it was. 

Mr. Ben-Veniste. Mr. Epes, you were satisfied? 

Mr. Epes. Yes, sir, definitely. 

Mr. Ben-Veniste. Then there came a time when you expanded 
beyond the limitations of the Madison building and you were able 
to negotiate new space, I take it? 

Mr. Epes. Yes, sir, we moved. 

Mr. Ben-Veniste. What year was that? 

Mr. Epes. I’m not certain. I believe it was in 1987, perhaps early 
1987, that the new authority had continued to grow and we needed 
more room for personnel and storage and meeting rooms and so we 
moved to 100 Main Street. 

Mr. Ben-Veniste. OK. And you were obliged, then, to break your 
lease, because you had a 5-year lease with Madison; correct? 

Mr. Epes. Yes, sir. 

Mr. Ben-Veniste. Under the circumstances, the new landlord ne- 
gotiated with Madison and negotiated a settlement of the addi- 
tional time left on the lease? 

Mr. Epes. That’s my recollection. I was not involved in those ne- 
gotiations, but I seem to recall something of that nature. 

Mr. Ben-Veniste. Ms. Herr, were you involved in those? 

Ms. Herr. No, sir. 

Mr. Ben-Veniste. Mr. Mallard? 

Mr. Mallard. I don’t think I was, no. 

Mr. Ben-Veniste. Our understanding is that such negotiations 
took place, this was after Mr. McDougal had left the savings and 
loan. It was after the savings and loan had been taken over, is that 
right, Ms. Hays, in 1987? 

Ms. Hays. I’m sorry, could you repeat the question? 

Mr. Ben-Veniste. 1987 was after the savings and loan had been 
taken over? 

Ms. Hays. It was after the McDougals were ousted. I do not 
think it was technically taken over by the RTC until 1989. 

Mr. Ben-Veniste. So in any event, the McDougals had nothing 
to profit from or were not involved in the negotiations in 1987; is 
that your recollection, Mr. Epes? 

Mr. Epes. I’m sorry, I can’t recall at what stage that took place. 

Mr. Ben-Veniste. Ms. Herr, you indicated there was another 
property that was leased by the State, that was the Revenue De- 
partment which opened an office across the street from Madison in 
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a building that had been renovated also by Mr. McDougal and 
Madison; correct? 

Ms. Herr. That’s right. 

Mr. Ben-Veniste. And you were asked whether there were other 
State agencies that were moved to the Quapaw Quarter, and you 
indicated the revenue building was the only additional one. How- 
ever, let me ask you this. When there is a revitalization, the idea 
is to bring a new and stable enterprise, to wit, like a government 
facility, into the area which becomes a magnet for supporting infra- 
structure around the area. Did you say whether as a result of 
Madison — of the agency moving to Madison, that the resulting area 
began to improve? 

Ms. Herr. Yes, it did. 

Mr. Ben-Veniste. Mr. Mallard, would that be your view as well? 

Mr. Mallard. Very much so. 

Mr. Ben-Veniste. So that in that sense, although no other State 
agencies moved into that area, the desirability of locating a State 
agency there for the purpose of revitalizing that part of historic Lit- 
tle Rock, was in fact a successful theory that was proved correct 
in the practical application? 

Mr. Mallard. I would say so. 

Ms. Herr. Yes. 

Mr. Ben-Veniste. I think it is important, Mr. Chairman, that we 
supplement Mr. Mallard’s testimony here. Obviously, we can’t have 
all of the witnesses who would provide testimony on each issue on 
every panel. In this regard, Mr. Nash has given prior testimony re- 
garding the subject matter of whether there was any influence ex- 
erted in connection with the selection of the Madison property. And 
we will hear from Mr. Nash, as I understand it, at some later time 
in these new hearings. 

The Chairman. I believe next week. 

Mr. Ben-Veniste. But I would like to read at this point to put 
into context Mr. Nash’s testimony from February 21, 1996, page 39: 

Question: Mr. Nash, did you exert any influence whatsoever on the SBS 

That would be your agency, Mr. Mallard and Ms. Herr. 

— to induce them to select the Madison building for the ADFA offices? 

Answer: No. I don’t recall exerting any influence or pressure. Did you say “pres- 
sure”? 

Question: “Influence” is the word I used. 

Answer: Influence, no. I may have communicated at that time my interest, but 
I don’t remember that specifically. 

Question: You didn’t suggest the Madison Guaranty building to SBS, did you? 

Answer: No, I did not suggest the Madison Guaranty building to State Building 
Services. 

Now to go beyond that, in the conversation that you were refer- 
ring to in your testimony in deposition that Mr. Chertoff reminded 
you about, that was brought out by Mr. Fromewick on the Minority 
staff, what you were talking about there was the situation after the 
selection process had identified the Madison Bank, there had been 
the letter drafted by Mr. Anderson and authorized by Mr. Epes to 
discuss the selection of the Madison property, and then the Gov- 
ernor decided not to intervene in favor of overruling the decision 
that Mr. Mallard had made, is that correct, in terms of the timing 
of the quotation that was read to you? Is that right, Ms. Herr? 

Ms. Herr. As I recall it, yes. 
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Mr. Ben-Veniste. At that point, the decision was, and as it was 
communicated back to you, that the Governor was not going to 
interfere with the decision that was made and was going to let it 
stand, or the Governor’s office? 

Ms. Herr. I don’t know that that was communicated — that spe- 
cifically was communicated back to me. 

Mr. Ben-Veniste. OK. But in fact, that’s indeed what happened; , 
is that correct, Mr. Epes? 

Mr. Epes. I believe so, yes, sir. 

Mr. Ben-Veniste. Now let me go to you, Ms. Hays. It’s not your 
fault but I have a question as to why you were on this panel rather 
than the panel that we are going to see a little bit later, because 
all of your testimony has to do with the same subject matter that 
Mr. Peacock and the other members of that panel will provide to 
us. That would be Mr. Hopkins and Mr. Miller, about whose con- 
versations you have been asked; is that correct? 

Ms. Hays. That’s right. 

Mr. Ben-Veniste. The Majority makes these determinations, and 
you are in no way responsible for what panel you come onto, so let 
me ask you a few questions because we’re jumping around a little 
bit in time. Everything that you have testified about occurred in 
1987? 

Ms. Hays. That’s correct. 

Mr. Ben-Veniste. Everything that the other members of this 
panel have testified about occurred in 1983 or 1984? 

Ms. Herr. Right. 

Mr. Ben-Veniste. This memo that you have been asked about, 
this memo was leaked or provided otherwise to the press at least 
in July 1995. Do you recall receiving any questions from the press 
about it at that time? 

Ms. Hays. Yes. 

Mr. Ben-Veniste. I have an article, and maybe we could make 
this a part of the record at some point, Mr. Chairman, that is dated 
July 31, 1995, and I’m going to refer to it if I might. 

The Chairman. Go ahead. It will be ordered in the record. 

Mr. Ben-Veniste. Thank you. 

We also have a photograph of someone from the House Banking 
Committee carrying a stack of documents which was released to 
the press. Whether this was released at that moment or earlier, I 
couldn’t say, but in any event, you recall being asked about this as 
early as 9 months ago? 

Ms. Hays. Yes, sir. 

Mr. Ben-Veniste. Mr. Mallard, you were also questioned by the 
press about these memos that Mr. Chertoff brought up with Ms. 
Hays 9 months ago; is that correct? I see you were quoted in this 
article and stated consistently with what you have testified here. 

It says, “Paul Mallard, who ran the building services office, said 
‘Clinton never tried to influence me.’” And Mr. Epes, you were also 
quoted in this article, so I take it when these memos were leaked 
to the press, you also got a call about it? 

Mr. Epes. That’s correct. 

Mr. Ben-Veniste. So these memos are at least familiar to the 
press, if they are not to other people or people who have read those 
articles back 9 months ago. With respect to everything that you 
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have testified about here today, Ms. Hays, you had no direct knowl- 
edge of it? 

Ms. Hays. Of what’s in the memo? 

Mr. Ben-Veniste. The content of the memos. 

Ms. Hays. No, I didn’t even know there was a memo until July 
of 1995. 

Mr. Ben-Veniste. At that time you learned about it because peo- 
ple started calling you on the telephone from the press, I take it? 

Ms. Hays. I think that I actually learned about it from Kenneth 
Starr’s office a few weeks before the press called me. They asked 
me some questions about it and that was the first time I knew of 
its existence. 

Mr. Ben-Veniste. Mr. Starr’s office questioned you about it and 
then within a couple of weeks, you received some press inquiries? 

Ms. Hays. Right, I didn’t ever see the memo until the reporter 
showed it to me. 

Mr. Ben-Veniste. I see. 

Senator Sarbanes. A reporter showed you the memo? 

Ms. Hays. Yes, sir, he brought it to my house. 

Mr. Ben-Veniste. In Little Rock? 

Ms. Hays. Yes, sir. 

Mr. Ben-Veniste. Was it a local reporter for the Little Rock 

Ms. Hays. I’m sorry, from the Associated Press. 

Mr. Ben-Veniste. Associated Press? 

Ms. Hays. Yes, Bill Simmons. 

Mr. Ben-Veniste. In the memo itself, there are statements at- 
tributed to Mr. Hopkins — and we’ll hear from Mr. Hopkins, I pre- 
sume, shortly — but you have no way of knowing whether Mr. Hop- 
kins was exaggerating or telling the truth? 

Ms. Hays. No. 

Mr. Ben-Veniste. He wasn’t under oath. 

Ms. Hays. No. 

Mr. Ben-Veniste. He was reportedly quite upset at the time? 

Ms. Hays. That’s as I remember it, yes. 

Mr. Ben-Veniste. Please pull your mike a little bit closer. Thank 
you. So when this happened, it was on the heels, as I understand 
it, of Mr. Hopkins’ suit being thrown out. It was a Chapter 11 pro- 
ceeding on behalf of his client, Mr. Peacock; is that correct? 

Ms. Hays. That’s right. 

Mr. Ben-Veniste. And that had been thrown out of court? 

Ms. Hays. Right. 

Mr. Ben-Veniste. With prejudice, meaning it couldn’t be refiled 
as a Chapter 11? 

Ms. Hays. Right. 

Mr. Ben-Veniste. That has some serious consequences for one 
who is seeking the protection of bankruptcy court; correct? 

Ms. Hays. Sure. 

Mr. Ben-Veniste. He was upset and he made some statements. 
Who did you hear those statements from? 

Ms. Hays. What statements are those? 

Mr. Ben-Veniste. Attributed to Mr. Hopkins. 

Ms. Hays. The statements that are in the memo are what Mr. 
Hopkins told me, and then I told Lance Miller. 

Mr. Ben-Veniste. Then Mr. Miller wrote the memo? 


2260 


Ms. Hays. Right. 

Mr. Ben-Veniste. So this conversation that you had with Mr. 
Hopkins occurred about how long after Mr. Peacock’s claim was 
dismissed with prejudice? 

Ms. Hays. I don’t know an exact date, but I think within a week 
or two. 

Mr. Ben-Veniste. To what did you attribute Mr. Hopkins mak- 
ing this statement to you? 

Ms. Hays. Some legal posturing, as a lawyer, that he was a little 
bit angry about how things had worked out and he was maybe try- 
ing to intimidate me a little bit. 

Mr. Ben-Veniste. And from your perspective in 

Senator Sarbanes. I’m sorry, I missed that. Did you say that you 
thought he was trying to intimidate you a little bit? 

Ms. HAYS. Yes, sir. 

Mr. Ben-Veniste. At that point, what was your function vis-a- 
vis Mr. Hopkins and his client? 

Ms. Hays. I was the collection officer for Madison. I had referred 
the loan for foreclosure and I worked with the attorneys that were 
foreclosing the loan, the Dixie Continental Leasing loan. 

Mr. Ben-Veniste. When you say that from your perspective — 
and we’ll hear from Mr. Hopkins so that he can set forth what his 
position was at the time — but the result of the bankruptcy, Chapter 
11 bankruptcy petition being dismissed with prejudice meant that 
you were back in business as a collections person? 

Ms. Hays. Right. 

Mr. Ben-Veniste. Trying to collect without Mr. Peacock now 
being able to utilize the protection of the bankruptcy court? 

Ms. Hays. Right. 

Mr. Ben-Veniste. So as you perceived it, Mr. Hopkins was pos- 
turing in trying to intimidate you in some respect, that was in con- 
nection with your collection function; correct? 

Ms. Hays. Right, right. And at the time I was not a lawyer, but 
I am now, and so I sort of recognize probably better now what he 
was doing than I did at the time. 

Mr. Ben-Veniste. What is your perception of what that was? 

Ms. Hays. Just bluffing, I call it, go in and try to make some 
statements and get the other side a little unsure of what their posi- 
tion is. 

Mr. Ben-Veniste. To get you to cut him a little slack? 

Ms. Hays. Right. 

Mr. Ben-Veniste. Mr. Chairman, I have nothing further at this 
point. 

The Chairman. Before I turn to other Members, I think it is im- 
portant to note that the memo in question, which I have just seen 
for the first time dated April 23, 1987 re: Madison v. Peacock , I 
have been informed was released publicly by the House Banking 
Committee in July 1995, so I don’t think we want to create an in- 
ference that somehow some surreptitious leaking of this informa- 
tion took place. But that’s what I have been informed, that it was 
the House Banking Committee and they released a number of doc- 
uments and that this was one of the documents. 
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Mr. Ben-Veniste. My understanding, Mr. Chairman, from Ms. 
Hays’ testimony was that she was questioned about it by a reporter 
prior to the time of this release. 

Ms. Hays. He said he got it from the House Banking Committee. 
He had some other documents too. 

The Chairman. That would comport with what we have been 
told, which was that the House Banking Committee released these 
documents. 

Mr. Ben-Veniste. Whether this was the official release or this 
was a leak is another question, Mr. Chairman. 

The Chairman. But again, I think it’s important that we note 
that the documents, whether they were released publicly the day 
that the reporter came or before or not, came from the House 
Banking Committee and it was not this Committee. 

Mr. Ben-Veniste. It was not from us. 

The Chairman. Yes, was not this Committee. I think that’s fair. 

Mr. Ben-Veniste. I think we’re willing to concede that. 

Senator Sarbanes. I think for the fullness of the record, the 
House hearing in which they made an official public release, the 
first hearing was on August 7th, but this document was out there 
in July. Now, the Chairman is correct to point out that this Com- 
mittee had nothing to do with this, but it does lay out some of the 
pattern of activity of the House Committee. As I understand it, the 
public release of this document which put it out in the public do- 
main took place on August 7th; in fact, it was reported in The 
Washington Post on August 8th, including a picture showing, “a 
staff member carries documents that were distributed to members 
of the media,” the caption says, but this document was out there 
in July, and that’s when Ms. Hays, I gather, was approached — the 
story was in July, I take it? 

Ms. Hays. Yes, I think it was maybe a week or so before the 
story came out. 

Senator Sarbanes. Thank you. 

The Chairman. Senator Mack. 

OPENING COMMENTS OF SENATOR CONNIE MACK 

Senator Mack. I have just a couple of thoughts to pursue, and 
then I will turn it back over to Mr. Chertoff. 

The Chairman. Certainly. 

Senator Mack. I want to engage in a discussion with Ms. Hays 
on the issue about what Mr. Hopkins said. I think the important 
thing here, frankly, is not whether some documents were released 
before someone else may have known about it or frankly what you 
think his motivations to be. My concern is what he said, because 
I think it’s pretty central, at least this discussion I think is pretty 
central to the issues we are pursuing. So again, if you would tell 
me what Greg Hopkins said to you, I believe he was the attorney 
for Mr. Peacock? 

Ms. Hays. That’s right. 

Senator Mack. Mr. Peacock was the head of and had a fairly 
substantial interest in Madison Financial? He was a borrower of 
$50,000 from Madison, and I guess you were engaged in some ac- 
tivities to foreclose on that property? 

Ms. Hays. On the Dixie Continental Leasing loan. 
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Senator Mack. Right. So Mr. Hopkins comes in and says what 
to you? 

Ms. Hays. I don’t know if I can remember everything, but basi- 
cally — and I’ll have to refer to the memo probably to refresh my 
memory. 

Senator Mack. Sure, that’s fine. 

Ms. Hays. That Mr. McDougal had promised to take care of Mr. 
Peacock and that obviously wasn’t going to happen because Mr. 
McDougal was gone. And since we were foreclosing the loan, he 
didn’t feel like he was being taken care of, that things had hap- 
pened with the past administration of Madison, that people were 
going to end up going to prison someday over it, that money from 
the Dixie Continental Leasing loan had gone to Governor Clinton’s 
Gubernatorial Campaign, and that the Governor had been instru- 
mental in getting the State to lease office space from Madison. And 
then he made some comments about the Mitchell firm representing 
Madison, the conflict that he felt that presented. 

Senator Mack. So in essence, he was saying that since Mr. Pea- 
cock had borrowed this money, a part of which went to the Clin- 
ton’s Gubernatorial Campaign, that the Governor would make ar- 
rangements to see that McDougal’s property was leased by a State 
agency, and don’t you understand that this is what we were up to 
and you can’t come back and foreclose? I mean, everybody knew 
that, certainly you didn’t know it but the principals that were in- 
volved did. But again I really shouldn’t put words into your mouth. 
I want to make sure I understand what this attorney for Mr. Pea- 
cock was trying to tell you. 

Ms. Hays. That seems to be what he was saying, but I don’t have 
any way to know whether any of that was true, what the proceeds 
of the loan were used for and whether Governor Clinton had any 
knowledge about anything, if it did in fact happen. 

Senator Mack. You made the comment a minute ago when Mr. 
Chertoff said something like “and you were angry about it,” and 
you said “well, I wasn’t angry, it was an interesting comment.” 
Could you tell me, why do you find it interesting and not angering? 

Ms. Hays. I am not exactly sure what it was he asked me about. 
Greg was very angry when he came in my office. There were a lot 
of 

Senator Mack. I think he was implying that you were upset 
about what you heard. 

Ms. Hays. I wasn’t really upset about it. A lot of interesting 
things went on at Madison, and to me this was just another, you 
know, drop in the bucket. There were all kinds of things going on 
there, and so I don’t know whether any of what Greg told me was 
true or not, but I felt like there was a possibility that some of it 
could be true. 

Senator Mack. OK. 

Mr. Chertoff. 

The Chairman. Let me first go to Senator Murkowski. 

OPENING COMMENTS OF SENATOR FRANK H. MURKOWSKI 

Senator Murkowski. Thank you very much, Mr. Chairman. I ap- 
preciate your recognizing me and I will be very brief because I 
know that Counsel wants to proceed. 
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This will be for Mr. Epes. Before you leased the Madison build- 
ing, there has been a reference to a letter — and I apologize for com- 
ing in late, but I had an energy hearing that I had to conduct — 
that letter was dated October 11, 1983, and indicated an interest 
to rent the building at Brookwood Street in Little Rock. 

Mr. Epes. Yes, sir. 

Senator Murkowski. Did you feel, as I am told by staff, that the 
building did or did not meet the needs of your agency, the Alaska — 
the Arkansas Housing Development? 

Mr. Epes. Occasionally we get my old address, AK, Alaska and 
AR, Arkansas mixed up. 

Senator Murkowski. Yes. Go ahead. 

Mr. Epes. As I recall, the reason — by the way, the Brookwood 
site was raw land at that point. The letter references, “We want 
to see about placement of walls and windows and doors.” And our 
desire was to have a space where we could design the layout and 
select where our various personnel would be without having doors 
and walls in the way when we moved in there. 

To that date, we had not seen such a space. At that point, our 
feeling was that was the only way we could get such a space. As 
it turns out, the Madison building was in fact an old warehouse. 
It had no walls or doors and we ended up being able to get that 
type of space anyway. 

Senator Murkowski. But the building I am referring to would 
meet the needs with the renovation, is that what you are saying, 
or would not? 

Mr. Epes. The Brookwood location? 

Senator Murkowski. That's correct. I want to ask 

Mr. Epes. The building wasn't built. We thought we could build 
a building that would meet our specifications, yes, sir. 

Senator Murkowski. Your concern with the Madison building 
was that it was too small, it was an unsafe neighborhood? 

Mr. Epes. I was not worried about it being too small. It was a 
security problem at this point. 

Senator MURKOWSKI. So you didn’t favor the Madison building, 
that is clear. The record will reflect that. 

Mr. Epes. That's right. 

Senator Murkowski. Let's talk about your meeting with Gov- 
ernor Clinton that occurred sometime in March 1984. You told the 
Governor that your staff didn’t want to work in the Madison build- 
ing because the area was unsafe; is that correct? 

Mr. Epes. Yes, sir. Many. 

Senator Murkowski. What did the Governor say? 

Mr. Epes. He said that area was being redeveloped, that that sit- 
uation would change, and that in fact, he lived in that neighbor- 
hood and he felt like it was good State policy to locate offices in 
that part of town, which is being redeveloped. 

Senator Murkowski. Did you know of any connection the Gov- 
ernor had with Madison or McDougal at that time? Did you have 
any reason to believe there was a connection or involvement? 

Mr. Epes. I knew they were friends. 

Senator Murkowski. Were you sensitive to that in the discussion 
that you were having with the Governor? Did you have that feeling 


2264 


that, well, clearly the Governor has an interest here because he is 
friends with McDougal? 

Mr. Epes. No, sir, I didn’t. 

Senator Murkowski. You didn’t have that background? 

Mr. Epes. I knew the background, but I was not sensitive to it 
because probably wherever we would go, the Governor would have 
known whoever the landlord was. 

Senator Murkowski. Is it unusual for the Governor to be in- 
volved in selection of a building? 

Mr. Epes. No, sir, in fact he chose not to get involved. 

Senator Murkowski. Well, he was at the meeting? 

Mr. Epes. I called the meeting, yes, sir. 

Senator Murkowski. You called it, but the Governor came? 

Mr. Epes. I went to his office. I asked him to overrule one of my 
coequals, you might say, another department head, and the only 
way to get that department head’s decision changed, I felt, was to 
go to our superior. 

Senator Murkowski. That issue was the selection — the pressures 
on you for the selection of the Madison building; is that correct? 

Mr. Epes. I would say 

Senator Murkowski. You wanted to be relieved of that pressure? 

Mr. Epes. It wasn’t pressure. The building services job is to lo- 
cate offices for agencies, and they generally direct those agencies 
where to go. 

Senator Murkowski. They directed your agency to go to the 
Madison building, and you appealed to the Governor not to go to 
the Madison building because of concerns over safety? 

Mr. Epes. Yes, sir. 

Senator Murkowski. That was the purpose of your meeting with 
the Governor? 

Mr. Epes. Right, yes, sir. 

Senator Murkowski. Mr. Mallard stated during the meeting that 
he thought you should rent the building; is that correct? 

Mr. Epes. Excuse me? Rent the space that we occupied, yes, sir. 

Senator Murkowski. Yes. 

Mr. Epes. Yes, sir, right. 

Senator Murkowski. What was your attitude toward that state- 
ment? Were you adamant that the building was not appropriate 
during your meeting with the Governor? 

Mr. Epes. As I recall the meeting, I stated the concern that my 
staff had about being located in that location. As a director of that 
agency, I wanted to have a staff that felt good about coming to 
work in the morning. 

As a matter of fact, I lived eight blocks from there and I was not 
terribly concerned about it myself. 

Senator Murkowski. Did the Governor imply that he still want- 
ed you to rent the building, that he would take care of the security, 
or he would ensure that the area of concern relative to safety was 
taken care of? 

Mr. Epes. I don’t recall what he said about our concern. He — I 
don’t remember. I think possibly he said he would look into that. 
But I do recall that at some point after the meeting, and soon after 
we moved into the building, there was a security guard secured on 
duty during the day while we were there in the building. 
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Senator MURKOWSKI. What occurred during the meeting with the 
Governor that caused you to go ahead and rent the building? 

Mr. Epes. He said he was not going to overrule the decision of 
Mr. Mallard. 

Senator MURKOWSKI. So he basically told you then that your ap- 
peal for the safety of your workers was going to be overruled rel- 
ative to your request, and that indeed the State of Arkansas was 
going to proceed with the Madison building, and that was the end 
of it? 

Mr. Epes. He didn’t put it in those words. I knew enough about 
procedure to know that that was the case, yes. 

Senator MURKOWSKI. Clearly the Governor made the decision? 

Mr. Epes. Well, Mr. Mallard made the decision, yes, sir. 

Senator Murkowski. He was at the meeting with the Governor? 

Mr. Epes. No, sir. 

Senator Murkowski. He wasn’t at the meeting with the Gov- 
ernor. Did the Governor say he wanted you to rent the building? 

Mr. Epes. The Governor said he was not going to overrule Mr. 
Mallard’s decision, that he felt it was good policy. 

Senator MURKOWSKI. The Governor said that he wanted the part 
of the town where the Madison building was located to be ren- 
ovated, but isn’t it true that all government leases in that area 
went to buildings owned by Madison and Jim McDougal? Isn’t that 
a little bit strange, in your opinion? You know the area. You know 
the real estate. 

Mr. Epes. Well, I am not an expert in that field. 

Senator Murkowski. You don’t have to be, and I am not asking 
you that. 

Mr. Epes. There weren’t many pieces of real estate down in that 
part of town that would have been suitable for an agency. Most of 
them were storefronts. This was an old warehouse. 

Senator Murkowski. Is it true that for the most part, the gov- 
ernment leases in that area went to buildings owned by Madison 
and Jim McDougal? 

Mr. Epes. It is true that there were two leases that went to 
them, yes, sir. 

Senator Murkowski. Who scheduled the meeting with the Gov- 
ernor? 

Mr. Epes. I believe I did. It has been too long, I can’t recall. 

Senator Murkowski. The bottom line is after the meeting you 
basically rented a building owned by Jim McDougal? 

Mr. Epes. I am not sure if he owned it individually. Some entity 
that he had an interest in owned the building, yes, sir. 

Senator Murkowski. Thank you, Mr. Chairman. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. But before I do 
that, I understand that this area of Little Rock has improved over 
the years, actually since you went in there on this lease; correct? 

Mr. Mallard. That’s correct, very much so. 

Senator Sarbanes. Would it be accurate to say that the presence 
of the State agency helped to contribute to that taking place, the 
upgrading of the neighborhood? 

Mr. Mallard. I would say totally. 

Senator Sarbanes. This was an old section of town; right. 
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Mr. Mallard. Right, South Main was an old section. 

Senator Sarbanes. It was a section of town in which the Gover- 
nor’s Mansion was located? 
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Mr. Mallard. Right. 

Senator Sarbanes. Somebody told me it was separated from the 
other side of town by a major expressway; is that correct? 

Mr. Mallard. Interstate 630. 

Senator Sarbanes. It is regarded in a sense as sort of the other \ 
side of the tracks; is that correct? 

Mr. Mallard. Probably so. 

Senator Sarbanes. You were dealing with a lower social and eco- 
nomic population in this neighborhood; is that right? 

Mr. Mallard. Yes. 

Senator Sarbanes. Was that the source of your concern about se- 
curity, Mr. Epes? 

Mr. Epes. I want to make it clear it was not my concern. It was 
my staff’s concern. I lived eight blocks from there myself. 

Senator Sarbanes. So you are in that neighborhood yourself? 

Mr. Epes. Yes, sir. 

Senator Sarbanes. Has the neighborhood improved over the 
years? 

Mr. Epes. Yes, sir. I don’t live there any longer. The property 
own there is rental property and the rent has gone up. 

Senator SARBANES. Thank you. 

Senator MURKOWSKI. Mr. Chairman, isn’t the point here simply 
to draw a conclusion that the Governor played a major role in the 
selection of this building? 

The Chairman. Well, I think we have to look at the facts as we 
hear them and as we can establish, I think we can go to conclu- 
sions and reasonable people can draw conclusions from the facts as 
established. I don’t believe, at this point in time, we can say that 
the Governor initiated this, but certainly — and stop the green light, 
please, because I don’t want to impede on the time that should be 
yielded. 

But I am going to make an observation. I think some of the testi- 
mony, as it comes in — and I will ask a couple of questions — is al- 
most disingenuous at this point in time and we will get to it. 

Obviously, someone brought this to the Governor’s attention, and 
he made a decision, and that decision supported the conclusion by 
Mr. Mallard. Now how Mr. Mallard got to that, why they got to it, 
whether or not it was as a result of the relationship that existed 
between the Clintons and the McDougals, reasonable people may 
make their differences on that. 

The value that one places in the recollection of Ms. Hays and the 
memo which outlined the conversation which the attorney for Pea- 
cock in which he came in and made these statements, all of those 
things have to be weighed. 

Then people have to come to a conclusion based upon the rules 
of reason and logic. So, I think that people, some may come to one 
conclusion, some may come to another. 

By the way, it is not difficult to support undertaking a project 
in an area. Governments oftentimes do, to help rehabilitate. I have 
seen that in Long Island and the town of Hempstead where we 
made many efforts in terms of attempting to take space, et cetera, 
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move a court. I know that the county went out of their way to put 
a court facility in the middle of a village that had seen a decline, 
to attempt to bring about revitalization. 

Again, that is one aspect, that is one claim. But you have to 
weigh it all, and that is what we are going to attempt to do. So 
I will ask that the green light go on and yield to Senator Sarbanes. 

Senator Sarbanes. I think we have been sort of circling around 
the bush. This was a black neighborhood, wasn’t it? 

Mr. Mallard. Yes, predominantly, yes. 

Senator Sarbanes. There was an effort to try to revitalize the 

black neighborhood, wasn’t there, by the location of this 

Mr. Mallard. It was an effort to revitalization the Quapaw 
Quarters which incorporated all races. 

Senator Sarbanes. That’s right. And as it turned out, it in fact 
worked, as you say, you think a lot of it because of this; correct? 

Mr. Mallard. That’s correct. All of downtown, not just this area. 
I think we helped all of downtown Little Rock. 

Senator Sarbanes. Thank you. 

Mr. Ben-Veniste. If I may, the testimony doesn’t exactly fit with 
the gloss that some people would like to put on it. Some people 
would like to say that the Governor directed you, Mr. Mallard, to 
, make a decision to select this property. Did that happen? 

Mr. Mallard. I never discussed it with the Governor. The Gov- 
ernor never discussed any leases with me in 4V2 years. 

Mr. Ben-Veniste. So unpleasantly for some people who would 
like to interpret this as being a directive coming from Governor 
Clinton, that is not what happened, was it, Mr. Mallard? 

Mr. Mallard. No, it did not happen. 

Mr. Ben-Veniste. Now with respect to your decision, your deci- 
sion was based on the criteria that you have testified to here today; 
is that correct? 

Mr. Mallard. Correct. 

Mr. Ben-Veniste. It is your testimony, if I understand it, that 
nobody raised with you or pressured you to select the Madison 
property; correct? 

Mr. Mallard. That’s correct. 

Mr. Ben-Veniste. That was your decision to make; is that so? 

Mr. Mallard. That was my decision. 

Mr. Ben-Veniste. Let me go to the second part of that sugges- 
tion, if I may, that the Governor somehow inserted himself in the 
process and directed that this property be the one selected. That 
is not what happened in the appellate process, is it Mr. Epes? 

Mr. Epes. No, sir. 

Mr. Ben-Veniste. Your testimony, if I understand you correctly, 
sir, was that while you conveyed to the Governor’s office the con- 
cern expressed by certain employees in your agency but not held 
by you personally, that you nevertheless felt it appropriate to ex- 
press the concern of certain employees about safety issues. You did 
so, and the Governor, as I understand your testimony, said that, 
3n the basis of all the facts involved, he would not overturn Mr. 
Mallard’s decision. 

Mr. Epes. That’s exactly what happened. 

Mr. Ben-Veniste. OK. Now, you have been asked, Ms. Hays, to 
jive testimony about certain things that are coincident in time to 
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events that are mentioned on the chart which has been displayed 
here, and before we get too far into that, because there is a nota- 
tion on a chart that I see for the first time here, contributions tc 
Whitewater by the McDougals and Clintons, that there is to be 
some discussion of that. 

What I would call to the attention of the Chairman, if I may 
from page 77 of the Pillsbury Madison & Sutro Report adopted b) 
the Resolution Trust Corporation dated December 13, 1995, the fol- 
lowing, 'Therefore, on this record there is no basis to assert that 
the Clintons knew anything of substance about the McDougals’ ad 
vances to Whitewater, the source of the funds used to make those 
advances, or the source of the funds used to make payments or 
bank debt.” 

I would like to cede my time at this point to Mr. Kravitz. 

Mr. Kravitz. Thank you, Mr. Ben-Veniste. 

Mr. Epes, as you may know, next week the Committee is sched 
uled to hold a hearing on some questions relating to bond under 
writing contracts that were awarded by the AHDA, the Arkansas 
Housing Development Authority, and the ADFA, the Arkansas De 
velopment Finance Authority. You are not scheduled to appear al 
next week’s hearing, so I thought we might take advantage of youi 
presence here today to ask you a few questions. 

Just as an introduction, can you tell us, what was the purpos< 
or what were the purposes of those two agencies in raising mone> 
through the sale of municipal bonds? 

Mr. Epes. The Arkansas Housing Development Agency was es 
tablished in 1977 for the purpose of issuing mortgage revenu< 12 
bonds, tax-exempt mortgage revenue bonds for single-family hous 
ing for low- to moderate-income individuals, and also multifamih 
housing revenue bonds for multifamily housing development: ; 
which set aside certain units in those developments for low- t< 
moderate-income tenants. 

Mr. Kravitz. And what about the ADFA, when it succeeded th< 
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Mr. Epes. The ADFA succeeded the AHDA and took over th< 
housing authority powers to issue bonds for those authorities; a: 
well, it was expanded for the purpose of issuing tax-exempt reve 
nue bonds for agricultural business development, first-time farmei 
program, public facilities for the State of Arkansas. We financec 
prisons and some other things like that, and other public facilities 
to be the centralized revenue bond issuer for the State of Arkansas 

Mr. Kravitz. Mr. Chairman, I see that the yellow light is on 
Perhaps we can come back to that? 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. I want to go back to the fundamentals of this 
Ms. Herr, as I understand it, when you began this process in 1985 
of helping Mr. Epes’ agency find space, Mr. Mallard didn’t say tc 
you I want you to confine your looking to this downtown area be- 
cause we want to redevelop it? 

Ms. Herr. No, he did not. 

Mr. Chertoff. So there was no mention when you started out 
on this project that there was some plan to revitalize downtown 
Little Rock and you should focus your attention on it; right? 
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Ms. Herr. Yes, you are right. But there was an unwritten policy 
at that time that when we could, when possible, and when the 
rental rate was satisfactory, we would try to locate agencies in the 
downtown area which did encompass this area. 

Mr. Chertoff. So you solicited from some of the landlords down- 
town to see if they had space; right? 

Ms. Herr. Oh, yes. 

Mr. Chertoff. But Mr. Mallard got involved in this particular 
project when Ms. McDougal came to him and you had a meeting 
with Mr. Mallard and Susan McDougal; right? 

Ms. Herr. That’s when I first knew about it, yes. 

Mr. CHERTOFF. After you had come back to Mr. Mallard with Mr. 
Epes’ agency’s decision not to take the space in McDougal’s build- 
ing, Mr. Mallard told you — and this is your own language — that the 
Governor’s office wanted to have Mr. Epes lease the Madison space 
because of the development of the Quarter area and because the 
McDougals were friends of the Clintons; right? 

Ms. Herr. That’s the way I recall it. 

Mr. Chertoff. Mr. Mallard brought up the friendship between 
the McDougals and the Clintons; right? 

Ms. Herr. Yes, he did. 

Mr. Chertoff. Then you indicated earlier in your testimony that 
there was a second occasion, somewhat later, where Mr. Mallard 
repeated to you the fact that he wasn’t going to consider other pro- 
posals, that the Governor’s office wants us to lease the space and 
that’s the way it’s going to be. You got that from Mr. Mallard; is 
that right? 

Ms. Herr. Yes, I did. 

Mr. Chertoff. Mr. Mallard, do you deny saying that to Ms. 
Herr? 

Mr. Mallard. I cannot remember saying anything like that. 

Mr. CHERTOFF. It could have happened, you don’t remember, or 
it didn’t happen? 

Mr. Mallard. In my mind it did not happen, no. 

Mr. Chertoff. So you dispute Ms. Herr’s recollection of this? 

Mr. Mallard. I do. 

The Chairman. You say it didn’t happen? 

Mr. Mallard. I said it didn’t happen. 

The Chairman. Did Susan McDougal come to you? 

Mr. Mallard. Yes, I’m sure she did. 

The Chairman. Did you tell Ms. Herr, Mr. Mallard, that Susan 
McDougal came to see you? 

Mr. Mallard. I’m sure I did, yes. 

The Chairman. Did she make this up about the fact of the Gov- 
ernor, et cetera, and you weren’t going to change your mind and 
that they were friends, and therefore this is where you were going 
to go, that the Governor wanted this? She just dreamed this up? 

Mr. Mallard. I do not remember saying that at all. 

The Chairman. You have worked with her for a long time, 
haven’t you? 

Mr. Mallard. A long time. 

The Chairman. You don’t think she made this up? 

Mr. Mallard. I’m not sure. 
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The Chairman. You think maybe she made it up? Isn't it more 
likely you are feigning this memory, recollection? You don't remem- 
ber this situation whether or not you told her? You think she just 
dreamed up that the Governor — we are talking about facts and rea- 
sonableness. Now, you really think that she just made this up? 

Mr. Mallard. Senator, people assume things. 

The Chairman. Oh, assume? 

Mr. Mallard. Assume things, correct. 

The Chairman. She may have assumed it on the basis of what 
you told her? jo 

Mr. Mallard. Maybe on the basis of what someone else told her. 

The Chairman. She says you told her. 

Mr. Mallard. I dispute that, yes. 

Mr. Chertoff. When you were asked about this in your deposi- 
tion, at page 44, Mr. Mallard, you were asked this: 

Question: Do you remember any meetings you had with Ms. Vowell or Ms. Herr 
with regard to the lease, the AHDA lease? Did you ever say to her that one of the | 
reasons why you were going forward with the lease was because the McDougals 
were friends of the Clintons and there was a desire to help out the McDougals? 

Answer: No, I don’t specifically remember any conversation like that. You know, 

I am sure it was assumed. You know, everybody assumed that everybody was j 
friends with the Governor. » 

Are you telling us now you actually are positively disputing Ms. 6 
Herr's account, under oath, in deposition and here, that you said 
to her that the reason that you wanted to go forward with this 
lease of the McDougals’ building is because, in part, the McDougals 
were friends of the Clintons? You dispute that? j! 

Mr. Mallard. Yes, I dispute that, yes. 

Mr. Chertoff. Is it a fact, Ms. Herr, that Mr. Epes continued 
to complain to you about that building even after the lease was | 
signed? I p 

Ms. Herr. Yes, he did. ‘j 

Mr. Chertoff. Would you agree with me that during the year 
after that lease in Mr. McDougal's building was signed on April 1, ... 
1984, during that next year, probably every time you talked to Mr. 
Epes he said to you he wanted out of that building? 

Ms. Herr. There were several times that they voiced their com- 
plaints about the building, yes. 

Mr. Chertoff. But then a year later they took more space in the 
building; that's also true? ; 

Ms. Herr. That’s true. 

Mr. Chertoff. As far as you are concerned, Ms. Hays, you don't 
know anything about leases except what you heard from Mr. Hop- 
kins; right? 

Ms. Hays. Right. 

Mr. Chertoff. You do not have any connection with any of the 
other people on the panel in terms of their work on the leases; is 
that right? 

Ms. Hays. That’s right. 

Mr. Chertoff. But you do know that Mr. Hopkins came in and 
he was angry and he told you some things? 

Ms. Hays. Right. 

Mr. Chertoff. He told you about people maybe going to prison? 
Ms. Hays. Right. 

Mr. Chertoff. What was your reaction to that? 
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Ms. Hays. I wasn’t surprised. 

Mr. CHERTOFF. You were not surprised based on what you had 
seen and heard at Madison? 

Ms. Hays. Right. 

Mr. CHERTOFF. What did he tell you about the campaign con- 
tributions, the campaign fundraiser, and the connection with the 
leases? 

Ms. Hays. I believe he said that proceeds from the Dixie Con- 
tinental loan had gone to the Clinton’s Gubernatorial Campaign 
and that Governor Clinton had arranged for the State to lease of- 
fice space from Madison or McDougal. 

Mr. CHERTOFF. In fact, what you told Mr. Miller was an accurate 
statement of what Mr. Hopkins told you; right? 

Ms. Hays. Yes, sir. 

Mr. CHERTOFF. What you told Mr. Miller was that in return for 
;he substantial campaign contribution, Bill Clinton assured Jim 
VIcDougal that a State agency would lease space from Madison at 
ts headquarters on Main Street in Little Rock; right? 

Ms. Hays. I know that is in the memo. I don’t have any reason 
o believe it is inaccurate, but I don’t remember those exact words. 

Mr. CHERTOFF. I understand that, but you do remember telling 
vlr. Miller at the time when it was fresh in your mind, as best as 
rou can recall what happened? 

Ms. Hays. Yes, sir. 

Mr. CHERTOFF. He was your lawyer, so you had no reason not 
o be completely forthright with him? 

Ms. Hays. Right. 

Mr. CHERTOFF. In fact, it is true that unbeknownst to perhaps 
dr. Hopkins that in fact this space was on Main Street; right, this 
.pace we are talking about? 

Ms. Hays. Right. 

Mr. CHERTOFF. And in 1985, there was not only an expansion of 
he rental of the State agency in the main building, but there was 
in additional new lease at the building across the street; right? 

Ms. Hays. Right. 

Mr. CHERTOFF. That new lease, Ms. Herr, that was what had 
)een a gas station? 

Ms. Herr. Yes, sir, it had. 

Mr. CHERTOFF. During your tenure in this period, the only build- 
ngs in this area that the Governor wanted to revitalize that wound 
ip getting State leases were Mr. McDougal’s bank building and the 
;as station across the street that Mr. McDougal owned; right? 

Ms. Herr. In that immediate vicinity, but only six blocks down 
he street was the Dongy Foundation that Mr. Epes had occupied 
pace in before, and there was a large presence of the State in that 
acility. 

Mr. Chertoff. That was longstanding? 

Ms. Hays. Yes, sir. 

Mr. Chertoff. But in terms of getting new leases, in terms of 
his notion we are going to try to revitalize and move some of the 
>tate offices into this particular area, the Quapaw Quarter, the 
nly buildings in that area that wound up getting State leases were 
IcDougal buildings? 
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Ms. Herr. That's true. They were the only ones that came to us 
to develop property. 

Mr. Chertoff. Do you know why the gas station across the 
street was considered a suitable property for the State agency? 

Ms. Herr. No, sir, I don't. 

Mr. Chertoff. You were not involved in that one? 

Ms. Hays. No, I wasn't. 

Mr. Chertoff. Mr. Mallard, do you remember why the gas sta- 
tion was 

Mr. Mallard. I was not involved in that lease. 

Mr. Chertoff. Who did that one for your agency? 

Mr. Mallard. I think that — I believe it was Marsh Patterson. He 
was an agent in the leasing department. 

Mr. Chertoff. In your office? 

Mr. Mallard. In my office. 

Mr. Chertoff. Under your supervision? 

Mr. Mallard. Under my supervision. 

Mr. Chertoff. You don't know about this one? 

Mr. Mallard. Well, of course I signed the lease at the end of it, 
but I think he and the leasing agent for the Revenue Department 
is the one that worked this lease out. 

Mr. Chertoff. Did you know it was a gas station? 

Mr. Mallard. I can't recall any specifics about it at all 

Mr. Chertoff. Now 

Mr. Mallard. — but you can make a gas station into a castle if 
you want to. 

Mr. Chertoff. You can make a silk purse out of a sow's ear. 

Mr. Mallard. If one has enough money, you can do that, that 
is right. 

Mr. Chertoff. The question is why you would choose to do it. , 
You don't deny that you knew the McDougals; right? 

Mr. Mallard. Yes, I knew Jim McDougal for many years. 

Mr. CHERTOFF. Jim McDougal never said to you he had a friend- 
ship with the Clintons? 

Mr. Mallard. You know, I can't recall whether he did or not, but 
I knew he had a friendship with the Clintons. 

Mr. Chertoff. You knew he had a business relationship? 

Mr. Mallard. I didn’t at the time. If I did, you know 

Mr. Chertoff. Did you know that $300,000 worth of lease pay- 
ments over 5 years would go a long way toward improving the bal- 
ance sheet on Mr. McDougal's real estate company there, Madison 
Financial? 

Mr. Mallard. We did not delve into people's balance sheets or 
what it would do for their 

Mr. Chertoff. But you knew, as matter of common sense, that 
when you have a landlord of a commercial building and he is giving 
a guaranteed 5-year lease that is going to total $300,000 that will 
occupy some of his vacant space in an area of the city that people 
don't want to occupy, that will be a dramatic improvement in his 
balance sheet, because that asset, that building will be worth more 
because all of a sudden it is getting rent coming in; right? That is 
just common sense; right? 

Mr. Mallard. I would suppose so, yes. 
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Mr. CHERTOFF. Did you know Mr. McDougal had a business ven- 
ture with the Clintons and that some of what McDougal was doing 
with his money was putting money into that business venture? 

Mr. Mallard. At the time I don’t think I did. 

Mr. CHERTOFF. Looking with hindsight, do you see a financial re- 
lationship or financial benefit here that if Mr. McDougal improves 
his balance sheet, if he has rent income coming in from the State, 
if the examiners see that his real estate operation now has a build- 
ing which has occupancy from a good tenant, you understand how 
that might improve Mr. McDougal’s financial picture and might 
help him continue with his financial operations? Make sense? 

Mr. MALLARD. With anybody we lease with, that was something 
that was sought after, was a State lease. 

Mr. CHERTOFF. It was sought after? 

Mr. Mallard. With everybody, every tenant. 

Mr. Chertoff. I bet a lot of landlords in what Ms. Herr has de- 
scribed as a soft market wanted to get some of those leases? 

Mr. Mallard. It is still that way today, I’m sure. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. The issue of Governor Clinton having a social 
relationship with the McDougals, did that surprise you, Mr. Mal- 
lard? 

Mr. Mallard. Not particularly. He had a social relationship with 
everybody in the State of Arkansas. 

Mr. Ben-Veniste. Ms. Herr, did anybody try to hide the fact that 
the McDougals had a social relationship with the Clintons back in 
1983? 

Ms. Herr. No. 

Mr. Ben-Veniste. When Mrs. McDougal visited your agency, did 
you not meet with her? 

Ms. Herr. Yes, I did. 

Mr. Ben-Veniste. I’m not trying to suggest to you that you may 
have been inaccurate in your recollection, but do you recall whether 
Mrs. McDougal may have mentioned that she and Mr. McDougal 
had a relationship of a social nature with the Governor? 

Ms. Herr. I don’t think that she ever specifically said that to me, 
but Arkansas is a very small State, and it was common knowledge 
that the McDougals were friends with the Clintons. 

Mr. Ben-Veniste. Indeed, if now you are sitting here 13 or 14 
years after the event and someone has said to you oh, the Clintons 
were friends with the McDougals but no one disclosed that to you 
at the time, then you would have been taken advantage of because 
this thing was happening behind the scenes. You see how that 
could go just the other way? 

Ms. Herr. Yes, sir. 

Mr. Ben-Veniste. So, in fact, you knew that the Clintons had a 
relationship, you looked at the economics of the deal, the economics 
of the deal made sense, the location of the deal was consistent with 
a longstanding policy, if I understand you correctly? 

Ms. Herr. That’s correct. 

Mr. Ben-Veniste. About trying to locate in the downtown areas 
where it was feasible. This was a situation where it was feasible, 
was it not, Mr. Epes? 
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Mr. Epes. Yes, sir. 

Mr. Ben-Veniste. On the basis of all of that, the decision was 
made and it was not overturned. 

Now with respect to the gas station, when it was converted to the 
revenue office, as we have heard, it was not a gas station at the 
time it was operating as a revenue office for the State; correct? 

Ms. Herr. That’s correct. 

Mr. Mallard. That’s correct. 

Mr. Ben-Veniste. It was, the piece of property had been a gas 
station and there was a structure, I trust, built on it. If we could 
go back in time and someone had some yellowed newspaper clip- 
ping of the opening of the revenue office in that area, we could see 
what it looked like, I take it? 

Ms. Herr. That’s correct. 

Mr. Ben-Veniste. But, indeed, the revenue office, as we have de- 
veloped in our testimony, wished to move from the location it was 
in, which was not far away from where it relocated to, the renova- 
tions were acceptable and desirable, and they were happy with the 
location; is that correct as far as you know? 

Ms. Herr. Yes, sir. In fact, the other day, just to refresh my 
memory on what that part of the city looked like, I drove by there, 
since I knew I was coming up here, and the revenue office is still 
in that same location. 

Senator Sarbanes. What kind of revenue office was this? What 
do they do in this revenue office? 

Ms. Herr. License plates and driver’s licenses. It is their office 
that deals with the public. 

Senator Sarbanes. It is where the public comes in to be served? 

Ms. Herr. Yes. 

Senator Sarbanes. Are there a lot of such revenue offices across 
the State of Arkansas? 

Ms. Herr. Yes, there are. 

Senator Sarbanes. They are located in order to serve the con- 
stituency? 

Ms. Herr. That’s correct. 

Senator Sarbanes. In fact, if the neighborhood didn’t have one, 
depending on the size of the neighborhood, but they could complain 
that they were not being properly serviced by the State? 

Ms. Herr. They are located in populated areas around the State. 

Mr. Ben-Veniste. So in addition to it moving into a more desir- 
able location than where it existed before, from the standpoint of 
the officers and employees of the revenue office, it was desirable to 
service the residents in that part of town with a revenue office? 

Ms. Herr. Yes. 

Mr. Ben-Veniste. Let me turn, Ms. Hays, to Mr. Chertoff’s last 
line of questions, because I think it is pretty important to look at 
Mr. Hopkins’ statements to you in 1987 about events which he 
claimed to have taken place in 1985, although he wasn’t presum- 
ably a part of those arrangements, but we will question him about 
that. Would you just look at the chart, it shows the Madison fund- 
raiser at the very bottom of that first chart. You see that is April 
1985; right? 

Ms. Hays. I see that, yes. 
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Mr. Ben-Veniste. Everybody knew that the State agency had 
moved into the headquarters on Main Street. 

Ms. Hays. I did not work at Madison until June 1985, so I don’t 
know 

Mr. Ben-Veniste. Presumably people in town knew that the 
housing authority had moved into those quarters. 

Ms. Hays. I assume so. 

Mr. Ben-Veniste. By 1987, memories may have dimmed about 
when exactly they moved in. 

Ms. Hays. True. 

Mr. Ben-Veniste. If there was going to be a quid pro quo, as is 
suggested on page 3 of the memorandum prepared reflecting your 
conversation with Mr. Hopkins, then the contribution, as Mr. Hop- 
kins says, that a State agency would lease space from Madison at 
its headquarters on Main Street in Little Rock in return for the 
substantial contribution made by Mr. Peacock. That’s the import of 
what was said to you; right? 

Ms. Hays. Right. 

Mr. Ben-Veniste. However, the fallacy in such a notion is that, 
while the fundraiser occurred in April 1985, the lease arrange- 
ments that we have been discussing here all morning occurred in 
early 1984; is that correct, Mr. Mallard? 

Mr. Mallard. I would have to refer back to the lease, but I think 
you are right. 

Mr. Ben-Veniste. Am I correct, Ms. Herr, in my recollection that 
the lease was negotiated in late 1983 and signed up in April 1984? 

Ms. Herr. That’s correct. 

Mr. Ben-Veniste. A full year before the contributions that Mr. 
Hopkins is telling you were a quid pro quo; is that right, Ms. Hays, 

( if you accept those dates? 

Ms. Hays. I don’t know that that is exactly right. I think Mr. 
Hopkins was saying that the proceeds from the Dixie Continental 
Leasing loan were what he considered to be the campaign contribu- 
tions by Mr. Peacock, and I don’t know the date that that loan was 
made. 

Mr. Ben-Veniste. If you accept that the contribution was made 
in April 1985, as reflected on the chart that the Majority has pre- 
pared here, you know now, from listening to the testimony, just as 
we know, that the decision to relocate and lease space from Madi- 
son at its headquarters on Main Street in Little Rock occurred a 
full year before. So instead of a quid pro quo, we are talking about 
a quo pro quid. 

Ms. Hays. I don’t know. I don’t know that this April 1985 fund- 
raiser is the only contribution that Mr. Hopkins was talking about. 
But I can’t disagree with what you are saying. 

Mr. Ben-Veniste. If in fact it is, and we will hear from Mr. Hop- 
kins, but since the matter has been raised and pressed again with 
you in the absence of Mr. Hopkins to be examined on it, I thought 
it important to set out the chronology just so you were advised and 
while we have our panel here to talk about the chronology of 
events, what Mr. Hopkins said. And I will read that again, “Mr. 
Hopkins stated that a portion of the loan proceeds made to Dixie 
Continental Leasing went to Bill Clinton’s campaign and that in re- 
turn for the substantial campaign contributions, Bill Clinton as- 
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sured Jim McDougal that a State agency would lease space from 
Madison at its headquarters on Main Street in Little Rock.” That 
was in 1984; the fundraiser occurred a year later in April 1985. 

Ms. Hays. Right. 

Senator Sarbanes. Ms. Hays, at the time that Hopkins called 
you, that was right in the aftermath of having the bankruptcy 
court dismiss the claim with prejudice; is that correct? 

Ms. Hays. That's right. 

Senator Sarbanes. Of course, that then puts you back in the po- 
sition of being able to go after Peacock on this loan; is that correct? 

Ms. Hays. Yes, sir. 

Senator Sarbanes. Now, Mr. Miller says in this memo, which he 
wrote, I take it, to a partner in his firm, on the basis of a conversa- 
tion with you 




Ms. Hays. Yes. 

Senator Sarbanes. He says that he thought that Hopkins was 
severely embarrassed as a result of having the Chapter 11 dis- 
missed with prejudice after he had made representations to his cli- 
ent that everything would be taken care of. Is that the impression 
you had, too, about Hopkins? 

Ms. Hays. Yes, sir, yes. 

Senator Sarbanes. Thank you. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Ms. Hays, again, to go back to this chronology which of course 
we started out with, and I understand again, to be clear, you are 
testifying to what Hopkins told you. You repeated it to Miller, Mil- 
ler made a memo of it. Obviously, you are not in Hopkins’ mind, 
but you gave your lawyer as accurate a rendition of what Hopkins 
told you as you could at the time. 

Let’s go back to the chronology. The original discussion about the 
first lease in the main Madison building occurs in April 1984, and 
we now have some evidence — I guess there is a dispute in the evi- 
dence, but at least we have the testimony of Ms. Herr that she was 
told by Mr. Mallard that the Governor’s office wanted this done in 
1984. And we know from Mr. Epes that there was a meeting with 
the Governor on that. 

Now, we come to 1985, and the dates here get very interesting 
We have the Dixie Continental lease loan, and then we have the 
April 4, 1985 fundraiser. We know from Ms. Herr during that in- 
tervening year that Mr. Epes keeps saying we want to get out ol 
the building, we want to get out of the building. And it doesn’t take 
a great leap of common sense to realize that a landlord who has 
a tenant who is complaining is going to want to take steps to make 
sure that that tenant stays in the building. 

So you have an April 4th fundraiser. On April 9th, 5 days later. 
Mr. Epes’ agency indicates they now want to look for additional 
space. They contact the leasing office and yet, what do you know, 
at the end of the day, they wind up taking that additional space, 
I think it is at a lease rate of about $13,000 additional per year 
in the very same building. So that’s the chronology if we match it 
up against the set of events here. 
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Now let me turn to a different subject for a moment. While you 
were working at Madison, you had some responsibility for super- 
vising or managing the legal work? 

Ms. Hays. That’s right. 

Mr. CHERTOFF. That involved dealing with outside counsel and 
retaining them and generally supervising them? 

Ms. Hays. Right. 

Mr. Chertoff. Did there come a time that you learned that the 
Rose Law Firm was receiving a regular $2,000 a month retainer or 
advance on fees from Madison Guaranty Savings & Loan? 

Ms. Hays. Yes. 

Mr. Chertoff. How did you learn about that? 

Ms. Hays. I think that Greg Young who was the CFO might have 
told me about it. I’m not really certain. 

Mr. Chertoff. The CFO meaning the Chief Financial Officer? 

Ms. Hays. Yes, sir. 

Mr. Chertoff. What was your response? 

Ms. Hays. I can’t remember exactly when I first learned about 
t. I know that, for a time, the Rose Firm did work for Madison, 
50 I didn’t think there was anything unusual about that. Later, 
since I was the one sending out the legal work and I knew I wasn’t 
sending it to the Rose Firm, I questioned why we continued to pay 
;he retainer. 

Mr. Chertoff. When you say “retainer,” you mean the advance 
ees, the regular $2,000 a month fees? 

Ms. Hays. Yes. 

Mr. Chertoff. Who did you raise that question about the pay- 
nent to the Rose Law Firm with? 

Ms. Hays. John Latham. 

Mr. Chertoff. And he was, at that time, what was his position 
vith the bank? 

Ms. Hays. He was CEO and Chairman of the Board. 

Mr. Chertoff. That’s Chief Executive Officer? 

Ms. Hays. Yes, sir. 

Mr. Chertoff. What did Mr. Latham tell you about why this 
noney was being paid to the Rose Law Firm? 

Ms. Hays. He said it was Jim’s — meaning Jim McDougal’s — deal, 
md not to question it. 

Mr. Chertoff. And after that you just didn’t question it? 

Ms. Hays. Not until after Mr. McDougal left. 

Mr. Chertoff. What happened after Mr. McDougal left? Did you 
question it then? 

Ms. Hays. I think it was discontinued. 

Mr. Chertoff. Did you also have occasion from time to time 
vhen Mr. McDougal’s regular assistant or secretary was absent to 
>ccasionally handle Mr. McDougal’s phones? 

Ms. Hays. I did at one time, yes, for a week. 

Mr. Chertoff. Do you remember, did he have any particular ar- 
rangement about certain people being rung through to him directly 
md certain people going through the receptionist? 

Ms. Hays. I don’t really remember. All of his calls I think came 
hrough the secretary and then went to him, I think. 

Mr. Chertoff. How long did you deal with his telephone? For 
vhat period of time? 
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Ms. Hays. One week. 

Mr. CHERTOFF. During that week, did he have any contact with 
Governor Clinton? 

Ms. Hays. I took one or two messages from the Governor’s office. 

Mr. Chertoff. And do you remember what the messages were 
about? 

Ms. Hays. No, sir. I just took name and phone number. 

Mr. CHERTOFF. Finally, let me ask you about that gas station 
across the street which became the revenue office; do you know 
whether an individual named Davis Fitzhugh had a connection 
with that? 

Ms. Hays. I thought he owned it. 

Mr. Chertoff. Mr. Fitzhugh also worked at Madison Guaranty 
Savings & Loan; right? 

Ms. Hays. Yes. 

Mr. Chertoff. Was there a point that Mr. Fitzhugh bought the ; 
building at the request of Mr. McDougal? 

Ms. Hays. I believe that’s correct. 

Mr. Chertoff. Do you know why that was? 

Ms. Hays. No. 

Mr. Chertoff. Now let me show you a memo dated December 
17, 1985, to Davis Fitzhugh from Sue Strayhorn. It makes ref- 
erence again to someone who is looking for space at 1300 Main. Is 
1300 Main where Madison had its headquarters? 

Ms. Hays. No, sir. 

Mr. Chertoff. Was it another Madison building? 

Ms. Hays. Yes, it was a building owned by Madison, a few blocks 
away from the bank headquarters. 

Mr. Chertoff. So that was another McDougal building; right? 

Ms. Hays. I’m not sure it was McDougal, but it was some affili- , 
ated party. : 

Mr. Chertoff. It says here, “Ms. Margaret Carter came by this 
morning to see Jim McDougal, and was referred to him by Bill 
Clinton and Guy Barry. She is interested in leasing space for an 
art studio, possibly upstairs at 1300 Main. She can afford approxi- 
mately $500 per month, plus utilities, for comparable floor space. 

If not at 1300 Main, then something similar.” Do you remember 
people coming by on referrals from the Governor about possibly : 
finding space in Madison building buildings? 

Ms. Hays. No, sir. 

Mr. Chertoff. So you don’t know about this particular incident? 

Ms. Hays. I have never seen this before. 

Mr. Chertoff. Obviously, we are going to be hearing from Mr. 
Hopkins in a very short while. This memo, which was prepared 
based upon what you told Mr. Miller in 1987, when it was fresh 
in your mind — indeed, it has been several years since then — have 
you had occasion in the last year to talk to Mr. Hopkins about this 
particular conversation you had that was later written down in this 
memo? 

Ms. Hays. Yes, I have. 

Mr. Chertoff. When did you talk to him about it? 

Ms. Hays. I can’t remember exactly. It was after the reporter 
came to my home with the memo and I was interviewed for the 
newspaper article, sometime thereafter, and I can’t say whether it 
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was within a few weeks or a few months, I ran into Mr. Hopkins 
at lunch one day and we discussed it. 

Mr. CHERTOFF. What did he say to you? 

Ms. Hays. Well, first, we were kind of talking to each other 
about how we were getting tired of reporters and people bugging 
us about things that happened 10 years ago. I said I couldn’t re- 
member a lot about it. All I told him was that it was probably a 
lot of posturing on your part, and he said yes, that’s right, that’s 
all it was. 

Mr. CHERTOFF. Did he indicate that he remembered having had 
the conversation with you? 

Ms. Hays. Sure. 

Mr. CHERTOFF. Did he indicate he had seen this memo that Mr. 
Miller made of the conversation? 

Ms. Hays. He said that the reporter had brought it to his office 
and tried to make him read it. I’m not certain that he actually com- 
plied with the request. 

Mr. CHERTOFF. Did he deny having had the conversation with 
you about this matter? 

Ms. Hays. No, sir. We talked about it. 

Mr. CHERTOFF. So he clearly indicated at least as of last summer 
that he had a recollection of this conversation? 

Ms. Hays. Yes. 

The Chairman. Let me, if I might, just touch on one thing. There 
comes a point in time when you say to Mr. Latham why are we 
still sending $2,000 a month to the Rose Law Firm; is that right? 

Ms. Hays. That’s right. 

The Chairman. The reason was because you knew that the legal 
work was being done, was being farmed out to others; right? 

Ms. Hays. That is correct, at least what I was doing. Someone 
else could have been sending something else. 

The Chairman. Mr. Latham said to you what, as best as you can 
recall? 

Ms. Hays. It’s Jim’s deal, don’t question it. 

The Chairman. It’s Jim’s deal, don’t question it. All right. 

I want to thank you. But I will note, Mr. Latham and others not- 
withstanding, that we have at least public statements at one point 
in time from Mr. McDougal how this came about, how the retainer 
)f the Rose Law Firm, and then somewhat ambiguous testimony in 
depositions taken from one of the former Rose Law Firm partners 
Jiat the work came via another direction. 

Here we have Mr. Latham indicating to you when he would have 
10 reason to be other than truthful to you at the time, that this 
was Mr. McDougal’s deal and don’t worry about it. I note that is 
/ery compelling, very compelling. 

Senator Sarbanes. 

Senator Sarbanes. I’m just curious, Ms. Hays. Did this reporter 
ust appear at your door with this memo? 

Ms. Hays. He called me first. He is someone I know personally. 
Je was my Sunday school teacher. 

Senator Sarbanes. He is your Sunday school teacher? 

Ms. Hays. He was at the time, yes. 

Senator Sarbanes. He called you and said he had this memo and 
vanted to come talk to you about it? 
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Ms. Hays. Yes, sir. 

Senator Sarbanes. This was in July? 

Ms. Hays. It was June or July of 1995. 

Senator SARBANES. This memo was publicly released by the 
House Committee on August 7th and provided then in a public way 
to the media, and this was well ahead of that date; is that correct? 

Ms. Hays. As I remember, I think he said the date of the news- 
paper article was the end of July. 

Senator Sarbanes. Right. 

Ms. Hays. I was interviewed prior to that, and he brought this 
memorandum with him. 

Senator Sarbanes. Thank you very much. 

Mr. Ben-Veniste. 

Mr. Ben-Veniste. Let me go to this matter, Ms. Hays, that Mr. 
Chertoff brought up about your more recent conversation with Mr. 
Hopkins. The conversation was spurred by the fact that people 
were now questioning you from the media about these events, as 
you say, 10 or more years ago. 

Ms. Hays. Not just now, but had been going on for a couple of 
years. 

Mr. Ben-Veniste. Right. And with respect to the substance of 
what he was reporting to you, he said to you that, in essence, that 
he was trying to get some advantage and he had embellished or ex- 
aggerated or fabricated some information to try to get some advan- 
tage at the time? 

Ms. Hays. I think I sort of said that and he agreed, yes, that’s 
what I was doing. I related to him that’s what I told the reporter, 
and as I told you earlier, now that I’m a lawyer, it seems kind of 
more apparent to me what he might have been doing at the time. 
I told Mr. Hopkins that, and he agreed. 

Mr. Ben-Veniste. And that, coupled with the impossibility of the 
events having occurred in the way that he had described them to 
you back in 1987, leads you to conclude, as you have testified 
today, that indeed he was using some trick or artifice to try to get 
some advantage in his negotiations on behalf of his client. 

Ms. Hays. That’s right. I think there could have been a little bit 
of truth in some of the things he said. Basically I think what you 
just said is what he was trying to do. 

Mr. Ben-Veniste. OK. Let me see if I can clarify the question 
of the termination of the Rose retainer. Now testimony received be- 
fore this Committee from Ron Clark of the Rose Law Firm was 
that the Rose retainer and the Rose representation was terminated 
because the Rose Firm wanted to be able to bid on FSLIC work, 
and in order to do that, the FSLIC had some guidelines which pre- 
cluded their attorneys from simultaneously representing savings 
and loans. 

So the testimony was that the law firm terminated the relation- 
ship with Madison Guaranty Savings & Loan and indeed refunded 
the balance of the retainers that it had received. I think it had re- 
ceived $24,000 and had billed out something like $21,000 up to 
that point. 

It is also my recollection, from the testimony we have received 
here before, that the determination by the Rose Law Firm to end 
the relationship was made prior to the time Mr. McDougal left the 


2281 


savings and loan. Further, we have the benefit of the Pillsbury 
Madison & Sutro Report, adopted by the FDIC dated February 25, 
1996, at page 137 which says, “In any event, apparently the return 
of the retainer had nothing to do with the removal of Messrs. 
McDougal and Latham by the FHLBB.” 

Now does that combination of events refresh your recollection in 
any way in terms just of the chronology of what occurred? 

Ms. Hays. I have heard all that you have said before, and I don't 
agree with it. My recollection of it is that Madison asked to have 
the retainer funds that were at the Rose Firm returned to Madison. 
I worked at the Rose Firm following Madison, so I have had a 
checkered and notorious past, but at any rate, I know my recollec- 
tion differs from theirs. I have talked with Ron Clark about it and 
others at the firm. My recollection is that Madison asked to have 
the funds returned. 

Mr. Ben-Veniste. You think that that occurred after McDougal 
had left? 

Ms. Hays. Yes, sir, after Mr. McDougal left. I had been told prior 
to that that it was his deal. After he left, I think I took steps to 
make sure his deal was no longer going to take place. 

Mr. Ben-Veniste. I don't think there is any question in terms of 
who made the decision to hire the firm. Mr. Latham, and every- 
body else that I know of who has testified about this, indicated that 
the ultimate decision about which lawyers to hire was McDougal's 
and that Mr. McDougal, in fact, made that decision. So, I don't 
think there is anything in dispute about that. Do you want to bring 
up the issue of Mr. Epes? 

Senator Sarbanes. Mr. Chairman, Mr. Epes is here today and he 
headed ADFA for a considerable period of time; that's correct, isn't 
it, Mr. Epes? 

Mr. Epes. Yes, sir. 

Senator Sarbanes. Now some of the inquiry next week is going 
to get into ADFA’s bond underwriting, which Mr. Epes, I take it, 
was involved with as the head of ADFA. Well, he is here, we could 
go ahead and ask him about it now, or if the Chairman chooses not 
to, then I certainly think he ought to come back and be with us 
when we explore that question. 

The Chairman. I don't know if he has been asked to come back, 
but certainly I think that it would be reasonable to have him when 
we are undertaking a review of that aspect. I have no problem, no 
difficulty, and I would hope that, Mr. Epes, you would be available 
for us if the Minority makes that requests. 

Senator Sarbanes. Are you available next week? 

Mr. Epes. I’m available after — I’m only available for a portion. I 
have a bond closing on the 30th. I leave town on the 2nd. I would 
be available on the 1st. 

The Chairman. Why don’t we attempt to work that out. 

Senator FAIRCLOTH. Mr. Chairman, I had questions on that now. 

The Chairman. I am not going to preclude the Senator from rais- 
ing a question on that. But before you do I want the record to be 
clear on something, because I think it is important. I have heard 
more excuses for the manner in which the Rose Law Firm was re- 
tained, and we went through this whole thing very carefully, pains- 
takingly, and it just seems to me that people went out of their way 
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to almost recreate the manner in which the business went to the 
Rose Law Firm. 

The fact of the matter is that Jim McDougal in his public state- 
ments — they have been published many times — indicates quite 
clearly that the then-Governor asked him to send some business to 
the Rose Law Firm. I don't see anything wrong in that. 

But all of a sudden for people to make this incredible thing 
where they dig out this short-term partner, Massey. Massey first 
doesn't believe he brings it in, then he begins to try to say, yes, I 
did it with Latham. And then we hear the testimony from this wit- 
ness today, Ms. Hays, who says when she brought up the question 
of the retainer, Latham said listen, this is McDougal's deal. 

I think it is important, very important. I think for whatever rea- 
son the people went into this huge subterfuge, for the life of me, 
I don't understand what would be so terrible if the then-Governor 
did go and say to his friend, by the way, my wife is working at this 
law firm, she could use some business. 

But what I do find a very troubling aspect is why not tell the 
truth about it? Why? That's what creates problems. I have to tell 
you in my judgment, after having heard the witnesses before and 
then hearing this witness who has no reason other than to say this 
is what happened, this is what the man said. She didn't make that 
up. I think a lot of other people stretched. They went to great 
lengths to stretch to find out ways in which the business came. 
This fellow, he used to take an accounting course and he went and 
said to them and that's how the business came. That is total non- 
sense. I mean, that’s just total nonsense. I make that observation. 
Why deny something that is no big deal? I have seen this repeat- 
edly and that's my observation. 

Senator Faircloth. 

Senator Grams. Mr. Chairman, can I make a comment, quickly? 

The Chairman. Certainly, Senator Grams. 

OPENING COMMENTS OF SENATOR ROD GRAMS 

Senator Grams. I just wanted to follow up on that, because lis- 
tening to the testimony, you know, there’s a lot of troubling aspects 
about it. I just wanted to summarize some of the issues I’m think- 
ing of. 

On the issue of the leases, we know the following from the testi- 
mony that Mr. Epes did not want the leases in the Madison build- 
ing. Ms. Herr testifies under oath that, despite Mr. Epes’ objec- 
tions, she was told by Mr. Mallard that the Madison lease would 
go through because of Governor Clinton's friendship with Jim 
McDougal. 

Mr. Mallard, a friend of Mr. McDougal, however disputes Ms. 
Herr's testimony. And despite Mr. Epes’ appeal to Governor Clin- 
ton and his continued complaints about the adequacy of the space, 
Madison landed, not just one lease agreement but three. 

Ms. Hays testifies that Mr. Hopkins told her that money from 
Madison went to the Governor's campaign in exchange for assur- 
ances from the Governor to McDougal that a State agency would 
lease space from Madison, and again we look back, not only one, 
but three. 
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What troubles me is the recurring pattern that we are seeing of 
favors being exchanged between then-Governor Clinton and Jim 
McDougal, Bill Clinton holding the key of influence with State 
agencies and tax dollars, Jim McDougal holding the other keys of 
campaign contributions and appointments and opportunities for 
person financial gain. 

So today’s testimony, Mr. Chairman, is only one more example 
of this influence pedaling that occurred between the McDougals 
and then-Governor Clinton. So I just wanted to make those com- 
ments and to go along with what you had said about some of the 
concerns that we have. 

The Chairman. Thank you, Senator. 

Senator Faircloth. 

Senator Faircloth. Thank you, Mr. Chairman. 

Mr. Epes, there’s been a lot written about ADFA. The Rose Law 
Firm did work for ADFA? 

Mr. Epes. Yes, sir. 

Senator Faircloth. Who decided to hire the Rose Law Firm? 

Mr. Epes. The Rose Law Firm was hired as bond counsel for the 
Multifamily Housing Bond Program in April 1983 by the Board of 
Directors at that time. At that point it was the Arkansas Housing 
Development Agency. 

Senator Faircloth. The Board of Directors decided? 

Mr. Epes. Yes, sir. I was employed later that year, so at that 
point they were already employed. 

Senator FAIRCLOTH. Rose was there when you got there? 

Mr. Epes. For that one bond program, yes, sir. 

Senator FAIRCLOTH. But they continued to do work? 

Mr. Epes. They were continuing on that program. I don’t recall 
what other bond issues they served as bond counsel for. 

Senator FAIRCLOTH. But they continued to be the attorney for 
ADFA? 

Mr. Epes. Clearly, no, sir, we didn’t have a general counsel, first 
of all. Whenever we did a bond issue we would have a bond coun- 
sel. Most of our bond business was done in the single-family hous- 
ing bond area, and there was another firm that was bond counsel 
for that program. 

Senator FAIRCLOTH. Did you have a deal with the First Lady, 
Hillary Clinton, or Webb Hubbell when you were at ADFA? 

Mr. Epes. No, sir. 

Senator Faircloth. Did not. No one from the Governor’s office 
ever suggested that the Rose Law Firm would be the firm of choice 
for ADFA? 

Mr. Epes. No, sir. 

Senator Faircloth. Not to you? 

Mr. Epes. No, sir. In fact, they had done extensive business for 
the agency from 1978 forward when it was first created. 

Senator Faircloth. Was it any of the board members from 
ADFA that suggested the hiring of the Rose Law Firm? Do you 
know whether they ever raised any money for Clinton’s campaign 
or not? 

Mr. Epes. I don’t know 

Senator Faircloth. Do you know or have you ever heard that 
they did? 
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Mr. Epes. It wouldn’t surprise me if they did. 

Senator Faircloth. But 

Mr. Epes. I don’t know specifically, I can’t tell you. 

Senator Faircloth. Mr. Epes, Dan Lasater’s company received 
13 bond underwriting contracts from ADFA which netted his com- 
pany something like $1,600,000 in fees. It’s a pretty small oper- 
ation. Would you say that that amount of work was very high in 
comparison to the size of his company? 

Mr. Epes. No, sir. 

Senator Faircloth. You would not? 

Mr. Epes. In fact, the 13 bond issues you are referring to, Dan 
Lasater’s company was merely a co-manager of those financings. In 
each of them, there were somewhere in the range of four to six, 
maybe as many as seven different investment banking firms in- 
volved in those transactions. They were not the firm that put the 
bond deals together. They were not the ones that did the structur- 
ing of the bond issues. They were allowed to sell some of the bonds 
that were involved in those bond issues. 

Senator Faircloth. Who decided whether Lasater’s firm should 
be chosen or not? 

Mr. Epes. They were selected in the spring of 1983 for co-man- 
ager status. 

Senator Faircloth. By whom? 

Mr. Epes. By the Board of Directors of the Arkansas Housing De- 
velopment Agency. 

Senator Faircloth. Did anybody from the Governor’s office ever 
talk to you about Lasater or Lasater getting work from ADFA? 

Mr. Epes. No, sir. When I started there in September 1983 

Senator Faircloth. He was already on? 

Mr. Epes. He was already on, yes, sir. 

Senator FAIRCLOTH. We’ve heard a lot about a man named Larry 
Nickels. He worked with your firm, with ADFA? 

Mr. Epes. I hired him in May 1988 and I fired him in September 
1988. 

Senator FAIRCLOTH. Would you tell me why? 

Mr. Epes. He’s a pathological liar. 

Senator Faircloth. That’s adequate reason. 

[Laughter.] 

Do you have any knowledge that any of the profits from ADFA 
ever came under control of the Governor or the Governor’s office? 

Mr. Epes. No, sir, they never did. Our funds were held almost — 
almost all of the funds were held by trustees, each bond issue had 
a separate trustee that held those funds. We had general funds of 
the agency that probably represented a very small percentage of all 
of the funds controlled by the agency. 

On an annual basis, we had an audit — our financial statements 
were audited by nationally recognized auditing firms, and those au- 
dits were published. They had to ascertain that these funds were 
handled according to the way that the bond issues were structured 
that set that out, and that the funds that we had in our general 
fund were to have been administered according to State law. 

Senator Faircloth. Mr. Chairman, I have no further questions. 

The Chairman. Senator Sarbanes, if you have 

Senator Sarbanes. I just have two observations, Mr. Chairman. 
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The Chairman. Sure. 

Senator SARBANES. First, I gather from our previous discussion 
that Mr. Epes will return on the 1st and participate in that panel. 

The Chairman. Yes, we will have that arranged so that we will 
attempt to make it a relevant day for Mr. Epes to appear, and if 
that works with his schedule. 

Mr. Epes. Yes, I appreciate you accommodating that day for me. 

The Chairman. Sure, absolutely. 

Senator, do you have another observation? 

Senator Sarbanes. I listened to Senator Grams with great care, 
as I always do, and I simply want to say for the record that I don’t 
think many of the assertions he made in his statement were really 
supported by the testimony of the witnesses here today. In fact, 
Ms. Hays, just to be very specific, all that material in the memo, 
you don’t know any of that firsthand. It is based on a report from 
you of a conversation that you had with Hopkins? 

Ms. Hays. That’s correct. 

Senator Sarbanes. You don’t know the truth or falsity of any of 
that, you just relayed what Hopkins said? 

Ms. Hays. That’s correct. 

Senator SARBANES. But in the statement that I heard, it was 
really attributed to you and I don’t think that’s 

Ms. Hays. That’s not true. This is just a memo that recollects 
what Greg Hopkins told me. 

Senator Sarbanes. That’s not fair to you. 

Senator Grams. Mr. Sarbanes 

Senator Sarbanes. Also on the award of the contract, Mr. Mal- 
lard, I take it certainly a reason you gave was this policy of trying 
to help upgrade a neighborhood, what Ms. Herr referred to as an 
unwritten policy of the agency; is that correct? 

Mr. Mallard. Right. It was a policy of the State Building Serv- 
ices to go downtown any time that we could with a lease. 

Senator SARBANES. Thank you. 

Senator Grams. Mr. Chairman, I just wanted to clarify, I did see 
in my notes here that Ms. Hays testified that Mr. Hopkins told her 
that the money from Madison went to the Governor’s campaign. I 
didn’t say that she had said it. 

Senator Sarbanes. Then I stand corrected. I listened at the time 
and I didn’t catch the reference to Mr. Hopkins, so if that’s the 
case, I apologize to my colleague. I thought it was being put as her 
statement and I want to be very clear, it was not her statement. 
The Chairman. Let me 

Senator Sarbanes. Of course, we do have the fact that the chro- 
nology again a point, and I’m not sure if the Senator was here at 
the time, that the lease was a year before the fundraiser. The fund- 
raiser was not before the lease, but we’ll develop that point in our 
interpretation. 

The Chairman. We are now doing our summations. 

Senator Sarbanes. That’s right, I agree. 

The Chairman. Which will all appear on June 17th in our report, 
but I have to make an observation with respect to the witnesses 
and their testimony. We are deeply appreciative of your appearance 
and the cooperation you have given. 
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Mr. Mallard, when you say that you don’t remember and then 
you go even further — and I’ll paraphrase your testimony — that it 
didn’t take place, I just have to tell you something. What you have 
done, I think, in terms of that testimony, is just not acceptable. I 
mean, it’s wrong. It’s not right. It’s not the right thing. 

You put Ms. Herr in a position where you would actually say 
that she has for some reason created this. I think she’s testified to 
the best of her ability. She has given some testimony that was to- 
tally supportive, for example, of the gas station that is still there 
and is used as a revenue thing. I mean, she’s told it the way it is 
and the way it happened. This is very troubling. For the life of me, 
I don’t understand why. It’s not credible, at least to this Senator. 

Now somebody else may choose to interpret it in a different way, 
but I want to tell you something. You ask most reasonable people 
and you’re going to find, I believe, that your testimony as it relates 
to the fact that you did indicate that, you know, the Governor 
wanted this in sum and substance to Ms. Herr, she wouldn’t try 
to make that up. She just wouldn’t do that. She’s testified truth- 
fully, and I want to commend her. It’s not easy. All we are trying 
to do is get the facts here. 

Ms. Hays, I want to commend you. I think that you testified in 
a straightforward way and the best you could. And we appreciate 
it when people are candid with us. But I just want you to know, 
Mr. Mallard, that’s my observation. 

Senator Sarbanes. Mr. Chairman, I would like to be heard on 
that. 

The Chairman. Again, Ms. Herr has no reason to make this up. 
I’m sure she didn’t find it pleasant and I’m sure she didn’t relish 
coming here and putting this out as she had. So I just think that 
it’s a very troubling thing to this Senator to find that first you 
would say you have no recollection and then you went even one 
step further and say it didn’t happen. That’s a terrible thing. It’s 
not right. I just share that. 

Go ahead, Senator. 

Senator Sarbanes. Mr. Chairman, I think the fact that two wit- 
nesses have differing recollections ought not then to be escalated 
into an assertion that one is accusing the other of lying. In fact, 
Mr. Mallard was pressed very hard by the questioning that came 
from that side on this issue, and he tried, I thought, to respond as 
best he could under the circumstances, but I don’t think that the 
fact that he recalls it differently from Ms. Herr represents that he 
was asserting that she was lying or vice versa, for that matter, and 
I just think the record ought to show that. 

The Chairman. I just say if one looks at the deposition here, 
Mike O’Callaghan, he spoke to Ms. Herr, pages 141 to 146, he says: 

Question: When you brought the objections from Mr. Epes to Mr. Mallard’s atten- 
tion, you mentioned earlier that again, the sentiment was expressed that the Gov- 
ernor’s office wanted to lease that space; is that right? 

Answer: Yes. 

Question: And there was mention that the McDougals and Clintons were friends; 
is that right? 

Answer: Yes. 

Question: And that Mr. Mallard was friends with the McDougals? 

Answer: Yes. 
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Question : OK. And with regard to Mr. Mallard and yours and Mrs. McDougal’s 
meeting, was that a first attempt by Madison to make a bid on getting the leasing 
contract? Would you say that was the first attempt? 

Answer: Yes. 

Mr. Mallard, you knew Mrs. McDougal, didn’t you? 

Mr. Mallard. I knew Mr. McDougal very well, yes. 

The Chairman. What about Mrs. McDougal? 

Mr. Mallard. I got acquainted with her sometime in 1983. 

The Chairman. She came to see you on this? 

Mr. Mallard. Sure she did, yes. 

The Chairman. I have no further questions. I want to thank the 
witnesses. We stand in recess until 2:00 p.m. Thanks particularly 
to Ms. Hays and Ms. Herr. We thank you all. 

[Whereupon, at 12:41 p.m., the hearing was recessed, to be recon- 
vened at 2:00 p.m. this same day.] 
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AFTERNOON SESSION 

The Chairman. Could I ask you all to stand for the purposes of 
taking the oath. 

[Witnesses sworn.] 

The Chairman. Til ask all of the witnesses, we’ll start with Mr. 
Peacock and then work on over. 

Mr. Peacock, do you have a statement that you would like to give 
to the Committee before we start? Anything you would like to say? 

SWORN TESTIMONY OF CHARLES J. PEACOCK 
FORMER MEMBER, BOARD OF DIRECTORS 
MADISON GUARANTY SAVINGS & LOAN 

Mr. PEACOCK. Yes, sir. This Committee has messed me up for 
about 2 months’ working. I work as a consultant, and I am a con- 
tractor. You folks would call me and say we want you Monday or 
we want you Tuesday and then Tuesday call up and say we want 
you Wednesday, and then you call up, no, we’re going to put it off 
until next week. And I really personally think Bill Clinton ought 
to give you a big hug because you sure helped him out in our coun- 
try and the country where I travel at, as a working man. 

The Chairman. Thank you very much, Mr. Peacock, for your ob- 
servation. 

Mr. Hopkins. 

SWORN TESTIMONY OF GREGORY M. HOPKINS 
THE HOPKINS LAW FIRM 

Mr. HOPKINS. I am here to take the Committee’s questions, your 
Honor. 

The Chairman. Mr. Miller. 

SWORN TESTIMONY OF LANCE RANDELL MILLER, PARTNER 
MITCHELL, WILLIAMS, SELIG, GATES & WOODYARD 

Mr. Miller. No comment. 

The Chairman. Would you like to move over there? 

Mr. Miller. Are you having trouble hearing me? 

The Chairman. Why don’t you move your chair over a little 
more. That’s it. So you can — and pull that up in front of you. 

Mr. Miller. What are we trying to accomplish here? 

The Chairman. Mr. Miller, I would like you to just pull the 
microphone up in front of you so that we can — that’s what we are 
trying to accomplish, that’s all. 

Mr. Miller. OK. I was not understanding what you wanted me 
to do. 

The Chairman. Mr. GiufTra. 

Mr. Giuffra. Thank you, Mr. Chairman. 

Good afternoon, panel. 

Mr. Miller, I would like to begin with you, sir, if I might. Now, 
you’re a member of the Mitchell, Williams’ law firm in Little Rock; 
correct? 

Mr. Miller. That’s correct, Mitchell, Williams, Selig, Gates & 
Woodyard. 

Mr. Giuffra. And you began representing Madison Guaranty in 
the late 1980’s; is that correct? 

Mr. Miller. The firm 
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Mr. Giuffra. You personally. 

Mr. Miller. I was a member of the firm, so the representation 
would be the firm’s representation, and I would be doing the work. 
Best I can recall, my involvement started in late 1986. 

Mr. Giuffra. You were a collection lawyer for Madison Guar- 
anty? 

Mr. Miller. That’s correct. 

Mr. Giuffra. Meaning that you were foreclosing on bad debts 
and unpaid loans for Madison? 

Mr. Miller. That’s correct, foreclosing and repossessing; foreclos- 
ing would apply to real estate, repossession of personal property. 

Mr. Giuffra. Now in late 1986, your primary contact at Madison 
was someone by the name of Patricia Heritage and now Hays? 

Mr. Miller. That’s correct, Pat Hays. 

Mr. Giuffra. She was a workout officer at Madison Guaranty? 

Mr. Miller. That’s correct. 

Mr. Giuffra. You would agree Ms. Hays has a good reputation 
for honesty? She’s been honest with you in her dealings? 

Mr. Miller. As far as I know, in all my dealings, yes, sir. 

Mr. Giuffra. She’s not someone who would ordinarily make up 
false allegations? 

Mr. Miller. No, sir, I wouldn’t say that. 

Mr. Giuffra. Do you recall working on a matter for Madison in- 
volving the Peacock brothers? 

Mr. Miller. Yes, sir. 

Mr. Giuffra. If we could put up on the Elmo the document that 
I have marked as No. 1, which is the April 21, 1987, handwritten 
conference memo that you prepared. Do you recall preparing this 
document? 

Mr. Miller. This is my document, yes. 

Mr. Giuffra. Do you recall preparing it on April 21, 1987? 

Mr. Miller. Yes, I prepared this document on April 21, 1987. 

Mr. Giuffra. And this is notes of a telephone conference you had 
with Ms. Heritage; right? 

Mr. Miller. That’s correct. 

Mr. Giuffra. And the time is 2:05 p.m.; correct? 

Mr. Miller. Correct. 

Mr. Giuffra. Your best recollection is that Ms. Heritage Hays 
called you; correct? 

Mr. Miller. Yes, to my best recollection, she called me. 

Mr. Giuffra. She was reporting on a conversation that she had 
with Mr. Hopkins, who is sitting to your right? 

Mr. Miller. That’s what she told me, yes. 

Mr. GIUFFRA. He was a lawyer for the Peacock brothers? 

Mr. Miller. I think the official corporate entity was something — 
was something like I don’t remember, Peacock Brothers, Inc. doing 
business as something. There was an official corporate entity that 
had filed Chapter 11, yes. 

Mr. Giuffra. You knew Mr. Hopkins; correct? 

Mr. Miller. That’s correct. 

Mr. Giuffra. You had been litigating with Mr. Hopkins on the 
bankruptcy court? 

Mr. Miller. On other cases as well as this case, yes. 
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Mr. GlUFFRA. On April 8th, which would be about 2 weeks before 
the conversation that Ms. Hays was reporting on, you had obtained 
the dismissal of Peacock’s Chapter 11 proceeding with prejudice? 

Mr. Miller. We had filed — on behalf of Madison, we had filed a 
motion to dismiss or to convert. My recollection is that the judge 
gave the debtor the opportunity to either convert to a Chapter 7 
or dismiss with prejudice. The debtor as I recall chose to have their 
Chapter 11 dismissed with prejudice, but yes, it was ultimately dis- 
missed. 

Mr. Giuffra. Your recollection would be Mr. Hopkins was not 
happy about the result of what the judge’s order had done? 

Mr. Miller. My recollection is he was not happy. 

Mr. Giuffra. Why would he not have been happy? 

Mr. Miller. He felt like he needed to stay in Chapter 11 for an 
opportunity to reorganize the debtor and that opportunity had been 
taken away from him. 

Mr. Giuffra. You could now go after the debtor’s assets; correct? 

Mr. Miller. In State court, correct. There was no automatic stay 
in place. 

Mr. GlUFFRA. Ms. Heritage called you right after she got off the 
phone with Mr. Hopkins; is that right? 

Mr. Miller. To the best of my recollection, yes, sir. 

Mr. GlUFFRA. Did she indicate any state of surprise or shock that 
Hopkins had called her? 

Mr. Miller. My impression was yeah, she was kind of shocked 
that he had called her directly. 

Mr. Giuffra. That was because she was a represented party? 

Mr. Miller. That’s correct. She was the client. 

Mr. Giuffra. And you should typically contact lawyer to lawyer? 

Mr. Miller. That’s correct. 

Mr. GlUFFRA. Now if we could just turn to your notes which we 
have up on the screen, I just want to direct your attention to what 
is in yellow. Let me just read the first thing I have marked in. 
“Dixie loan went to Clinton campaign, signed lease to State.” Do 
you recall writing that down? 

Mr. Miller. Yes, sir, I did write this down. 

Mr. Giuffra. What was Ms. Heritage relating to you when she 
said, “Dixie loan went to Clinton campaign, signed lease to State”? 

Mr. Miller. As reflected in the next document, No. 2, that goes 
into a little more detail, adds to my recollection of it, but it was 
an allegation that there was a loan made from Madison to Dixie 
Continental Leasing and that part of those loan proceeds went to 
the Clinton campaign and as a result of that campaign contribu- 
tion, the State had signed a lease from a McDougal or a Madison- 
related entity. 

Mr. Giuffra. Mr. Peacock, if I could ask you a quick question, 
you were the President of Dixie Continental back at that time? 

Mr. Peacock. Right. 

Mr. Giuffra. That was your company? 

Mr. Peacock. That’s right. 

Mr. Giuffra. The next line in the memo, Mr. Miller is, “Alot of 
people going to prison!!” What was Ms. Hays trying to indicate to 
you by that statement? 
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Mr. Miller. That was a statement Mr. Hopkins allegedly made 
to Ms. Hays that as a result of the Dixie Continental Leasing 
transaction and the State corresponding lease, was such a trans- 
action that it would ultimately result in people going to prison. 

Mr. Giuffra. So it would be this transaction whereby a Dixie 
loan went to the Clinton campaign in exchange for State leases? 

Mr. Miller. That was the allegation as reported to me, and I 
wrote it down. 

Mr. Giuffra. Now below that there’s a reference, “Greg going to 
get out!! Too dirty.” What was the reference meaning there? 

Mr. Miller. Again, with the transaction noted above and all of 
these things, my recollection is the allegations were going to be so 
outstanding that Greg was stating to Ms. Heritage allegedly that 
he was not sure if he even wanted to stay in as counsel for the Pea- 
cocks, that it may get too dirty and he was considering resigning 
as the attorney of record. 

Mr. Giuffra. Now down at the bottom of your notes it says, 
“McDougal told Peacock that JGT and McDougal would take care 
of Peacock.” What was Ms. Heritage Hays relating by that state- 
ment to you? 

Mr. Miller. That was about the fifth or sixth excuse or reason 
why that maybe Madison should back off in this foreclosure pro- 
ceeding, is my perception of the allegations being made, but that 
was simply a statement Mr. Hopkins allegedly made to Ms. Hays, 
was that Peacock was saying that JGT stands for Jim Guy Tucker. 

Mr. Giuffra. And he was your partner at the law firm; correct? 

Mr. Miller. He was a partner and I was an associate; but yes, 
we were members of the same firm, that there somewhere was al- 
leged to be a promise that Jim Guy and McDougal would take care 
of Peacock. That was simply the statement made and I wrote it 
down. 

Mr. Giuffra. After this conversation with Ms. Hays, you went 
and spoke to Jim Guy Tucker at the firm? 

Mr. Miller. There was an intervening discussion with another 
member of my firm by the name of Tim Grooms, then Mr. Grooms 
and I went and discussed these allegations with Mr. Tucker, is that 
correct. 

Mr. Giuffra. Now in April 1987, were you aware that Jim Guy 
Tucker was a friend of Mr. McDougal? 

Mr. Miller. I was not then and am not today. 

Mr. Giuffra. At the suggestion of Mr. Tucker, did you draft a 
memo to John Selig? 

Mr. Miller. John Selig, yes, sir. 

Mr. Giuffra. He was another senior partner at your firm? 

Mr. Miller. That’s correct. 

Mr. Giuffra. And that memo, which we will turn to, document 
No. 2 in your packet, that’s dated April 23, 1987. Do you recall 
when you dictated this memo or prepared the memo? 

Mr. Miller. It’s my recollection that I would have dictated this 
memo on the 21st contemporaneous with the phone call, imme- 
diately following the phone call and my meeting with Jim Guy. It 
would have taken my secretary some time to type it, get it back 
to me in draft form. I would have made any revisions and then it 
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would have been finalized on April 23rd, so it all occurred the 21st, 
22nd and 23rd. 

Mr. Giuffra. Why did Mr. Tucker want you to write this memo 
to Mr. Selig? 

Mr. Miller. As stated in the memo, he said if there's any doubt, 
if somebody is making allegations, put it down in writing and pass 
it on to John Selig. 

Mr. Giuffra. Now this memo is an accurate transcription of 
what Ms. Hays told you on the 21st; correct? 

Mr. Miller. To the best of my luiowledge and recollection, yes, 
the actual phone minutes are my abbreviated version of what was 
said. The memo puts a little more meat on that skeleton and 
fleshes out what we talked about, yes, sir. 

Mr. Giuffra. And you viewed yourself in preparing this memo 
as acting as sort of a stenographer? 

Mr. Miller. That's correct. 

Mr. Giuffra. Let's turn to what is actually listed as page 3 of 
the memo but is in actuality page 2 of the memo, the next page. 
If I could direct your attention to the second full paragraph, and 
I'll just read it into the record and then we'll discuss it. 

Mr. Hopkins stated that a portion of the loan proceeds made to Dixie Continental 
Leasing went to Bill Clinton’s campaign and that in return for the substantial cam- 
paign contribution, Bill Clinton assured Jim McDougal that a State agency would 
lease space from Madison at its headquarters on Main Street in Little Rock. 

Did you consider this to be a serious allegation? 

Mr. Miller. I don't know how you would define “serious," but 
yes, it was serious enough that I felt it needed to be addressed. 

Mr. Giuffra. Did Mr. Tucker ask you to tell anyone outside of 
the law firm of Hopkins' allegations via Ms. Heritage Hays? 

Mr. Miller. No, as stated in the memo, he asked me to prepare 
this to John Selig. 

Mr. Giuffra. Do you know whether Mr. Tucker took any steps 
to investigate Mr. Hopkins' allegations? 

Mr. Miller. No, sir. 

Mr. Giuffra. Do you know whether anyone else at your firm 
took any steps to investigate Mr. Hopkins' allegations? 

Mr. Miller. No, sir. 

Mr. Giuffra. Did you contact Mr. Hopkins and ask him about 
the allegations? 

Mr. Miller. No, sir. 

Mr. Giuffra. Mr. Hopkins, if I could put some questions to you, 
sir, you're a specialist in bankruptcy law? 

Mr. Hopkins. Among other things, yes, sir. 

Mr. Giuffra. Bankruptcy litigation. 

Mr. Hopkins. Yes, sir. 

Mr. Giuffra. During the 1980’s, you represented Mr. Peacock on 
a number of matters? 

Mr. Hopkins. Yes, along with certain of his related entities. 

Mr. Giuffra. And back in 

The Chairman. That moves. You can actually pull it right up. 

Mr. Hopkins. Is that better? 

The Chairman. Yes. 

Mr. Giuffra. Back in 1987, Madison Guaranty sued Mr. Peacock 
and various entities that he owned or controlled with regard to the 
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nonpayment of certain loans that those entities and Mr. Peacock 
had taken out? 

Mr. Hopkins. That’s my recollection. 

Mr. GlUFFRA. You know Ms. Pat Heritage Hays; right? 

Mr. Hopkins. Yes. 

Mr. Giuffra. You consider her to be a truthful person? 

Mr. Hopkins. Yes. 

Mr. Giuffra. No reason that she would make up a conversation 
that she would have with you? 

Mr. Hopkins. No. 

Mr. Giuffra. You know Mr. Miller; correct? 

Mr. Hopkins. Yes. 

Mr. Giuffra. You believe him to be a truthful person as well? 

Mr. Hopkins. Oh, sure. 

Mr. Giuffra. Now let’s put up, which is on the screen actually, 
look at the memo that Mr. Miller prepared. Now, you’ve reviewed 
this memo before? 

Mr. Hopkins. The first time I saw this memo 

Mr. Giuffra. The April 23 memo. 

Mr. Hopkins. Document 2 in the packet, Counsel? 

Mr. Giuffra. Correct. 

Mr. HOPKINS. The first time I saw the memo was when my depo- 
sition was taken by the Counsel for this Committee, oh, a month 
or two ago. 

Mr. Giuffra. In your deposition you testified that you had, “No 
specific recollection of a conversation with Ms. Heritage Hays”? 

Mr. Hopkins. That’s correct. 

Mr. Giuffra. And as you sit here today, do you have any sort 
of recollection of the conversation, general, specific? 

Mr. Hopkins. No. And after being here this morning, I must say 
that my recollection of that is even fuzzier because I heard — I did 
happen to hear part of Ms. Hays’ testimony this morning. She tes- 
tified there was a face-to-face meeting. This afternoon I hear that 
there was — my conversation with her was by telephone. I don’t 
know whether there was a meeting, a telephone call, a conversa- 
tion or not. I have no specific recollection and nothing has helped 
clear that up since my deposition. 

Mr. Giuffra. Do you have a general recollection, a vague recol- 
lection? 

Mr. Hopkins. No. 

Mr. Giuffra. Would you be surprised if you had this conversa- 
tion with Ms. Heritage Hays? 

Mr. Hopkins. This conversation, I probably would. Would I be 
surprised that I had a conversation about this subject matter, prob- 
ably not. 

Mr. Giuffra. Do you recall testifying at your deposition at page 
113 that you wouldn’t — about 51 percent probability that you had 
the conversation? 

Mr. Hopkins. I have not seen my deposition, but that’s probably 
a fair statement. 

Mr. Giuffra. So more likely than not, you had the conversation? 

Mr. Hopkins. I had a conversation. Whether it was this specific 
conversation with these statements, I couldn’t tell you. I would say 
probably not. Whether I had a conversation, I would say probably. 
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Mr. Giuffra. Let me direct your attention to July and August 
of 1995, so that’s less than a year ago. Did you ever speak with 
someone by the name of Bill Simmons of Associated Press? 

Mr. HOPKINS. Other than to tell him to remove himself from my 
premises and to quit calling my office, no. 

Mr. Giuffra. Now at about the same time period, did you ever 
speak with Ms. Heritage Hays? 

Mr. HOPKINS. About anything or 

Mr. Giuffra. About anything. Do you recall running into Ms. 
Heritage Hays at a restaurant where you both were having lunch? 

Mr. Hopkins. Sometime within the last year I do. 

Mr. Giuffra. Did you ever discuss anything having to do with 
the subject matters that you are here today about with Ms. Herit- 
age Hays during that lunch meeting? It wasn’t a meeting, but you 
both were having lunch in the same establishment. 

Mr. Hopkins. As I recall, the only time I have seen Pat in the 
last year was in one of the restaurants near the downtown area, 
a fairly popular lunch place. 

Mr. Giuffra. Do you recall the name of it? 

Mr. Hopkins. If my memory is correct I think it was the Dixie 
Cafe. I am not positive, but it was one of the ones on the res- 
taurant row area. 

Mr. Giuffra. What happened when you met with Ms. Hays? 

Mr. HOPKINS. It was maybe one of these 15-second conversations 
you have where you run into someone you know that shares a com- 
mon burden. This was sometime after the article came out. I re- 
member perhaps 

Mr. Giuffra. This would be the AP article? 

Mr. Hopkins. Yes. “Jeez, the reporters are at it again. I wish 
they would leave us alone. I don’t talk to them.” That was about 
it. Maybe some vague recollection that she says, “Jeez, I hope I 
didn’t say anything to cause you any problems.” I remember saying 
to her, much as we conversed after the break this morning, that 
don’t worry about this. It’s no big deal. It’s no big deal. And that 
was about the whole substance of the conversation. 

Mr. Giuffra. Did you read the AP article? 

Mr. Hopkins. Yes. 

Mr. Giuffra. Do you recall in the AP article the fact that it said 
that you had a conversation with Ms. Hays? 

Mr. Hopkins. Yes. 

Mr. Giuffra. Did you discuss with Ms. Hays in any way the fact 
that the AP article said that you and Ms. Hays had had a con- 
versation? 

Mr. Hopkins. Not that I recall. I mean, like I say, it was one of 
these passing-in-the-day conversations occurring while one of us 
was waiting to pay, the other one was in line. 

Mr. Giuffra. That’s a pretty critical fact, whether you had a con- 
versation with Ms. Hays or you didn’t. I mean, that was what the 
article was about, this particular conversation. Did you and Ms. 
Hays, when you met with her within the last year, discuss whether 
or not the conversation did or didn’t occur? 

Mr. Hopkins. No, not that I recall. 

Mr. Giuffra. So your testimony is that during the conversation 
with Ms. Hays while you were having lunch, there was no conver- 
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sation about the fact that you had had this conversation back in 
1987? Is that your testimony? 

Mr. Hopkins. That’s my recollection, yes, sir. 

Mr. GlUFFRA. Now this morning, Ms. Hays said that she had this 
conversation with you at the Dixie Cafe and that during this con- 
versation at the Dixie Cafe, you indicated to her that yes, the con- 
versation had occurred back in 1987, so you still believe that you 
didn’t have this conversation back in 1995? 

Mr. Hopkins. I stand by what I said. It was too short a conversa- 
tion. Maybe she assumed from my statements to her that it was 
no big deal, don’t worry about it, that I meant more by that than 
what I meant by it, but it was a very short conversation. I mean, 
Mr. Fox, my counsel here, was along with me for lunch. It was the 
kind of thing you would have when you run into someone in the 
hall, run into someone out like that. I don’t recall it being an ex- 
tended discussion, oh jeez, I said so-and-so, and now I remember 
it and — no. 

Mr. Giuffra. Was there any discussion of the fact that according 
to the AP story, you had had a conversation back in 1987 with Ms. 
Heritage Hays? 

Mr. Hopkins. No, sir, not that I recall. 

Mr. Giuffra. Let me direct your attention to page 2 of the April 
23, 1987 memo. 

Mr. Hopkins. Is this the page that’s numbered 3 but actually 

Mr. Giuffra. Yes, but it’s actually page 2. You’ve read the whole 
memo; correct? 

Mr. Hopkins. Yes. 

Mr. Giuffra. Let me just direct your attention to the sentence: 

Mr. Hopkins stated that a portion of the loan proceeds made to Dixie Continental 
Leasing went to Bill Clinton’s campaign and that in return for the substantial cam- 
paign contribution, Bill Clinton assured Jim McDougal that a State agency would 
lease space from Madison at its headquarters on Main Street in Little Rock. 

Now, you would agree that that would be a serious allegation, 
correct, the allegation that’s attributed to you in this memo pre- 
pared by Mr. Miller? It would be a serious allegation to assert that 
the Governor agreed to lease office space to a particular individual 
in exchange for a campaign contribution? 

Mr. Hopkins. I guess I would have a problem with the term “se- 
rious.” Yes, it is a substantial allegation if you will permit 

Mr. Giuffra. It’s not the kind of statement that someone would 
make up; correct? 

Mr. Hopkins. I’m sorry? 

Mr. Giuffra. It’s not the kind of statement that someone would 
make up, that Ms. Hays would make up? 

Mr. Hopkins. I can’t answer that for her. It would be speculation 
on my part. 

Mr. Giuffra. Based on your experience with Ms. Hays, it’s not 
the kind of statement that Ms. Hays would make up? 

Mr. Hopkins. Once again, that would be speculation on my part. 
It is the kind of thing that I would expect someone to treat with 
the proper amount of deference. 

The Chairman. Mr. Hopkins, Ms. Hays says that you made this 
statement to her. Did you make the statement to her? 
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Mr. Hopkins. Mr. Chairman, I have no specific recollection on 
that issue. That does not sound like the way I would phrase my 
words. 

The Chairman. Were you aware of the loan? 

Mr. Hopkins. I’m sorry, the Dixie Continental loan? 

The Chairman. Yes. 

Mr. HOPKINS. Probably through conversations with my client at 
that point in time. 

The Chairman. Were you aware of the contributions that your 
client had made? 

Mr. Hopkins. Could I have just one moment here? 

The Chairman. Certainly. 

Mr. Hopkins. My problem here is this — anything I know about 
any of these allegations for the most part would have come and 
probably exclusively at this point in time would have come from 
Mr. Peacock. There is a question as to attorney-client privilege and 
without 

The Chairman. Mr. Hopkins, I’m not asking you to reveal attor- 
ney-client privilege. You have here Ms. Hays who says that you 
called her. You waived any privilege as it relates to a conversation 
that you have with another party who is not a lawyer when you 
say look, there was this loan made, there were leases that were 
made as a result of this, there were campaign contributions, and 
this is going to be big trouble. 

You have read this memo. This memo you heard about the first 
time last year, you run into this woman and you say don’t worry 
about it, et cetera. How was it that you were in the position to tell 
her about this, about the contributions? Did you learn that the con- 
tribution back in the 1980’s was made? This conversation with her 
took place sometime in 1987? This memo was in 1987. So were you 
aware that a contribution by Mr. Peacock had been made? 

Mr. Hopkins. Senator, if I was aware of that fact, it was because 
Mr. Peacock told me. 

The Chairman. OK. 

Mr. Hopkins. It’s not the kind of thing I would have made up 
out of thin air. 

The Chairman. Let me say this to you. You did have a conversa- 
tion basically as it related to this entire situation that you were an- 
noyed about and that your client was angered about; is that true? 

Mr. Hopkins. I cannot say that is true. I cannot say that it is 
not true. I have no specific recollection that we had a conversation 
where we discussed these issues or that I said this. It could have 
happened a different way. 

The Chairman. Well, I am not going to follow that premise in 
terms of a different way. “Dixie loan went to Clinton campaign, 
signed lease to State, alot of people going to prison!! Whole deal 
was just to get billing out!!” Did you talk about this? I mean, did 
she just make this up? 

Mr. Hopkins. Senator, I cannot tell you for sure. All I can tell 
you is that 

The Chairman. When you say you can’t tell me for sure, do you 
mean that you have a general recollection of a conversation about 
this with — what’s that young lady’s name? 

Mr. Hopkins. Ms. Heritage Hays. 
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The Chairman. At the time, did you have a general conversation 
with Ms. Heritage Hays about this? 

Mr. HOPKINS. I guess what gives me the problem, is that I do not 
| recall a conversation that occurred as I have answered to Counsel. 
You know, there is a possibility, maybe even a probability that 
there was a conversation, whether it was telephonic or in person, 
and how things were talked about, I don’t know. I don’t know 
whether these were things that we were going to investigate in the 
litigation or not. 

The Chairman. It says, “Mr. Hopkins informed Ms. Heritage 
that one of the loans made by Madison to Dixie Continental Leas- 
ing,” and you were representing them now in this litigation; right? 
Dixie? 

Mr. Hopkins. That’s my recollection, sir. 

The CHAIRMAN. “Upon which Marcy Taylor had undertaken fore- 
closure proceedings, also involved fraudulent transactions. Mr. 
Hopkins stated that a portion of the loan proceeds made to Dixie 
Continental Leasing went to Bill Clinton’s campaign.” Now if you 
made that statement, that is not a statement that you would forget 
very easily, is it? That’s a rather serious statement, isn’t it? 

Mr. Hopkins. In the type of practice — well, yes, sir, it is. I don’t 
mean to avoid your questions. It is a serious allegation. 

The Chairman. So isn’t it the kind of thing you would recall? 

Mr. Hopkins. In the type of practice I deal with, these type alle- 
gations and actually these type situations appear more often than 
you might presume. There are many types of fraud or many types 
l of wrongdoing that can 

The Chairman. Did you hear when Ms. Heritage testified today? 

Mr. HOPKINS. I heard portions of it. 

The CHAIRMAN. Have you ever gone over any of her testimony, 
any of her depositions, have you been shown any? 

Mr. Hopkins. No, sir. 

The Chairman. Have you been told about what she’s said? 

Mr. Hopkins. No, sir. 

The Chairman. Would you get out those depositions so that you 
could share with Mr. Hopkins, please, what she has said as it re- 
lates to this conversation. I have to tell you, you see, here you have 
someone who eventually becomes a lawyer, Ms. Heritage, and was 
somewhat taken aback by the manner in which — because you were 
obviously disturbed on behalf of your client, make these statements 
to the effect that people are going to go to jail. She relates this to 
Mr. Miller and Mr. Miller relates this to his senior partner. They 
think it is sufficiently important that he then transcribes his notes 
lfi in which he has related this from Ms. Heritage to a fuller memo- 
randum. I have to tell you, this is not the everyday kind of situa- 

I tion. You’re talking about an allegation as it relates to the then- 
Governor of the State which you made — I have no doubt that you 
made it — to this young woman who is representing Madison Bank. 
Mr. GlUFFRA. Mr. Hopkins, in representing clients, you obviously 

I « try to stay within the bounds of the Canon of Ethics; right? 

Mr. Hopkins. Yes, sir. 

Mr. GlUFFRA. You are aware of the Canon of Ethics which says 
that you can’t make a knowingly false statement to advance your 
client’s interest; right? 
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Mr. Hopkins. Yes, sir. 

Mr. GlUFFRA. Mr. Peacock, let me ask you several questions, spe- 
cifically about this particular incident. Have you ever said anything 
to anyone about a portion of loan proceeds that you received or 
Dixie Continental received going to a Clinton campaign? 

Mr. Peacock. No, sir. 

Mr. Giuffra. Are you certain that you have never said that to 
anyone? 

Mr. Peacock. No, sir. 

Mr. Giuffra. So you don't know one way or the other; right? 

Mr. Peacock. I said I have not said that to anyone right there. 

Mr. Giuffra. You're 100 percent sure that you've never said it? 

Mr. Peacock. I’m 100 percent sure. 

Mr. Giuffra. You're certain you never said anything to Mr. Hop- 
kins about loan proceeds going to the Clinton campaign? 

Mr. Peacock. No, sir. 

Mr. Giuffra. You mean you did or you didn’t? 

Mr. PEACOCK. I didn't say anything to him. 

Mr. Giuffra. Now do you have any knowledge about Mr. Clinton 
assuring Mr. McDougal that a State agency would lease Madison 
space from him? 

Mr. Peacock. No, sir, I wasn’t privy to that kind of information. 
I worked on the job out there, clearing up Maple Creek and the 
other jobs, running dozers and doing that type of work. 

Mr. Giuffra. Did you do any renovation work on the Madison 
building? 

Mr. Peacock. I did. 

Mr. Giuffra. That's the main office that Madison Guaranty had. 

Mr. Peacock. No, I did not work on that one. 

Mr. Giuffra. Which building did you work on? 

Mr. Peacock. I worked on one down at the corner of the street 
there that they call the old whorehouse. It was a Senate residential 
area back in the 1940's or something like that, and they had made 
it into an apartment complex. 

Mr. Giuffra. You have known Mr. McDougal for about 15 to 20 
years? 

Mr. Peacock. Yes, sir. 

Mr. Giuffra. You were a Director of Madison? 

Mr. Peacock. Yes, sir. 

Mr. Giuffra. And you were involved in land development with 
Mr. McDougal; correct? 

Mr. Peacock. Right. 

Mr. Giuffra. Did you ever work on the Castle Grande project? 

Mr. Peacock. Sir? 

Mr. Giuffra. The Castle Grande project, did you ever do any 
work on that project? 

Mr. Peacock. Yes, sir. 

Mr. Giuffra. Did you know that project as Castle Grande? 

Mr. Peacock. Did I know it as Castle Grande? Yes, sir. 

Mr. Giuffra. That was the name of the project? 

Mr. Peacock. Right. 

Mr. Giuffra. Was it called IDC as far as you knew? 

Mr. Peacock. No. 
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Mr. Giuffra. Do you recall the dismissal of your Chapter 11 
bankruptcy proceeding in April 1987? 

Mr. Peacock. Do I recall what? 

Mr. Giuffra. Do you recall the dismissal of that proceeding? 

Mr. PEACOCK. No, sir. This bankruptcy you are referring to was 
my son’s business, not mine. 

Mr. Giuffra. Do you recall that happening? 

Mr. Peacock. Do I recall what? 

Mr. Giuffra. The dismissal of the proceeding. 

Mr. Peacock. I don’t remember. 

Mr. Giuffra. This is a good place to stop. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

The Chairman. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Thank you, Mr. Chairman. 

Let’s start, if we would, with the central issue here, which is Mr. 
Hopkins, do you have any knowledge from any source that there 
was an understanding with respect to a campaign contribution 
made by Mr. Peacock in 1985, and that as a result of that, there 
would be deference paid or leases entered into between the State 
of Arkansas and Madison Savings & Loan or any entity associated 
with it? 

Mr. Hopkins. Counsel, as we sit here today, I recall nothing, no 
evidence or anything that I have had access to on that. 

Mr. Ben-Veniste. All right. 

Mr. Hopkins. At this point. 

Mr. Ben-Veniste. I do not know that anybody has asked this 
question, but it would seem to be the relevant question, and that 
is whether there’s any basis behind what has appeared here or 
been leaked previously as a memo reflecting a conversation be- 
tween you and the representative of the Madison Bank in 1987. 
OK? So the question is, in 1987 or up until this moment, do you 
have any evidence to suggest that there was a deal entered into be- 
tween a fundraiser held in 1985 and the awarding of any lease con- 
tract to Madison Guaranty Savings & Loan? 

Mr. Hopkins. Counsel, at this point based on what I have seen, 
the general memory I do have, I would have to say that at the time 
this litigation was ongoing, and based on what Ms. Heritage said, 
I probably had suspicions, and my statements to her which she 
may have heard as assertions of fact were probably made that this 
litigation is newly filed, we will be investigating all of these things 
and if we can prove these things, they are very serious allegations. 
At that point, that may give Mr. Peacock a defense. 

Mr. Ben-Veniste. Well, now I think we are getting somewhere, 
Mr. Hopkins. In fact, it was your intention not to let things rest 
where they rested after your Chapter 11 proceeding was dismissed 
with prejudice; is that correct? 

Mr. HOPKINS. Basically, but could I correct one thing? The Chap- 
ter 11 really was a very small part of this. It involved a corporate 
party, and that bankruptcy had no effect on the other litigation 
that was ongoing. Its stay action didn’t stay. 

The thing that as I recall had gurgled this thing to the top was 
the other litigation that had been recently filed, but your statement 
is correct. We were in the initial discussion stages, and my assump- 
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tion is these statements were made more in you may want to be 
prepared to answer these questions in discovery because we have 
some reason for these suspicions. I can assume that’s the way it 
happened because that would be more consistent with the way I 
handle cases than just making these serious statements. 

Mr. Ben-Veniste. Mr. Hopkins, you did not view the dismissal 
of your Chapter 11 proceeding as a positive development in your 
representation of the Peacock interests; correct? 

Mr. Hopkins. That’s correct. 

Mr. Ben-Veniste. And you were upset because there were state- 
ments or allegations made in the course of the bankruptcy proceed- 
ing that were personal to you and you didn’t like them; correct? 

Mr. Hopkins. I don’t remember specifically what the friction was 
there but 
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Mr. Ben-Veniste. Wasn’t there some friction over your legal fees 
as to whether they had been paid shortly before the filing of the 
Chapter 11? 

Mr. Hopkins. I don’t remember one way or another. All I do re- 
member is that there was friction ongoing at that point. 

Mr. Ben-Veniste. There was a lot of friction, and you regarded 
the proceeding as getting very dirty, didn’t you? 

Mr. Hopkins. Yes, sir. 

Mr. Ben-Veniste. And you were thinking about withdrawing 
from it because of the friction involved in the proceeding; corrects 

Mr. Hopkins. I don’t specifically remember that. That would be 
consistent with what was ongoing at the time, my general memor) 
of what was ongoing. 

Mr. Ben-Veniste. So it is consistent with your general memor} 
that you had suffered a reversal in the sense of the bankruptc} 
being dismissed, that allegations had been made of a personal na 
ture, that you took issue and umbrage with those allegations, thai 
you thought the proceeding was getting very dirty. 

And now what you’re telling us is you approached the opposing 
party and you said look, things are getting very dirty, I may gel 
out of this myself, but you ought to back up, take a deep breatl 
because we’re not finished yet, there’s some things you ought tc 
know about, and you began to weave out this possible scenario thai 
may have had some basis in truth but certainly did not support ar 
allegation of a quid pro quo. Isn’t that so? 

Mr. Hopkins. My specific recollection of what happened at thai 
time is not clear. It has been 9 years, but that is generally consist- 
ent with my recollection of what was ongoing at the time. 

Mr. Ben-Veniste. You knew that there had been a fundraiser in 
the bank at some point? 

Mr. Hopkins. I had heard that from someone. 

Mr. Ben-Veniste. You knew that Madison was now the head- 
quarters of the housing authority, as of 1987? 

Mr. Hopkins. I don’t know whether I knew that or not. 

Mr. Ben-Veniste. Well, did you not know that Madison space 
had been leased out to a State agency, whether you knew which 
agency it was? 

Mr. HOPKINS. That is probably a more correct statement. The 
specific agency I may or may not have known. 
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Mr. Ben-Veniste. Now the statement that is reflected in the 
memo prepared by Mr. Miller following his conversation with Ms. 
Heritage was that you stated that a portion of the loan proceeds 
made to Dixie Continental Leasing went to Bill Clinton’s campaign 
and that in return for the substantial contribution, Bill Clinton as- 
sured Jim McDougal that a State agency would lease space from 
Madison at its headquarters on Main Street in Little Rock. That’s 
the statement that has been recorded. 

You knew there had been a fundraiser, you knew that a State 
agency was in the headquarters on Main Street, and in making an 
allegation where you wanted to put the other side on the defensive, 
you put those two facts together and made an allegation, according 
to what Ms. Heritage told Mr. Miller, that there was some kind of 
a quid pro quo, but the fact is you had no such evidence of any quid 
pro quo, isn’t that so? 

Mr. Hopkins. As we sit here today, I think that’s a fair state- 
ment of the situation. 

Mr. BEN-VENISTE. There could not have been any quid pro quo 
because we know as we sit here now, having investigated this mat- 
ter, that the fundraiser in question happened a year after Madison 
Guaranty Savings & Loan was leased out to the housing authority. 

Now when you say, Mr. Hopkins, that in this type of litigation 
there are these type of allegations made on a more frequent basis 
than we would expect, are you suggesting that each side exagger- 
ates their position in order to try to get some tactical advantage? 

Mr. Hopkins. I guess I take issue with the term “exaggerate.” I 
think a more appropriate term would be that each side rattles their 
saber and says we will investigate all of these allegations, and in 
the course of preparation for trial, many allegations and many 
theories turn out to be dead ends, to do your job properly as a com- 
mercial trial lawyer, you have to run down 10 ends, all of which 
may be dead, and this is 

Mr. Ben-Veniste. But before you run down those dead ends, 
what you do is rattle your saber or posture or take a position where 
you claim to know information that in fact you may hope to develop 
but certainly have no basis for swearing to. Is that fair to say? 

Mr. Hopkins. I don’t even think you have to get to the point that 
you claim to know information, but rather you are going to be seek- 
ing information on a topic. And a lot of times when you say that, 
the other side, for whatever reason, may assume that that evidence 
will come to light. 

Mr. Ben-Veniste. Let me ask, Mr. Peacock, whether you have 
testified prior to today consistently with the position you have 
taken before this Committee in depositions that you had no knowl- 
edge of any quid pro quo between the fundraiser of 1985 and any 
lease commitments made by the State? 

Mr. Peacock. I made no case of that. That fundraiser, my con- 
tribution was for a selfish reason right there. 

Mr. Ben-Veniste. What was your selfish reason? 

Mr. Peacock. All right. My manager, Dene Landrum, was inter- 
ested in helping a lady that he knew who had some children that 
wanted to get in line for some scholarships, and I believe our Gov- 
ernor in Arkansas, regardless of who he is, has about 16 or 18 that 
he can give away, if the people have the right scholastics. 
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The other position I take is I made a $3,000 contribution in my 
son’s name, he was in law school. And I felt that, after I talked to 
Maurice Smith, that there would be no one in the State of Arkan- 
sas that could help a young man out of law school any better than 
a Governor could. 

Usually when I make a contribution to a Governor or Senator or 
anyone else right there, and I have done it all my life to a point, 
or helped fry fish or whatever, you expect a little something back 
somewhere. 

I talked to the State Highway Commissioner — and incidentally 
right now, I’m not going to say that this is the reason, but we do 
have a four-lane highway running right by the farm, right there, 
that probably very likely may have not been for another 10 years; 
it was in the program, but I felt like it may have possibly got 
stepped up a little bit. But it certainly wasn’t a deal to get any- 
thing out of Clinton personally. 

Mr. Ben-Veniste. Have you testified to this before the Independ- 
ent Counsel? 

Mr. Peacock. Yes, I have. 

Mr. Ben-Veniste. Did you testify under a grant of immunity? 

Mr. Peacock. The question, sir? 

Mr. Ben-Veniste. Did you testify under a grant of immunity or 
did you testify without immunity? Mr. Peacock, do you know what 
immunity is? 

Mr. Peacock. Well, sir r I am not an attorney. I am just a dumb 
farmer. But 

Mr. Ben-Veniste. Immunity might be a very good thing to have 
under circumstances like this, but you have no recollection of testi- 
fying under immunity? 

Mr. Peacock. I do not. 

Mr. Ben-Veniste. Well, you have not been prosecuted, as I un- 
derstand it? 

Mr. Peacock. I have not. 

Mr. Ben-Veniste. Either for any violation of the laws concerning 
bribery or of perjury as I understand it; is that correct? 

Mr. Peacock. I have not. 

Mr. Ben-Veniste. Have you been advised that you are to be 
prosecuted? 

Mr. Peacock. I have not. 

Mr. Ben-Veniste. Now with respect to the allegations or the 
statements that are made in your memo, Mr. Miller, I would like 
to clarify one thing which went by pretty fast when Mr. Giuffra 
was questioning you. And that is with respect to the statement on 
the first page of the memorandum that said, “Mr. Hopkins went on 
to explain that there was substantial wrongdoing regarding the 
prior administration of Madison, that several people were 'going to 
go to prison.’” Do you see where I am there? 

Mr. Miller. Yes, sir. 

Mr. Ben-Veniste. And with respect to Ms. Heritage Hays’ inter- 
pretation of that part of the conversation that she had with Mr. 
Hopkins, she said that the reference to people going to jail had to 
do — and I quote from page 109 of her deposition testimony of Feb- 
ruary 23rd of this year, in response to the question of: 


« 

refe 

A 

Joh 

A 

< 

id 

A 


ai 

of 

aa 

b 

i 

of 

Hi 

lit 

I V 

It 

)\ 


re 

Pi 


w 


a 

ii 


Si 


J 

t 


i 


2303 


Question: Could you be precise as to which people you thought Mr. Hopkins was 
referring to? 

Answer: Jim McDougal, Susan McDougal, one or more of the Henley brothers, 
John Latham. That’s essentially it. 

Question: Those people were Madison insiders? 

Answer: Yes. 

Question: You didn’t believe that she was referring to Mr. — to Governor Clinton, 
did you? 

Answer: No, not at all. 

Now did you have any reason to believe that in transmitting this 
information to you, that Ms. Heritage was suggesting at this part 
of the conversation that anyone other than the Madison insiders 
were, according to Mr. Hopkins, going to get into serious difficulty 
and go to prison? 

Mr. Miller. That's correct. The only understanding I had would 
have been the Madison administration. No reference to Mr. Clinton 
whatsoever. 

Mr. Ben-Veniste. And indeed, subsequent to this memorandum 
of April 23, 1987, Mr. McDougal, Mrs. McDougal, and one of the 
Henleys — do you recall who? One of the Henleys was prosecuted; 
that is Mr. McDougal’s brother-in-law, I believe. Or both of them 
were? Both of them were. So was that essentially the group that 
was being discussed for mismanaging and worse in connection with 
Madison? 

Mr. Miller. My recollection, and it is based upon my phone 
records and this memo, was that all Pat said to me was a lot of 
people are going to go to prison. She did not identify any individ- 
uals that may have been referred to. 

Mr. Ben-Veniste. Would you accept her interpretation of that as 
I have read it to you from her deposition? 

Mr. Miller. Yes, sir. I would have no reason to disagree with 
her interpretation. 

Mr. Ben-Veniste. Let me ask you a question, Mr. Peacock. You 
were asked about whether you did some work for Castle Grande. 
Castle Grande that you did work for was a trailer park, was it not? 

Mr. PEACOCK. This was where we were putting in double-wides, 
and my job there was to clear the property to put the double-wides 
in and build the roads into them from the highway. 

Mr. Ben-Veniste. So the double-wide you’re referring to is some 
sort of a dwelling? 

Mr. Peacock. These were manufactured homes that come in and 
they’re usually in two pieces. 

Mr. Ben-Veniste. And that was the portion of this property that 
you knew as Castle Grande, this development of the double-wide 
trailer homes? 

Mr. Peacock. That’s correct. 

Mr. Ben-Veniste. Thank you. 

We’ll cede back the time remaining. 

Mr. Chertoff. Mr. Hopkins, you were asked a series of ques- 
tions which I didn’t quite understand the answer to, to be perfectly 
frank with you, having to do with your conversation with Ms. Her- 
itage, as she was then known, or with Ms. Hays. 

Now there is unmistakable recorded evidence, recorded by Mr. 
Miller, testified to by Ms. Hays, that you said to her in 1987 that 
a portion of the loan proceeds made to Dixie Continental Leasing 
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went to Bill Clinton's campaign. It does not say in the notes and 
she does not say that you speculated about wanting to investigate 
whether it did or that you raised a question about it. She testified 
right here today that your conversation with her was that a portion 
of the loan proceeds made to Dixie Continental Leasing went to Bill 
Clinton's campaign. Did you say it? 

Mr. Hopkins. I — once again, I don't recall the conversation. 

Mr. CHERTOFF. Are you prepared to deny her version of the con- 
versation? 

Mr. Hopkins. No, I cannot deny it since I do not remember it. 
I'm sorry. 

Mr. Chertoff. So on the state of the evidence that we have here, 
you have no memory, you're not prepared to dispute her version, 
and her version isn't about “I want to investigate claims or I have 
questions I might want to do discovery about.” Her version, which 
is unrefuted at this point, uncontradicted, her version is that you 
made a specific allegation about a diversion of a portion of that 
loan to a campaign. Now was it your habit to lie to people when 
you had business dealings with them? 

Mr. Hopkins. No, sir. 

Mr. Chertoff. Was it your habit to make up stories or fabricate 
allegations when you were dealing with people? 

Mr. Hopkins. No, sir. 

Mr. Chertoff. Now, you understand that the allegation about 
diverting a portion of the loan proceeds was an allegation about a 
potential crime; right? 

Mr. Hopkins. Probably so. My area is not criminal law, so if 

Mr. Chertoff. You're a lawyer; right? 

Mr. Hopkins. Yes, sir, I am. 

Mr. Chertoff. You understand it's a crime to take loan proceeds 
you're given for one purpose and secretly use it for something else; 
right? That's very easy, isn't it? 

Mr. Hopkins. In most cases, yes, sir. 

Mr. CHERTOFF. Is it your habit to make up allegations about peo- 
ple, particularly when your own client was the subject of the alle- 
gation? 

Mr. Hopkins. No, sir. 

Mr. Chertoff. Then it goes on to say, and again it's not some- 
thing that you want to investigate or you want to raise questions 
about, but her testimony, corroborated by the memo that was writ- 
ten within a week of this conversation, is that, “In return for the 
substantial campaign contribution, Bill Clinton assured Jim 
McDougal that a State agency would lease space from Madison at 
its headquarters on Main Street in Little Rock.” Did you say that? 

Mr. Hopkins. I cannot say that I said that. 

Mr. Chertoff. Are you in a position to deny her sworn testi- 
mony? 

Mr. Hopkins. No, no, sir. Once again, Counsel, I have no specific 
recollection. I’ve given you my idea of how the conversation went. 

Mr. Chertoff. So her version, her testimony of this conversation 
you had with her is uncontradicted because you’re not willing to go 
on record now and contradict it. 

And by the way, since we got on the issue of chronology, you un- 
derstand from sitting here today that there was a second lease that 
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was entered into within a matter of days after that April 1985 
fundraiser? 

Mr. Hopkins. Is that the additional space, Counsel? 

Mr. Chertoff. That’s right. That is a separate second lease. You 
heard about it? 

Mr. Hopkins. Today, I heard about it. 

Mr. CHERTOFF. And that’s totally consistent with this version of 
events. 

Now let me ask you, you understand, by the way, that an allega- 
tion that the Governor promised McDougal something in return for 
a contribution is a very serious allegation? 

Mr. Hopkins. Yes, sir, I do. 

Mr. Chertoff. You understand that for a public official to take 
money in return for a promise to award a contract or a lease would 
be a criminal act; right? 

Mr. Hopkins. Yes, sir. 

Mr. CHERTOFF. Is that an allegation you would make lightly in 
a conversation with an outsider? 

Mr. Hopkins. No. I wouldn’t, no. 

Mr. Chertoff. In the context of what you have described as ex- 
aggerating and posturing in litigation, is it your custom to make 
allegations about public officials doing acts that would be illegal? 

Mr. Hopkins. I’m sorry, would you repeat the question? I think 
I lost you somewhere. 

Mr. CHERTOFF. In what you have described as kind of the ordi- 
nary routine business of a lawyer puffing and exaggerating in liti- 
gation, is it your practice in the course of conducting litigation to 
make unfounded allegations about public officials doing illegal 
things? 

Mr. Hopkins. No, sir. 

Mr. Chertoff. I mean, what conceivable reason would you have 
to make up an allegation about the Governor and Jim McDougal 
exchanging money for favors? What would be the conceivable mo- 
tive you would have to make that up? 

Mr. Hopkins. I cannot think of one. 

Mr. Chertoff. What was in your mind? What did you know in 
1987 that caused you to say to Ms. Heritage that there was this 
diversion of loan proceeds? Where did you get that from? 

Mr. Hopkins. First of all, we made the leap that I did say that. 
Since I don’t know that I said that — I don’t think that would have 
been the way I said it — I can’t really answer that. I don’t have any 
specific recollection at this point in time. I’m sorry, Counsel. I wish 
I did, but it’s been 9 years. 

Mr. Chertoff. So you don’t remember what your basis was on 
which to make this allegation? 

Mr. Hopkins. Even if I made it, I do not recall what the basis 
would be today. 

Mr. Chertoff. But you have told us previously that it is not in 
your habit to lie or make up baseless allegations; right? 

Mr. Hopkins. That’s correct. 

Mr. Chertoff. Because you understand that, in fact, that would 
be something you could be sanctioned for? 

Mr. Hopkins. Absolutely. 
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The Chairman. Now, Mr. Hopkins, you have no reason to doubt 
the veracity of Ms. Heritage — and now it's Ms. Heritage what? 

Mr. Hopkins. Hays. 

The Chairman. Of her recollection, do you? 

Mr. Hopkins. No, Mr. Chairman. I have known 

The Chairman. Particularly since you can’t recall, and she says 
that not only did she record this but at the time she called Mr. Mil- 
ler. In fact, she found it somewhat shocking, and that’s why she 
called him. 

And obviously, Mr. Miller, you found this disconcerting to say the 
least; right? 

Mr. Miller. Yes, sir. The allegations were pretty outstanding. 

The Chairman. Sure. And you remember them even at this time 
because it was — without benefit of this, you would have remem- 
bered the general allegations; right? 

Mr. Miller. No, sir, I couldn’t say that without looking back at 
this information. I’d remember that I represented the Peacocks — 
I mean, litigation against the Peacocks, and that there were some 
allegations going on, but as far as telling you the specifics of them, 
I don’t think I would have recalled it without this information. 

The Chairman. But you were shocked at the time? 

Mr. Miller. It indicates that I was, yes, sir. 

The Chairman. And you had no reason to disbelieve. As a matter 
of fact, you believed Ms. Heritage because otherwise, you would not 
have — you had no reason to disbelieve her and at this time you 
have no reason to disbelieve her, do you? 

Mr. Miller. I believe her that the conversation had occurred. 
That’s not to give any merit to the allegations that were asserted. 

The Chairman. Exactly, yes. In other words, you believe this is 
a conversation that she did have and that she relayed to you? 

Mr. Miller. That’s correct. 

The Chairman. And truthfully? 

Mr. Miller. Yes. Again, about the conversation, not about the al- 
legations. 

The Chairman. Yes, I understand that distinction. 

Do you have any further questions? 

Mr. Giuffra. Let’s put up document No. 3 on the Elmo. This is 
a chart that Committee staff has prepared based on deposit slips 
that we obtained from information received from Betsey Wright, 
who will be testifying tomorrow. She was the Campaign Manager 
for the 1984 Governor’s Campaign. 

Mr. Peacock, you attended the fundraiser; correct? 

Mr. Peacock. I did. 

Mr. Giuffra. About how many people were at the fundraiser? 

Mr. Peacock. I don’t recall. About 50, 60 or so. 

Mr. Giuffra. According to this document we have prepared, we 
have a Madison Guaranty cashier’s check number 2496 from J.W. 
Fulbright in the amount of $3,000 on 4/4/85. Then we have cash- 
ier’s checks from Dene Landrum, $3,000, 4/4/85, check number 
2498; and Ken Peacock, $3,000, 4/4/85, check number 2497. Did 
you know Senator Fulbright? 

Mr. Peacock. No, sir. I had met him when I was in 

Mr. Giuffra. You knew who he was? 

Mr. Peacock. I did. 
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Mr. GlUFFRA. Was he at the fundraiser? 

Mr. PEACOCK. I don’t recall him being there, but that’s been 10 
years ago. 

Mr. Giuffra. Now according to the numbers on these cashier’s 
checks, Senator Fulbright’s check was 496, the check you bought 
for your son was 497, and Landrum’s check was 498. Do you know 
anything about Mr. Fulbright’s check? 

Mr. Peacock. No, sir, I don’t. 

Mr. Giuffra. Let’s put up document No. 4. This is the cashier’s 
check you bought for your son. Now, you bought this cashier’s 
check; right? 

Mr. Peacock. That’s correct. 

Mr. Giuffra. He didn’t use his money? 

Mr. Peacock. Do what, sir? 

Mr. Giuffra. It was all your money, not any of his money; right? 

Mr. Peacock. It is a possibility it may have been some of his re- 
tirement, you can’t tell, but I can’t remember at that time, sir. 

Mr. Giuffra. Then the next check, which is No. 5, that’s from 
your partner for $3,000, and you bought that check as well; correct? 

Mr. Peacock. I bought it but he reimbursed me for it later on, 
if I remember correctly. 

Mr. Giuffra. But you bought the check at the time; correct? 

Mr. Peacock. I did buy it. 

Mr. Giuffra. Let’s put up document No. 7. This is a check you 
wrote for $6,000. Do you recall writing this check? 

Mr. PEACOCK. I really don’t, but I am not arguing the point that 
it was written. 

Mr. Giuffra. Now did you use any Madison funds to buy either 
of those cashier’s checks? 

Mr. Peacock. Did I do what, sir? 

Mr. Giuffra. Use any Madison funds to buy the cashier’s checks, 
loan proceeds? 

Mr. PEACOCK. I had two or three bank accounts at Madison, and 
I don’t know whether I wrote this check on a farm account or I 
wrote the check on a construction account. I don’t remember. 

Mr. Giuffra. Did you use any loan proceeds to buy the check? 

Mr. Peacock. No, sir, I did not. 
i Mr. Giuffra. Are you absolutely certain of that? 

Mr. Peacock. I’m certain of that. 

Mr. Giuffra. Let’s put up document No. 8. Now, you wrote the 
two cashier’s checks on April 4, 1985; correct? 

Mr. Peacock. I don’t remember. The document says that. 

Mr. Giuffra. That was the date of the fundraiser, wasn’t it? 

Mr. Peacock. Here again, I have to assume what you fellas say 
because I don’t remember that far back. 

Mr. Giuffra. On April 4th, the same day as the fundraiser, same 
day that you wrote the two cashier’s checks, the one for your son 
and the one for Mr. Landrum, you received another cashier’s check 
for $50,000 from Madison. Do you recall receiving that check? 

Mr. PEACOCK. I see a copy of it right here, but I don’t necessarily 
recall it or I don’t deny it, because they paid me several thousand 
dollars for clearing and development work out there. 

Mr. Giuffra. Do you know what it had to do with? Was this a 
loan check? Was this loan proceeds? 


2308 


Mr. Peacock. Sir, I don’t remember 10 years ago. I don’t remem 
ber last week a lot of things I did. 

Mr. Giuffra. Let’s put up document No. 9. Now this is a loar 
application, it has your signature on the bottom; is that right, siri 

Mr. Peacock. It looks like my signature. 

Mr. Giuffra. It’s dated April 5th, in the top right-hand corner 
is that correct? 

Mr. Peacock. Yes, sir. 

Mr. Giuffra. And that’s the same amount as this cashier’s check 
for $50,000 that you received on April 4th, the same day as the 
fundraiser? 

Mr. Peacock. That’s what the document says. I don’t recall it. 

Mr. Giuffra. Now is there a connection between this loan and 
the cashier’s check as far as you know? 

Mr. Peacock. No, sir. 

Mr. Giuffra. You’re positive about that? 

Mr. Peacock. I’m positive of that. 

Mr. Giuffra. Do you recall taking out this loan for $50,000? 

Mr. Peacock. I’m sure I did. 

Mr. Giuffra. Do you know what the purpose of the loan was' 
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Mr. Peacock. I think I was buying some property that we put 
a trailer park development on, shopping center. 

Mr. Giuffra. The purpose of the loan on the application is listed 
as business. It just says business. 

Mr. Peacock. For me that’s big business. 

Mr. Giuffra. Do you recall what the collateral was on this loan, 
the collateral that you put up on this loan? 

Mr. Peacock. Yes, sir. On that loan I put up several brand-new 
commercial air conditioners probably worth $200,000 or $300,000. 

Mr. Giuffra. Did you pay back this loan, sir? 

Mr. Peacock. Did I pay back that loan? 

Mr. Giuffra. Yes, did you default on the loan? 

Mr. Peacock. I gave the air conditioners to them and RTC gave 
them away for $1,500. 

Mr. Giuffra. So $1,500 is what the taxpayers got back on this 
$50,000 loan; is that right? 

Mr. Peacock. Sounds right to me. 

Mr. Giuffra. Let’s put up document No. 10. Now on April 5th, 
the same day you filed this application for the loan, the day after 
the fundraiser, the day after you received the check for $50,000 
from Madison, you wrote a check to the Quapaw Title Company for 
about $39,000. Do you recall writing that check? 

Mr. Peacock. I don’t recall writing it but it’s right here in black 
and white and I won’t deny it. 

Mr. Giuffra. Did you have a property called the Woodson Prop- 
erty that you were involved in at that point that you had pur- 
chased? The Woodson Property? 

Mr. Peacock. That was Woodson Property, yes, sir. 

Mr. Giuffra. You were involved in purchasing that for Dixie 
Continental; right? 

Mr. Peacock. Right. 

Mr. Giuffra. You were the President of Dixie Continental? 

Mr. Peacock. I was. 

Mr. Giuffra. How much did you pay for that property? 
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Mr. Peacock. We paid around 300 something thousand dollars. 

Mr. GlUFFRA. About $330, does that sound right? 

Mr. Peacock. Sounds about right. 

Mr. GlUFFRA. Did you also get a second loan from Madison Guar- 
anty for I believe $297,000 to pay for that property? 

Mr. Peacock. I don’t remember, sir. 

Mr. Gitrt'FRA. Do you recall using this check to Quapaw Title for 
$38,900, was this the downpayment for that property? 

Mr. Peacock. Here again, I don’t remember. 

Mr. GlUFFRA. This check for $38,900 and the check for $50,000, 
you don’t know what happened to the extra $11,000, do you? 

Mr. Peacock. No, I don’t. 

Mr. GlUFFRA. Is it possible that money might have been used to 
help fund the fundraiser? 

Mr. Peacock. No, sir. 

Mr. GlUFFRA. Your contributions to the fundraiser? 

Mr. Peacock. No, sir. 

Mr. GlUFFRA. Where did you get the money for the fundraiser? 

Mr. PEACOCK. At the time I was farming several thousand acres, 
and as I mentioned in my deposition, my fuel bill a week was 
$10,000. That could have come out of any account that I had. 

Mr. GlUFFRA. Now at the time you purchased the two cashier’s 
checks were you aware that it was illegal in Arkansas for one per- 
son to contribute more than $1,500 per candidate per election? 

Mr. Peacock. No, I was not aware of that. 

Mr. GlUFFRA. Did anyone from the Clinton campaign advise you 
as to what the contribution limits were? 

Mr. Peacock. No, sir. 

Mr. GlUFFRA. Were you aware at this time that it was illegal to 
make a contribution in the name of another person? 

Mr. Peacock. I was not. 

Mr. GlUFFRA. No one from the campaign advised you of that fact? 

Mr. Peacock. No, sir. 

Mr. GlUFFRA. Let’s put up document No. 11. This is a document 
we received from Mr. Kendall and it is a memo to Governor Clinton 
from Nancy Hernreich. 

One of the attendees at this fundraiser was a man named R.D. 
Randolph. Do you know R.D. Randolph? 

Mr. Peacock. Yes, sir, I do. 

Mr. GlUFFRA. Do you recall seeing him at the fundraiser? 

Mr. Peacock. No, I don’t, but he was very likely there. 

Mr. GlUFFRA. According to the documentation that the Commit- 
tee has received, Mr. Randolph gave $2,000 at this fundraiser to 
Governor Clinton. This memo indicates that Mr. Randolph wanted 
to talk to the Governor about the veto of a water bill, it says, “He 
mentioned a meeting between you, Tucker and Jim McDougal a 
couple of years ago which involved $33,000. This was pretty cryp- 
tic.” Now this is back in 1987. Two years ago would be 1985. Do 
you know any reason why Mr. Randolph would be raising the issue 
of this fundraiser? 

Mr. Peacock. I have no idea. 

Mr. GlUFFRA. You haven’t ever discussed the fundraiser with Mr. 
Randolph? 

Mr. Peacock. No, sir. 
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Mr. GlUFFRA. Ever discussed the fundraiser with Mr. McDougal 
after it happened? 

Mr. Peacock. No, sir. 

Mr. GlUFFRA. No further questions. 

Mr. Ben-Veniste. Did you have anything at all to do with any 
conversation with R.D. Randolph or this memo that Mr. Giuffra is 
talking about? f 1 L 

Mr. PEACOCK. No, sir. I would have no occasion to, sir. 

Mr. Ben-Veniste. Had you ever heard of this before? 

Mr. Peacock. I have never heard of it until today. 

Mr. Ben-Veniste. In connection with the fundraiser, there were \ 
thank you letters sent out, according to our records, from the Clin- 
ton for Governor for Arkansas Campaign, dated May 3, 1985. One 
was to Ken Peacock and the other was to Dene Landrum. Are you 
aware that these individuals received thank you letters for their [ 
contributions? 

Mr. Peacock. No, I wasn’t, but I am not surprised. If someone 
gave me that much on contribution, I bet I’d thank them. 

Mr. Ben-Veniste. Do you have any reason to believe that Gov- 
ernor Clinton or his staff had knowledge that you were the person 
who made these contributions? 

Mr. Peacock. No, sir. 

Mr. Ben-Veniste. Mr. Hopkins, let me go to you for a minute, 
and let’s go back to the question of what it was you said to Ms. 
Heritage in 1987. You’ve indicated that you had no evidence that 
there was any quid pro quo of leases for contributions; correct? 

Mr. Hopkins. As of today, I recall none. c 

Mr. Ben-Veniste. Indeed you have indicated that it is your prac- 
tice to saber rattle and to posture in connection with your everyday t 
litigation dealings with other parties in the hope that some of the e 
things that you talk about will eventuate into provable allegations $ 
at some point? 

Mr. Hopkins. Yes, sir. 

Mr. Ben-Veniste. And you are hopeful that by making such pos- 
turing allegations, that you will be able to achieve some advantage 
either in settling the case or in the litigation? 

Mr. Hopkins. That’s correct. 

Mr. Ben-Veniste. Now according to Ms. Heritage, when this c 
matter was raised by the press in 1995 after these documents were 
leaked, she ran into you and you all had a brief conversation in t 
which she said that you said you were just posturing at the time. 
You don’t recall having made that statement; correct? 

Mr. HOPKINS. That’s correct. 

Mr. Ben-Veniste. But you would agree that that’s just what it 
was you would have done according to the normal way you do busi- 
ness; correct? 

Mr. HOPKINS. Yes, I see nothing contradictory in the statements. 

Mr. Ben-Veniste. You were asked about another lease in 1985 
that was entered into between Madison and the State of Arkansas. 
That was the expansion of space in a lease which had been entered 
into in 1984 for a grand total of an additional 1,500 square feet, 
more or less the size of an efficiency apartment. Were you aware 
of that? 
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Mr. HOPKINS. The first time I have heard about that particular — 
that specific transaction was late this morning. I still don’t know 
the specifics of it, but your description of it sounds consistent with 
what I heard this morning. 

Mr. Ben-Veniste. OK. So as far as what you knew back then, 
all you knew is as you’ve testified, that there was a fundraiser and 
that at some point a State agency had moved into the Madison 
headquarters; correct? You didn’t know what the timing was? 

Mr. Hopkins. That’s correct. 

Mr. BEN-VENISTE. And as we have shown, the timing could not 
have possibly supported a quid pro quo of a contribution made in 
1985 in return for a lease that was entered into a year beforehand. 

Let me turn to you, Mr. Miller, and the memorandum that you 
produced. In the second paragraph you indicate that, “On April 21, 
Ms. Pat Heritage informed me that she had spoken with Mr. Greg 
Hopkins, attorney for the Peacocks. Mr. Hopkins informed Ms. Her- 
itage that there is a move underway to have our firm disqualified 
for representing Madison.” And then it goes on to say the pur- 
ported basis for the disqualification. Was there ever any move to 
disqualify you? 

Mr. Miller. No, sir. 

Mr. Ben-Veniste. That was another posturing or saber rattling 
by Mr. Hopkins that did not eventuate and had no basis in fact? 

Mr. Miller. That’s correct. 

Mr. Ben-Veniste. Did the grounds for any such conflict have any 
basis in fact as far as you knew? 

Mr. Miller. No, sir, there’s none that I knew, and I couldn’t logi- 
cally put together how that could be a conflict. 

Mr. Ben-Veniste. According to Ms. Heritage, Mr. Hopkins said 
that the litigation had gotten too dirty for him and he was consid- 
ering resigning the representation. To your knowledge, did he re- 
sign the representation? 

Mr. MILLER. To my knowledge, no. 

Mr. BEN-VENISTE. And did you resign the representation, Mr. 
Hopkins? 

Mr. Hopkins. No, sir. 

Mr. BEN-VENISTE. This was another posturing or saber rattling, 
as it were, that did not eventuate. What was it that you did in 
court, that according to Ms. Heritage, Mr. Hopkins took issue with? 

Mr. MILLER. I do not know. There are only two possibilities I can 
think of. One would have been Greg and I had some prior settle- 
ment discussions, and as I recall there was an effort or an attempt 
to try to delay that bankruptcy hearing, and that maybe he 
thought we had it continued or had it settled, and I wouldn’t agree 
to that. That could have been one possibility. 

The other possibility I recall was that there may have been some 
mention that some loan proceeds made right before this entity 
went into bankruptcy could have possibly been used to pay Mr. 
Hopkins’ attorney’s fees. And I do not know. There may be other 
possibilities. Those are the only two I can recall. 

Mr. BEN-VENISTE. Did you recall Mr. Hopkins’ reaction in court 
to those? 

Mr. Miller. I don’t recall his reaction in court. Apparently, after- 
wards, he was not happy whatever the allegation was. 
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Mr. BEN-VENISTE. Did he bring that to your attention directly? 
Mr. Miller. No, sir. 

Mr. Ben-Veniste. In typing up this memorandum and preserv- 
ing it and turning it over to the authorities when requested to do 
so, did you have any concern about the underlying allegations 
being true? 

Mr. Miller. None whatsoever. I mean, it was typical debtor ba- 
loney. Greg is on one side and he is talking about saber rattling. 
I’m on the other side, collecting, and I heard it all the time. I didn’t 
believe that it had any merit whatsoever. Case closed. 

Mr. Chertoff. You know, Mr. Hopkins and Mr. Miller were in 
kind of an unusual position here because Mr. Ben-Veniste is kind 
of intent on showing you, Mr. Hopkins, to be just an empty saber 
rattler and a weaver of webs. And I’m intent on showing that you 
must have some heck of a saber. 

Let’s go first to that portion of your conversation with Ms. Hays 
where she remembers you talking about people going to prison. I 
guess we can say now here, in 1996, that a fair number of the peo- 
ple included in that inner circle at Madison either have pled guilty 
to various crimes or, in fact, been tried for various crimes. So I 
guess it is to that portion of the conversation you would agree with 
me it turns out that that prediction had a lot of substance; right? 

Mr. Hopkins. Counsel, if I said that, it appears to have been a 
pretty good prediction. 

Mr. Chertoff. Now let’s go to another prediction. You told Ms. 
Hays — and again you didn’t say you were going just to discover or 
investigate it, you represented it, you stated it to her as a fact — 
that money had been diverted from one of the loans that Mr. Pea- 
cock received into this campaign fundraiser. What do you know, 
when you look at the documents, again, we are comparing the doc- 
uments generated at the time with the testimony people choose to 
remember or not to remember 10 years later. 

What we see is that, on the very day of the fundraiser, Mr. Pea- 
cock took out a $50,000 loan and didn’t even have to sign the loan 
document for Madison Guaranty until the next day, meaning that 
he got the money even before he signed the note, which is always 
nice. That having gotten the $50,000, Mr. Peacock then cut a cou- 
ple of checks that went to the fundraiser, and that when you look 
to see where the $50,000 that Mr. Peacock took out actually went, 
we can account for about $39,000 of it, but $11,000 of it just seems 
to have disappeared. Mr. Peacock has told us he can’t really re- 
member what happened to that. So one could draw the conclusion 
that maybe there was a reimbursement here for a campaign con- 
tribution. 

Now in view of these documents showing the remarkable timing 
of the loan and then the cashier’s checks, the sequential cashier’s 
checks for campaign contributions occurring on the very same day, 
I guess you would agree with me that your statement to Ms. Hays 
about diversion of the proceeds of the Madison loan also has kind 
of a connection to some objective reality; right? 

Mr. Hopkins. Once again, I don’t recall what I said. Regardless 
of whether I said yes, this happened or we will be looking into it, 
those documents, at least, would lend some foundation to what I 
said or what I did. 
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Mr. CHERTOFF. We also know that within a matter of days after 
this interesting sequence of checks and campaign fundraiser and 
loan, there was a discussion of expanding the space that the State 
would take in Mr. McDougaTs building, and what do you know, 
$50,000 more of leases come through a few months later. 

Mr. Peacock, I want to close this up by focusing to see if I can 
stimulate your memory on this $50,000 note. I’m going to ask that 
you be given a copy of a memorandum to John Latham from Jim 
McDougal dated March 27, 1985, about a week before this fund- 
raiser and this loan occurred. We will put it up on the screen there. 
You knew John Latham from the bank; right? 

Mr. Peacock. I did. 

Mr. Chertoff. It says: 

Have Charles Peacock execute the $50,000 note secured by the air conditioners. 
Have him carry a blank note and mortgage as well as a standard Offer and Accept- 
ance form with him for he and his wife, Judy, to execute. 

Have him resign from the Board, and do not fund the $50,000 loan. Tell him I 
will call him about it Friday. 

What did he say to you about this? 

Mr. Peacock. I don’t remember him saying anything, and I cer- 
tainly would have known about any note between John Latham 
and Jim McDougal. 

Mr. Chertoff. Well, is there a connection here between you get- 
ting this loan and your resigning from the Board? 

Mr. PEACOCK. It had nothing to do with that. I was running a 
farming operation, a construction business, and selling glass-lined 
tanks. I was working about 18 or 19 hours a day and I didn’t have 
time to go to the Board meetings, and it was just time for me to 
get off. If it happened at this particular time, it was coincidental. 

Mr. CHERTOFF. Wasn’t it, in fact, the next day that you resigned 
from the Board? 

Mr. PEACOCK. I don’t remember, sir, but I am not going to argue 
with your figures right here. But it wasn’t anything that they told 
me I had to do. 

Mr. CHERTOFF. I don’t want to blindside you because the minutes 
show you did resign the next day. But you don’t see any connection 
between that resignation and the loan, even though we have a 
memo that shows that there is a connection? 

Mr. PEACOCK. I don’t, and I don’t know that that memo had any- 
thing to do with me, really, when it comes down to it, because I 
wasn’t aware of what Latham and McDougal did. And as I told you 
before, I got out there and got the jobs done that they needed to 
be done. 

Mr. Chertoff. All right. Nothing further. 

The Chairman. I have no further questions. 

Mr. Ben-Veniste. I have a question about the notion of making 
a $50,000 loan as consideration for $6,000 in contributions. That 
arithmetic doesn’t seem 

Mr. PEACOCK. Sir, I’m not very bright, but I’m smarter than that. 

Mr. Ben-Veniste. When we talk about a heck of a saber, in Mr. 
Chertoff’s words, what we are talking about, to go back to the un- 
derlying claim that is in your memorandum, and follow with me 
here, Mr. Miller, the statement is on page 3, “In return for the sub- 
stantial campaign contribution, Bill Clinton assured Jim McDougal 
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that a State agency would lease space from Madison at its head- 
quarters on Main Street in Little Rock. ,, 

Now that Main Street, Little Rock headquarters was at 100 Main 
Street — Fm sorry — 1501 Main Street, and it was the Madison 
Guaranty Savings & Loan headquarters. We know without a doubt 
that that headquarters provided space in the amount of some 7,000 
square feet in a 5-year lease entered into in April 1984. 

Mr. Miller, if you are looking at this allegation and somebody is 
trying to rattle a saber at you but they make a mistake where they 
are a year off like this, is this going to have any effect on you? 

Mr. Miller. No, sir. 

Mr. Ben-Veniste. We heard testimony this morning from Mr. 
Epes to say that, by 1985, his agency had expanded to the point 
where it needed additional space. They took an additional 1,400 
square feet of contiguous space at the Madison Savings & Loan. 
Does this strike you as something in the nature of some devious 
conspiracy? 

Mr. Miller. I don’t have an opinion either way, but it doesn’t 
strike me as being some kind of great conspiracy. 

Mr. Ben-Veniste. No one asked Mr. Epes whether there was any 
question but that his agency needed the space. The space was 
available and it was rented at market. The notion that that 1,400 
square feet is the payoff for the 1985 fundraiser strikes me as just 
totally and utterly ludicrous. Do you have some other view? 

Mr. Miller. No, sir. We viewed all these allegations to be with- 
out merit and we proceeded within about a week or so to file in 
State court to try to take Mr. Peacock’s house from him. 

Mr. Ben-Veniste. You were undeterred by this? 

Mr. Miller. That’s correct. 

Mr. Ben-Veniste. I have nothing further, Mr. Chairman. 

The Chairman. OK. I want to thank the panel for coming. 

Mr. Peacock, I asked staff with respect to the inconvenience and 
they told me we were attempting to get two panels, seven people, 
together. They tell me that you indicated, and I want to thank you, 
that you were available everytime they called, trying to coordinate 
with the other lawyers and there was another panel of four people 
today was the reason. We are trying to get that in under the Feb- 
ruary 29th deadline. 

Mr. Peacock. We worked on that thing all the way through I 
think December. 

The Chairman. I understand that. I just want you to understand 
that we thank you because you were available whenever we called. 
It was a question of coordinating with the other six people, and we 
could never get that coordination; and thereafter, it came to the sit- 
uation that this whole matter was suspended, so it certainly was 
not by intent to harass you in any way, but it was a question of 
trying to coordinate all of the schedules. 

Mr. Peacock. I had a summons from the Senator, the Chairman, 
that said, “I would be available” presented to me. I had a notice 
given to me by Mark that, if I didn’t show up, the U.S. Marshals 
would come and get me. So you’re durn right, I was available but 
I missed out on my work. 

The CHAIRMAN. But even without that subpoena coming, the 
staff indicates that you were willing to cooperate. I just wanted to 
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thank you for that and try to set the record straight by explaining 
how that situation came about, because I did ask staff what the sit- 
uation was. 

Let me say that I think the testimony from the two panels was 
very powerful. I want to thank you for your participation. 

Mr. Miller, I want to assure you that my initial observations 
were so that you would be in a position to testify and we could hear 
you. It was not an attempt to trick you or anything like that. 

We thank you for your candor. We thank you for being here. 

We stand in recess until tomorrow morning at 10:00 a.m. 

[Whereupon, at 3:36 p.m., the hearing was adjourned, to recon- 
vene at 10:00 a.m., on Thursday, April 25, 1996.] 

[Appendix supplied for the record follow:] 
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Art j-cis 5 :c:<? SailCi^ Serv:ces 
Stanoard Lease Form I 
Revised and Aooroved by 
Attorney General, Hay, 1975 


Fund 

1 


Lease y'-r. 7 -1..V : 3 

A/inual .ent. $ SE.Sa; — — 

Square Feet: 6C52 

Rate: S 8,50 per square :g»r 

Type: _0f 

New: x Renewal: 

Worked By : FV 

County 60 Agency 395 Site 01 


STATE OF ARKANSAS LEASE AGREEMENT 

THIS LEASE MADE this 1st day of Apri 1 , 1 9 34 ,by which 

Madison Financial Corporation (’'LESSOR" ) 

leases to the STATE OF ARKANSAS ("STATE") by Arkansas State Building Services ("SEE 
for the use of Arkansas Housing Development Aoencv. 1501 Main Street. Little Rock. 

Arkansas 72202 ________ 

or any other Department, 8oard, Commission cr Agency of the STATE which SBS shall 
designate ("AGENCY"), the decribed property ("PREMISES") uoon the terms o£ this 
lease. 


’. FEE? -? ** s oace (consisting of 5335 sc. ft. 

of usuable space and *67 so. ft. of common use space! with 25 automc 

parking spaces designated by Lessor and an additional handicapped space at ^ 

1 SOI Main Street all situatad in the 

r - 



, County of 


Pul aski 


initial term will begin on July 1, 198 4 or as scon t^e^eaf te- 
Teted to meet plans a^d soeci f ications and the Lessor*s centra 

and SES "agree that the space is ready to be occupied and end June 30, 1989 & 

Should occupancy occur at a date later than July 1 . 1984, the portion of that mon: 
rent shall be prorated on a daily rate of SI 61 . 78 . 

RENT . The STATE agrees to pay $ 4 , 853 . 50 per calendar, month (amxta*. 


in advance on the first day of each suen p-riod upon invoice from the LESSOR. Su» 
amount to be paid by the AGENCY to LESSOR at: 
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4. UTILITIES AND SERVICE; . The LESSOR -ill furnish the following utilities 
and services: 

ves heat and air conditioning 

ves hot and cold water 

ves water and sewer 


ves 


electrici ty 
yes gas 

N/A elevator services 

ves trash removal 

ves lamps, tubes, ballasts 


ves janitorial sprvices and supplies 
daily (or ) 


,yes Security Service 
5. MAIKTENAflCE, REPAIR, REPLACEMENT . LESSOR agrees to maintain the 
PREMISES in good repair and tenantable condition, malting replacements when necessar 
according to the reasonable satisfaction of the S8S including, but not limited to, 
all structural components, mechanical equipment, pest extermination and snow 
rarcvsT. If LESSOR fails to correct a aeficicnwj »i tr.i " thirty -2”- sfts^ 
notice from SBS or tne AJcMwf or « :!>/.-. ar. appropriate sherter oericd 
sta£*d-in the notice in the event of a deficiency constituting a hazaro to tne 
safety of the STATE’S employees, property or any other person, the 


--sj? 


erforo-such*. maintenance or make such repair at its own cost arrf, in- 
[C.Qthtr reme dy it may have, the STATE may deductr the- {hereof 
then be or thereafter become due. ThcTTASEiSr oM.^ation 
•LESSOR’S obligation under this Lease are hereby made dependen- 
ts OESTP JCTIQN . LESSOR shall bear the risk of loss by fire or 
and shall maintain fire and extended coverage insurance to the 
• full replacement value of the PREMISES. Upon ar.y such occurrance, resulting in 

a casualty to the extent that the agency cannot continue its operations, the 
rent shall terminate. LESSOR agrees to promptly repair or replace any part of 
the PREMISES damaged or destroyed. Should the building not be restored to its 
original condition, reasonable wear and tear excepted, the Lease may be 
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7. TEW 1 NATION . The STATE may terminate this Lease by thirty (;c) 
written notice to LESSOR by S8S if the AGENCY'S funds are insufficient for it 
to continue the operations for which the PREMISES are being used. 

8. MISCELLANEOUS . (a) This Lease and any modi f ication or amendments to 

it will not be valid without the wirtten approval of SES. (b) This Lease shall 
benefit and find the parties hereto and their heirs, personal representatives 
successors and assigns, (c) The STATE may terminate this Lease by v/ritten notice 
from S3S to LESSOR upon the taking by eminent domain of any part of the PREMISES, 
(d) Nothing in this Lease shall be construed to waive the sovereign innunity of 
the STATE or any entities thereof, (e) This Lease contains the entire agreement 
of the parties. 


9. SPECIAL PROVISIONS . A. LESSOR shall provide STATE BUILDING/ SERVICES 

£ 

and ARKANSAS HOUSING DEVELOPMENT with an annual expense statement covefrin^- 
uciiities anc jsnitcrial services costs. The first stateoervt shall the 

yea- 1 . 1Q{ M t K -nuoh June 30. 1985. The second statement shall refle- 

expenses incurred July 1 , 1 985 through June 30, 1986. Upon receipt of this seccn< 
iutament, STATE BUILDING SERVICES LEASING ADMINISTRATOR. AGENCY DIRECTOR and 



LESSOR shall review these expenses and negotiate the renewal rate for Ju-ly-4^*19£ 

3 . June 30. 1989, based only on utilites and janitorial expenses 

by authorized personnel fron the utility compaoieSTST 

B^JjgEI^^Bgg^iy^construct the Agency's space according to the plans and 

^provided by STATE BUILDING SERVICES and aoproved by the Agency pr* 

to executing- this agreement. (See attached Floor Plan and Specifications). 

C. LESSOR agrees to provide Levlor Blinds in all offices, except the Director's 

office will have special tinted glass. D. The rentable area of 68S2 square fe 

Includes 638S square feet of net usuable space and 467 square feet of comnon 

use space in the hall and restrooms. E. LESSOR will comply with all codes, law 

and regulations as they apply to access for handicapped individuals. F. State 

HOUSE COPY 

„ ’’’ “color select - ’ th *■- 
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approval by LESSOR. G. Lessor shall provide adequate air-condi ticning in t.-.e 
Computer Room to maintain tempera tore below 50° degrees. 

10. ALTERATIONS . The STATE nay make alterations, attach fixtures and 
erect additions and signs in or upon the PREMISES with prior written approval 
by LESSOR. Such fixtures, additions, and signs shall remain the property cf 
the STATE and may be removed from the PREMISES within a reasonable time after the 
termination of this Lease provided th? STATE shall restore the PREMISES to a 
condition as good as at the beginning of this Lease, ordinary wear and tear 
excepted. 

EXECUTED by the parties who individually represent that each has the authori 
to enter into this Lease. 






By 


Paul Castleoerry, vice Presicent 

^ ic-t ^ 


Sy:. 


ilk 


Cate: 


Oate: 


Wooten Epes, Executive Director 


STATE OF ARKANSAS 

Sy : Arfcansj fc State Building Services 



Administrator 




Oate: 


Date: 


SflS Director 


<£ -/ d/sY 
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Ma. Halcn Vo--, I 
SLnto 3u 1 1 na 
1515 >JU*t Severn. h .7 L; w-*t 
LittJa :»ocx. >B 7 ./OI 


Dmt .'til ant | 

AHCA rWeixinci '.o r»>r- *j“-* prcp^*! of n “-^nwicy W previa of lie* 


I&-* 


at ISrtfl ‘Viin 


t‘- ^ *-*• ijiiUitKy Ju-Ja-ual yoa *o n*r?oci.az* • \*nmm 9t, *roc*vccrt Qriat Scar -at »- 
jjk'i- ^iglpacad rart rms of 5# .SO *qu*rv foot . Thu 5o*i presets* w ter J7.21 
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MA 


Depo of:Hden Herr In Re:Whitcwatcr 2-13-96 Cr63566.Q 


(20) Q And your recollection . it was shortly after 

|21 1 it was received? 

1221 A Yes. 

Page 142 

1 1 1 Q And l want to be clear, ADFA left the 

|2 1 Madison space before the lease term expired: is that 
131 right? / 

|4| A— Yes. 

1 5 1 Q And l just want to make sure actually, do 

16 1 you recall what caused that, that departure? 

I7| 


A Madison quit maintaining the building, and 
|8| Wooten had growing concerns about the maintenance 
of 

|9| the building, and the security issues. 

UOi Q Did he still have problems with the space ? 

|ll| A I don't recall that that-was an issue as 

1 12] much as it was that the maintenance of the building, 
|13l it was dirty. 

1 1 4| Q The security problem was one they continued 
1 1 5 1 to have over a couple of years; is that right? 

I ] 6 1 A Yes. 

|17| MR. O’CALLAGHAN: I have no further 

I is] questions at this lime. 

|19| MR. FROMEWICK: I have just a couple of 

1201 follow-ups. This means we are really close io the 
|2I | end. 

1221 EXAMINATION 

Page 143 
BY MR. FROMEWICK; 

Q Mr. O ‘Callaghan asked you if any other 
bidders had been called into Mr. Mallard's office to 
meet you and you said no. But at the point that you 
met Ms. McDou gol. -th e y w ere n ‘t actua lly a bi dd er . 


I |9| Q And he told you that m those words? 

I |ioi A I can't say he specifically said that but I 

I | n I knew that he wanted to. He was quite interested in 

i |I2| it. 

I 1 1 3 1 Q But how did you know that ? The reason l 
. |U| ask you that is, l would like you, if you can, to try 
|15| and separate what you knew as a general proposition , 
|I6I living in a small town, about w ho t w as Jr tends were 
1 17} who, and what you found out. specifically during the 
; ' ? I performance of duties of your job. 

I19| And there is - it is not really a fine 
7201 line. TheftlS <J big distinction between the m o. 

|2 1 1 It is one thing for - 

|22i A It is hard to do after this long a period 


III 
| 2 | 
13 1 
HI 
I5| 
I6| 
171 
[8| 
|9| 
I10| 

mi 

1121 

U3| 

IN) 

1151 
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of timehas^one byandsomuch has been said about 
it now. 

Q So back up if we can to that period of 
time. yes. you knew that McDougals and Clinton were 
friends, and you said you knew that Mallard was 
friends of the McDougals ’ ? 

A He was friends and he would talk about 
seeing them in a social setting. And I don't recall 
exactly what he said to m-. when he told me that we 
were not going to consider other proposals, only the 
Madison proposals. But as 1 recall, he said the 
governor's office wants us to lease this space, and 
that's the way it is going to be. 

~~Q~ And y o u are quite d ear about that? 

A That's the way I recall it. 

Q Okay. And just on one final note, from 
your paint of view, the space met all the needs of 

U df a? : 


were they ; you had never received a proposal from 1 1 9| 

them? I |20 1 

Right. 1 '2l| 

Q So had this meeting never taken place, at 1 22 1 

(hat point they are not a bidder? 

A That's right. 

Q Bidders generally sent you proposals? 

A Right 1 

Q And occasionally people that . for other 
reasons, that might not have had on official bid in . 

1 16| might meet you the way you met Ms. McDougol ? 

1171 A Yes. 

|18| Q Now, when Mallard pretty much told you that 
1 1 9| the Madison proposaT was the one you~ vrrr gouTf td~g(T H — [ 9 j 
1 20 1 with, did he specifically use the words "because the j 1 10| 


A Yes. 

MR. FROMEWICK: 
questions. 

MR. O’CALLAGHAN: 


Okay, f have no further 
1 bave-two more quick 
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ones and that should be it. 

EXAMINATION 

BY MR. O'CALLAGHAN: 

Q When you brought the objections from 
Mr. Epes to Mr. Mallard ^attention , you mentioned 
earlier that again the sentiment war expressed the 
governor ‘s office wanted to lease that space: is that 
right? \ 

-Ar Y e s. " \ 


|21) governor wants this"? 


122 ) 


A No. 


| Mil 

! 1121 
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HI Q What did he tell you? | II4| 

|2] A He said the governor' s office wanted us to |I5| 

f 3 1 lease this facility. ' |I6| 

|4| Q Was it - from your point of view, did 1 1 7| 

15 1 Mallard want it as well? ! |18| 

|6| A Yes. 1 |i9| 

|7| Q And why did Mallard tell you he wanted it? |20| 

]8| A He wanted to support the McDoueals also. 1211 


Q And that there was mention that the 
McDougals and the Clintons were friends: is thot 

1 

A Yes. 

Q And that Mr. Mallard was friends with the 
McDougals? 

A Yes. 

Q Okay. And with regard to Mr. Mallard's and 
yours and Mrs. McDougol ’>■ meeting, was that a first 
artempt by Madison to make a bid on getting the 
leasing contract ? 

A Did you say was that the first attempt? 


ACE-FEDERAL REPORTERS, INC. 


202-347-3700 


Page 141 to Page 146 
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Fund Raisar 
18 


MEMORANDUM 


TO: JSS 

FROM: LM 

DATE: April 23, 1987 

* 

RE: Madison v. Peacock 

Our firm represents Madison Guaranty Savings & Loan 
Association ("Madison") in several collection matters related 
to Charles Peacock, III, his children and related entities. 

We have been dealing primarily with Ms. Pat Heritage, a loan 
and collection officer with Madison. 

on Tuescay, April 21, 1987, ms. Pat Heritage informed 
me that she had spoken vith Mr.' Greg Hopkins, attorney for the 
Peacocks. Mr. Hopkins informed Ms. Heritage that there is a 
move underway to have our firm disqualified from representing 
Madison. The basis of the disqualification is that Jim Guy 
Tucker has substantial involvement with Madison and vith 
Mr. Jim McDougal, that this creates a conflict, and therefore, 
our firm should be disqualified. 

Mr. Hopkins went on to explain that there was substan- 
tial wrongdoing regarding the prior administration of Madison, 
that several people were "going to go to prison," and that our 
firm will be severely embarrassed when a full disclosure is 
made and our firm is disqualified with potential sanctions 
being imposed. Mr. Hopkins also stated that the matters 
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regarding the Peacocks and Madison was getting too dirty and 
he has considered resigning his representation of the 
Peacocks. 

Mr. Hopkins further informed Ms. Heritage that Madison 
should seek additional counsel not only because of Jim Guy's 
conflict, but also because all our firm is doing is churning 
the files in an effort to enhance the amount of the billings 
and that we have no concern for the ultimate outcome or the 
costs incurred by Madison. 

In addition, Mr. Hopkins informed Ms. Heritage that one 
of the loans made by Madison to Dixie Continental Leasing, 
upon which Marcy Taylor has undertaken foreclosure proceed- 
ings, ili: iiivcltss fraudulent transactions . Hr. Ecprina 
stated that a portion of the loan proceeds made to Dixie 
Continental Leasing went to Bill Clinton's campaign and that 
in return for the substantial campaign contribution, Bill 
Clinton assured Jim McDougal that a state agency would lease 
space from Madison at its headquarters on Main Street in 
Little Rock. I fail to see any conflict with regard to our 
firm based upon the Dixie Continental/Bill Clinton trans- 
action, but Mr. Hopkins seems convinced that wrongdoing 
existed that would be imputed to our firm. 

Mr. Hopkins further stated that I should not have said 
what I did in front of the Bankruptcy Court at the hearing 
held on Wednesday, April 8, 1987. At that hearing we were 
-successful in having the Peacock Brothers d/b/a The Peacock 
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Company's Chapter 11 bankruptcy petition dismissed with 
prejudice. 

I am o f the opinion that Mr. Hopkins was severely 
embarrassed as a reault of having the Chapter 11 dismissed 
with prejudice after he had made representations to his client 
that everything would be taken care of. Mr. Hopkins is now 
apparently attempting to slander our firm and making 
allegations that I feel are wholly unsupported by the facts in 
these proceedings. I am greatly offended that Mr. Hopkins has 
imputed that Mr. Tucker is seme way involved with the 
fraudulent dealings and that our firm is involved in 
misdealings . 

On April 21/ 1987/ immediately after discussing this 
matter with Ms. Pat Heritage; Tim Grooms and I discussed the 
matter with Mr. Tucker. Jim Guy reassured us that he has no 
conflict with regard to his personal transactions with 
Madison. In addition; Jim Guy informed us that a full 
disclosure of his transactions with Madison has been made to 
the FSUC -and that the representation of our firm has been 
approved by the FSLIC. Jim Guy suggested that I draft this 
memorandum to inform you of the statements made and to solicit 
your advice regarding the allegations made by Mr. Hopkins. 

Please review the matters set forth above and, at your 
convenience, contact either Tim or myself regarding any 
comments or suggestions that you may have to an effective 
resolution of the matters set forth herein. 

HOUSE 

cc: Mr. Jim Guy Tucker 
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Copyright 1995 The Times Mirror Company 
Los Angeles Times 

July 31, 1995, Monday, Home Edition 
SECTION: Part A; Page 8; National Desk 
LENGTH: 850 words 

HEADLINE: CLINTON OKD STATE LEASE WITH S&L IN '84, MEMO REVEALS 
BYLINE: From Associated Press 
DATELINE: WASHINGTON 
BODY: 

While Arkansas governor. Bill Clinton resolved a dispute over leasing office 
space for state agencies by confirming a recommendation to award the contract to 
his Whitewater business partner over the repeated objections of a state agency. 

The President's role, acknowledged last week by a Clinton confidant and a 
former state official, marks the first known instance in which Clinton was 
involved in a state decision that financially benefited Madison Guaranty Savings 
& Loan, which was owned by James B. McDougal and subsequently went broke. 

Clinton ' m role in the state lease comes to light as the Whitewater 
independent counsel is studying an attorney's 1987 memo that describes thirdhand 
an allegation that Clinton promised state lease business to McDougal in exchange 
for a "substantial campaign contribution." 

Arkansas records show Madison Guaranty received three state leasea worth tens 
of thousands of dollars from Clinton's gubernatorial administration in the 
mid-1980s. One lease was finalized in 1984; the other two were approved after a 
controversial April, 1985, fund-raiser that McDougal hosted for Clinton at 
Madison . 

Clinton's personal lawyer, David E. Kendall, said that while Clinton 
supported moving state agencies into the poor Little Rock neighborhood that 
McDougal and others were refurbishing, there was never any connection to 
political contributions. 

The 1987 memo's allegation originated with a lawyer representing Arkansas 
businessman Charles Peacock III, a former Madison official who at the time was 
trying to stop the S&L from foreclosing on several of his business and personal 
loans . 

Peacock's contribution to Clinton at the 1985 fund-raiser has been a focus of 
the Whitewater investigation. He later was hired to renovate one of the 
buildings that received a state less*. 

In a three-page memo dated April 23, 1987, Lance Miller, an attorney working 
to collect loans overdue to Madison, recounted allegations made by Greg Hopkins, 
Peacock's attorney. The memo quotes Hopkins as stating that some of the proceeds 
from a loan his client received from Madison on April 4, 1985, were diverted as 
a donation to Clinton's campaign. 

Investigators believe the donation was delivered to Clinton at the 
fund-raiser later that day at Madison. They have alleged it was disguised in the 
name of two other contributors as part of a larger scheme to divert S&L funds to 
Clinton's campaign. McDougal and Peacock have disputed the diversion 
allegations . 

"Mr. Hopkins stated that a portion of the loan proceeds made to Dixie 
Continental Leasing {Peacock's company) went to Bill Clinton's campaign, and 
that in return for the substantial campaign contribution, Bill Clinton assured 
Jim McDougal that a state agency would lease space from Madison at its 
headquarters on Main Street in Little Rock," the memo said. 
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Investigators also have Miller's handwritten notes, which state: "Dixie loan 
went to Clinton campaign, signed lease to state, a lot of people going to 
prison ! ! " 

Miller wrote the memo after a call from Pat Heritage, a Madison loan officer 
who heard the allegations from Hopkins. 


Miller and Heritage said this month that the memo was accurate but that they 
believed Hopkins' allegations amounted to posturing to stop the loan 
foreclosure. Heritage said she was recently questioned extensively about the 
memo by officials working for Whitewater counsel Kenneth W. Starr. 

An individual close to Clinton, speaking only on condition of anonymity, 
confirmed that Clinton was drawn into the 1984 lease dispute after the state 
housing agency refused to move into Madison’s headquarters. The move had been 
recommended by the state leasing agency. 


"Two agencies had disagreed, " the source said. "The governor decided to go 
with Madison, to go with the recommendation of the State Building Services, the 
expert agency. ” 

Paul Mallard, who ran the building services office, said Clinton "never tried 
to influence me." 

Wooten Epes, then the housing agency head, said he met with Clinton in the 
governor's office in 1984 shortly after Epes wrote two letters: one recommending 
an alternative site and the other rejecting Madison as too expensive and in an 
undesirable location. He then appealed to Clinton, who would not overrule the 
leasing agency's recommendation. 

"The only thing I recall coming from it was, the governor was aware of the 
redevelopment in that part of town, and he thought it would be good for the 
state to be part of it," Epes said. 

McDougal said he probably discussed the leases with Clinton. 




"I'm not trying to deny I might have said, 'Hey, Bill, why don't you give us 
something for this area down here?' " that was mostly populated by poor 
minorities, McDouoal said. But he said there was no connection to anv oolitical 
donations . 


The source close to Clinton said he was unaware of any involvement by 
Clinton in the two leases awarded after the fund-raiser. 

Hopkins did not return half a dozen calls seeking comment and refused to see 
a reporter at his office. Peacock would say only that "I don’t know anything 
about" the memo's contents. 
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43 

1 to your attention? 

2 A The governor never said anything to me at 

3 all about this lease or any other lease that we made 

4 while I was at state building service, 4-1/2 years or 

5 whatever length of time 1 was there. 

6 Q Did anyone in his office tell you about a 

7 meeting between the governor and Mr. Epes? 

8 A Not that I can specifically remember, no. 

9 Q Do you have a general recollection that 

10 that might have happened? 

1 1 A Well, it might have happened, I don’t 

12 know. 1 don’t have any way of knowing for sure. 

13 Q lam just trying to get a feel for, if you 

14 have a — just a general recollection, that that did 

15 occur, but you can’t specifically recall -- 

16 A Well, I can’t. It might have occurred, but 

17 I can’t, 1 just don’t recall anybody calling me 

18 saying Mr. Epes has met with the governor or anything 

19 like that. 

20 Q Did you ever see any written correspondence 

21 to that effect? 

22 A No. 

44 

1 Q Do you remember any meetings you had with 

2 Ms. Vowell or Ms. Herr with regard to the lease, the 

3 AHDA lease? Did you ever say to her that one of the 

4 reasons why you were going forward with the lease was 

5 because the McDougals were friends of the Clintons 

6 and there was a desire to help out the McDougals? 

7 A No, I don’t specifically remember any 

8 conversation like that. You know, I am sure it was 

9 assumed. You know, everybody assumed that everybody 

10 was friends with the governor, you know. 

11 Q At the time — during the time of this 

12 lease, were you aware that the McDougals and the 

13 Clintons were familiar with each other? 

14 A Why sure, I knew they were familiar with 

15 each other. Everybody that was, you know, in 

16 business, and, you know, I think I have seen him at 

17 fundraisers and various other things or seen Jim at 

18 those. And Mr. McDougal has been in politics ever 

19 since he’s been a little boy, so I knew that — 

20 everybody knows everybody here in Arkansas. 

21 Q Well, sir, did you know that during the 

22 time of this lease, that — were you aware that the 
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Davis Fitzhugh 
Sue Strayhorn 


Ms. Margaret Carter came by this morning to see Jim 
McDougal, and was referred to him by Bill Clinton 4nd 
Guy Berry. She is interested in leasing space for 

art studio, possibly upstairs at 1300 Main. She 
afford approximately $500 per month, plus utilities, fbr 
comparable floor space. If not at 1300 Main, thjen 
something similar. 

She can be reached at 664-1136 before 4:00 p.m. 
and will be returning Friday. 

\Can you help her? 
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Checks Received in Connection with the 1985 Fundraiser 


Name Appearing on 
Check 

Check 

Amount 

Check 

Date 

Comments 

Jim Guy Tucker 
(County Cable TV) 

1,000 

4/4/85 

MG Counter Check 
Memo: "Contribution” 

J.W. Fulbright 

3,000 

4/4/85 

MG Cashier's Check #2496 

Eugene or Alice Harris 

1,000 

4/10/85 

Is/ Alice Harris 

David Henley 

1,000 

4/4/85 

MG Check 

James Henley 

1,000 

4/3/85 

MG Check 

Larry Kuca 

1,000 

4/4/85 


Dean Landrum (Dene) 

3,000 

4/4/85 

MG Cashier's Check #2498 

James McDougal 

3,000 

4/4/85 

MG Check 

Is/ Susan McDougal 

Ken Peacock 

3,000 

4/4/85 

MG Cashier's Check #2497 

| Brett Pharis 

1,000 

4/4/85 

MG Counter Check 

| Robert or R.R. Randolph 

1,000 

4/4/35 

/V Robert Randolph 

Steven Smith 
(Smith Import, Inc.) 

2,000 

4/4/85 

MG Check 

Chris or Rosalee Wade 

2,000 

4/4/85 


R.D. Randolph 
(West Ark. Constr. Co.) 

2,000 

4/4/85 


Henry Hamilton 

2,000 

4/4/85 

MG Check 

Pat Harris 

1,500 

4/4/85 

MG Check 

John Latham 

2,000 

4/4/85 

MG Counter Check 
Memo: "00154182" 

Nathan Lubin 

1,000 

5/14/85 

Rec'd 5/3/85 thank you Itr 

TOTAL 

31,500 




N.B.: In a Wall Street Journal article, Don Denton says he donated $500. 
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INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


THURSDAY, APRIL 25, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington , DC. 

The Committee met at 10:00 a.m., in room 216 of the Hart Sen- 
ate Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 

OPENING COMMENTS OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. The Committee will come to order. 

Ms. Betsey Wright would you please stand for the purposes of 
taking the oath? 

[Witness sworn.] 

The Chairman. Ms. Wright, we would be pleased to take any 
statement you might have at this time. 

SWORN TESTIMONY OF BETSEY WRIGHT 
FORMER CHIEF OF STAFF FOR GOVERNOR CLINTON 
ACCOMPANIED BY: ALAN M. COHEN, ESQ. 

O’MELVENY & MYERS, NEW YORK, NY 

Ms. Wright. Thank you. I appreciate the opportunity to share 
some thoughts I scribbled down last night while trying to sleep. 

I have now given nigh on to a jillion hours of testimony to this 
Committee, and most of the questions put to me were repetitive 
and duplicative. I find myself trying to assess why I am therefore 
here today. I have only come up with two possibilities so far: 

One is that perhaps you have no confidence in Mr. Giuffra, the 
Chief Counsel of the Senate Banking Committee, who took my tes- 
timony. Any lack of faith in him is unfounded. He is incredibly 
thorough and tedious. 

[Laughter.] 

I noticed only one shortcoming of his. While both he and I experi- 
enced frustrations about details I couldn’t remember from 10 and 
12 years ago, he had frequent memory lapses about things he had 
asked me only hours before. I recognize that his days are overly 
full, stressful, and exhausting. All of our days 10 and 12 years ago 
were every bit as varied, full, stressful, and challenging, only we 
didn’t come close to anything like a single focus. 

( 2341 ) 
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My second theory is that perhaps my previous testimony was re- 
ceived sort of as an audition for this hearing appearance. That pos- 
sibility is inconsistent with the Committee’s goal of fact-finding and 
information gathering which is occurring in a limited timeframe. It, 
rather, indicates to me political motives for public display. 

I have experienced cavalier and careless Committee procedures 
and testimony, a shedding of them, and I will give you two exam- 
ples. First, Mr. Chertoff in questioning another witness falsely 
characterized a trip that I made to Little Rock as, “A trip to search 
for Whitewater records.” I have never made such a trip. The second 
example is that an Associated Press reporter called me after being 
shown confidential documents provided this Committee under sub- 
poena, a viewing he was given along with false and negative char- 
acterizations of the documents. I believe that this was done by a 
Member, or staff of the Committee, or the staff of a Member. These 
actions point to a lack of respect for procedures and more toward 
a political tack. 

I am not going to challenge my subpoena to appear here, in spite 
of having already testified, because I know, though I am now a pri- 
vate citizen, some Members of this Committee would try to link my 
resistance to the President. 

I want to share with you two of many observations I have to 
make about political figures. 

The first is that in your duties, in the course of your duties and 
campaigning, you get to make more “friends” than most people, al- 
though you probably don’t have more close personal friends than 
anybody else. The downside for you is that the mere association 
with troubled, or troublesome, or in trouble, or exaggerating friends 
lends itself to guilt by association, something which has probably 
happened unfairly to every Member of this Committee, and yet 
something which some Members of this Committee have tried to 
smear the President with day after day. 

My second observation is that from time to time, political contrib- 
utors give money which may have come from questionable sources. 
Senator D’Amato certainly had an experience with that in the not- 
too-distant past. Senator Dole is under scrutiny for it now. I don’t 
believe even for a microsecond that either Senator had reason to 
know about the infractions committed by those contributors. 

If there are problems about the source of money which Bill Clin- 
ton received at the 1985 fundraiser held at Madison Guaranty, he 
should receive the same benefit of the doubt Senator D’Amato and 
Senator Dole asked of the rest of us. They don’t approve of infrac- 
tions. Bill Clinton nor I approve of such infractions. 

The 12 years I worked for Bill Clinton as his Campaign Man- 
ager, Chief of Staff, State Democratic Party Chair, Deputy Chair 
of the Presidential Campaign, were glorious years providing me 
rare opportunities to learn and to do. I am proud that I had a 
major role in a Clinton Administration which provided great and 
progressive leadership to the incredibly wonderful State of Arkan- 
sas, which is filled with fabulous Americans, all images this Com- 
mittee’s work obscures. 

Having said all this, I thank you for allowing me to share these 
thoughts and I will now attempt to answer any further questions 
you have for me. 
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The Chairman. Thank you, Ms. Wright. 

Let me say that I think you have made a number of very valid 
observations, but let me also assure you, first, that we do take 
depositions. We are going to try to cut down on them because of 
time and cost. It is not unusual to have someone come in and give 
depositions privately before we then take public testimony. 

Second, there certainly has not been a conscious attempt by this 
Committee to in any way demean the State of Arkansas or its peo- 
ple. That just simply has not been. 

Third, we are really attempting to get the facts as best we can. 
No one here that I am aware of has made any public statements 
as it relates to particular acts — fundraising activity, et cetera — that 
is part of the scope, and I don’t believe as it related to the hearings 
that were conducted yesterday that anyone suggested that the 
President, then-Governor, was aware of what may or may not have 
been improper conduct on the part of fundraisers. 

Certainly, the facts demonstrate some unusual activity — let’s 
characterize that basically — that came, it would seem to me, from 
Mr. McDougal and a number of his employees, but I think you very 
aptly pointed out, and did a very admirable and a very credible job, 
in setting forth that this is a situation that no one should attempt 
to say, well, you see, this is something that the President himself 
was involved in, nor was that undertaken yesterday. But I cer- 
tainly appreciate your sentiments and we’ll see if we can’t move 
this process quickly and expeditiously, gathering the facts that is 
our charge. 

Mr. Chertoff. 

Mr. Chertoff. Ms. Wright, you were Chief of Staff to Governor 
Clinton for about 10 years? Right? 

Ms. Wright. Seven years. 

Mr. Chertoff. From 1983 to 1990? 

Ms. Wright. Correct. 

Mr. CHERTOFF. You also ran Governor Clinton’s campaigns dur- 
ing that period of time? 

Ms. Wright. In 1982, 1984, and 1986. 

Mr. Chertoff. You did not run his campaign in 1990? 

Ms. Wright. I did not. 

Mr. Chertoff. When you were his Chief of Staff, pretty much 
every piece of paper that came to him crossed your desk first; is 
that right? 

Ms. Wright. Yes, sir. 

Mr. CHERTOFF. Do you think there’s any area of his activities as 
Governor about which you were unaware? 

Ms. Wright. It is unlikely. There have got to be some things I 
was unaware of. 

Mr. Chertoff. But you made it your business to keep track 

Ms. Wright. Yes, sir. 

Mr. Chertoff. — of his activities? 

Ms. Wright. That was my job. 

Mr. Chertoff. Part of your job, in fact, was to look out for him; 
right? 

Ms. Wright. Surely. 

Mr. CHERTOFF. You want to protect his interests; right? 

Ms. Wright. Surely. 
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Mr. Chertoff. You want to protect his reputation? 

Ms. Wright. Surely. 

Mr. Chertoff. You want to see that his agenda gets carried out? 

Ms. Wright. Surely. 

Mr. Chertoff. That was all part of your job description? 

Ms. Wright. Surely. 

Mr. Chertoff. Now, Mr. McDougal also had been a member of 
the Governor’s staff in his first term; right? 

Ms. Wright. That’s — Yes, sir. 

Mr. Chertoff. You knew Mr. McDougal? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. Mr. McDougal was a campaign contributor on oc- 
casion; right? 

Ms. Wright. Rarely. 

Mr. Chertoff. He held a 1985 fundraiser; right? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. That was a fundraiser that was designed to retire 
a campaign debt that the President had taken out personally the 
previous year? 

Ms. Wright. It was a fundraiser to raise political money. 

Mr. Chertoff. Part of which was designed to retire an outstand- 
ing debt 

Ms. Wright. That’s correct. 

Mr. Chertoff. — the President had incurred the previous year; 
is that right? 

Ms. Wright. That’s correct. 

Mr. Chertoff. Now, you also knew Mr. McDougal had other re- 
lationships with Governor Clinton; right? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. You knew he had a social relationship with him? 

Ms. Wright. I am unaware that he did. 

Mr. Chertoff. You knew that they were business partners? 

Ms. Wright. I am aware that the Clintons were investors in a 
one-business development operation with him. 

Mr. Chertoff. And that’s called “Whitewater Development”? 

Ms. Wright. Correct. 

Mr. Chertoff. How did you first hear about that? 

Ms. Wright. I oversaw the filing of the Governor’s annual disclo- 
sure forms, and that was always listed, and I did, I guess, on the 
first one ask him what Whitewater Development was, and he said 
it was a real estate investment with Jim McDougal. 

Mr. CHERTOFF. Now, of course, the forms themselves don’t indi- 
cate on their face that Jim McDougal was involved in the invest- 
ment; right? 

Ms. Wright. That’s correct. 

Mr. CHERTOFF. All they show is an investment in the Whitewater 
Development Corporation? 

Ms. Wright. That’s correct. 

Mr. Chertoff. The forms also don’t show how much money each 
of the investors in Whitewater contributed; right? 

Ms. Wright. No, sir. 

Mr. Chertoff. Did you ever find out how much money each in- 
vestor was contributing? 

Ms. Wright. No, sir. 
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Mr. Chertoff. Did you ever ask? 

Ms. Wright. No, sir. 

Mr. Chertoff. Now, I assume as part of your job duties, again, 
in assisting the Governor and looking out for his interests, was to 
make sure he didn’t get himself into any situations that created ei- 
ther actual or apparent conflicts of interest; right? 

Ms. Wright. Probably more often to make sure other people did 
not put him into those situations. 

Mr. CHERTOFF. Because you understand integrity is an important 
principle in Government; right? 

Ms. WRIGHT. It certainly is. 

Mr. CHERTOFF. You were committed to that? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. So you wanted to make sure that he didn’t get 
into situations where someone might question his integrity; right? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. And 

Ms. Wright. He — that’s not something I imposed upon him. He 
was very concerned and committed to avoiding any improper ap- 
pearances. 

Mr. Chertoff. But in your own responsibilities, you understood 
that was a significant part of your responsibility to make sure that 
nothing arose that would put the Governor in a position where he 
would have a conflict of interest; right? 

Ms. Wright. Yes, but 

Mr. CHERTOFF. Now, you knew that Mr. McDougal was in the 
1980’s, among other things, a banker and savings and loan execu- 
tive; right? 

Ms. Wright. Correct. 

Mr. CHERTOFF. In fact, is it fair to say that Mr. McDougal was, 
at least in the period of the early 1980’s, a pretty prominent figure 
and a pretty noticeable figure around Little Rock? 

Ms. WRIGHT. I think that’s a slight exaggeration. 

Mr. Chertoff. He was a colorful figure? 

Ms. WRIGHT. He was colorful to people who knew him and saw 
him, but not everybody did. 

Mr. CHERTOFF. What was Mr. McDougal’s reputation in the early 
1980’s? 

Ms. Wright. I can only speak for my impressions of him, that 
he was a Yellow Dog Democrat; that he was a story-teller; that he 
had a great appreciation for history; and that he seemed to be in- 
creasingly personally shakey — perhaps ill. 

Mr. CHERTOFF. This was in the early 1980’s he seemed ill to you? 

Ms. WRIGHT. Well, I — I didn’t — I went to Arkansas — I don’t know 
that I met him until — yeah, early 1980’s; yes. 

Mr. Chertoff. When you first heard from Governor Clinton 
about this Whitewater investment, you understood that McDougal, 
because he was an executive, or actually the owner of a bank and 
later of a savings and loan, would have business with the State of 
Arkansas; right? 

Ms. Wright. What type of business? 

Mr. Chertoff. Well, the State regulates banks, doesn’t it? 

Ms. Wright. State banks. 

Mr. Chertoff. Does the State regulate savings and loans? 


2346 


Ms. Wright. State savings and loans. 

Mr. Chertoff. Do you have an understanding that in his capac- 
ity first as the owner of Madison Bank and Trust, and then Madi- 
son Savings & Loan, Mr. McDougal might have business with the 
State regulators? 

Ms. Wright. I don’t know that I thought of it. I think all finan- 
cial institutions did; yes. 

Mr. Chertoff. Did you ever discuss with Governor Clinton tak- 
ing steps to make sure that there was some kind of separation be- 
tween any decisions the Governor might make in Mr. McDougal’s 
case, or between the Governor and any decision that had to be 
made with respect to Mr. McDougal’s interests? 

Ms. Wright. I can see no reason why he would. 

Mr. Chertoff. Did you ever ask whether the nature of Mr. 
McDougal’s business relationship with the Governor involved 
money moving back and forth between them? 

Ms. Wright. Will you ask me that again? 

Mr. Chertoff. I’ll rephrase the question, Ms. Wright. When you 
discussed with the Governor the Whitewater investment, what did 
the Governor tell you was the nature of the investment? 

Ms. Wright. That it was a real estate investment. 

Mr. Chertoff. Did the Governor tell you he had put money into 
the investment? 

Ms. Wright. No. I think it was inherent to the description of it 
and the fact that we listed it on the disclosure form. 

Mr. CHERTOFF. Well, did you list on the disclosure form the 
amount of money that the Governor put into the investment? 

Ms. Wright. The disclosure forms didn’t call for that. 

Mr. Chertoff. Did you ask the Governor whether Mr. McDougal 
was putting money into the investment? 

Ms. Wright. I didn’t. I 

Mr. Chertoff. There was nothing 

Mr. Cohen. Excuse me. She hasn’t finished her answer. 

Mr. Chertoff. I’m sorry. Go ahead. 

Ms. Wright. It was of no concern to me what Mr. McDougal’s 
business was. 

Mr. Chertoff. Now after you first learned about this invest- 
ment, did you have other discussions with the Governor over time 
concerning his business relationship with Mr. McDougal? 

Ms. Wright. [Consults counsel.] 

I am certain I did. Usually when it was brought up by other peo- 
ple. I think, Mr. Chertoff, the point that I have not inserted into 
my answers of your questions but which is inherent to your ques- 
tions is that we did not treat Jim McDougal with any more def- 
erence or differently than any other businessman. 

Mr. Chertoff. My question was a little different, Ms. Wright. 
We will get to the treatment of Mr. McDougal in the second place, 
but first I want to deal with the issue of the nature of this business 
relationship. Did you come to learn during the 1980’s that there 
was a debt that Mr. Clinton shared with Mr. McDougal for the ini- 
tial investment in Whitewater; that there was liability to a bank 
on that initial investment? 

Ms. Wright. I was aware that the Clintons regarded their in- 
vestment in Whitewater as a losing proposition and one which they 
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were anxious to be extricated from during the entire time I was 
there. 

Mr. CHERTOFF. You knew that in the early 1980’s? 

Ms. Wright. Yes, sir. 

Mr. CHERTOFF. From whom? 

Ms. Wright. From the Clintons. 

Mr. CHERTOFF. So the Clintons told you in the early 1980’s that 
they regarded Whitewater as a losing investment and they wanted 
to be extricated from it? 

Ms. Wright. Either that, or I inferred it from a tone of voice, or 
from a conversation that I was present for. I don’t know whether 
they specifically said that to me, but I very much had that impres- 
sion from 

Mr. CHERTOFF. Did they tell you that, because it was a losing in- 
vestment, there was difficulty in making payments to the bank on 
the loans on the investment? 

Ms. WRIGHT. You know, I don’t think I ever focused that they 
had a responsibility. My understanding was that Mr. McDougal 
was in charge of running the company, and that the making pay- 
ments, paying taxes, filing reports, were his responsibility. And 
there was an occasion or two over the years when I became con- 
cerned that he was not doing that, and I’m certain that if I was 
concerned, they were doubly concerned. 

Mr. CHERTOFF. Well, how did you become concerned that Mr. 
McDougal wasn’t taking care of the payments on the Whitewater 
investment? How did you come to be aware of that? 

Ms. Wright. I believe — I’m not going to be able to remember spe- 
cifics — a lot of these are impressionistic — but I believe that in fact 
once there was a listing in a newspaper about a delinquent tax bill 
for the company. I believe that the Clintons once were notified 
about a late payment on a bank loan by the company. 

Mr. CHERTOFF. And on each of these occasions, you got the im- 
pression from the Clintons that they just wanted to get out of the 
investment? Is that right? 

Ms. Wright. Yes, that they viewed it as a losing proposition. 
Now, I have to say to you that I think most of Jim’s friends were 
very concerned about him. And it’s always very difficult for people 
who are concerned for friends how you deal with being supportive 
of them, and hoping that they get better, versus taking care only 
of yourself and describing whether or not that is merely selfish. So 
it was not so easy as just shut the books. 

Mr. CHERTOFF. So in the early 1980’s, your understanding is, the 
Clintons felt this was a losing investment; they wanted to get out 
of it; but they also felt that Mr. McDougal was a little mentally un- 
stable and they were concerned about not doing anything to injure 
him? Is that your testimony? 

Ms. WRIGHT. Well, I don’t know that I would describe it as “men- 
tally unstable.” It became obvious in later times that this was a 
part of the illness, but I think he had — he just seemed to be ill. 

Mr. Chertoff. Did you know during this period of time that 
Mrs. Clinton and her law firm were representing Mr. McDougal 
and Mr. McDougal’s savings and loan? 

Ms. Wright. During which period of time? 

Mr. Chertoff. In the early 1980’s. 
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Ms. Wright. No, sir, I don’t believe I did. 

Mr. Chertoff. The Governor never said to you, “Listen, Betsey, 
you ought to be aware that Hillary’s law firm is doing some busi- 
ness, or doing some legal work for Madison Savings & Loan”? 

Ms. Wright. In the early 1980’s? 

Mr. Chertoff. Meaning up until 1986. The first half of the 
1980’s. 

Ms. Wright. It is very difficult, as I’m sure you can appreciate, 
Mr. Chertoff, for me to separate what I knew contemporaneously 
from what I learned or dealt with or knew subsequently. So obvi- 
ously I’m aware that the Rose Law Firm represented Madison. 

Mr. Chertoff. I don’t want to talk now about what you learned 
during the campaign, or what you learned in recent years. I want 
to know what you were told by the Governor or Mrs. Clinton at the 
time while you were Chief of Staff, while you were so-to-speak the 
gatekeeper with responsibility for monitoring all the paper in and 
out of the Governor’s office, what you knew at that time and what 
you were told by the Clintons about the nature of their relationship 
with Jim McDougal. 

At the time in the period before mid- 1986, before Mr. McDougal 
was kicked out of the savings and loan, did you know from the 
Clintons that Mrs. Clinton’s law firm and Mrs. Clinton herself were 
doing work for Jim McDougal’s savings and loan? 

Ms. WRIGHT. I don’t think I did. I don’t think I did. But back to 
the nature of their relationship 

Mr. Chertoff. I just want to make sure we have this answer. 
So you were not told, as far as you can remember at the time 

Ms. Wright. The problem with your questions is that they come 
on the tail end of a long statement of other points, and it is difficult 
for me to respond to your statements and also your questions. 

Mr. Chertoff. I will be real sharp. The question is: At the time, 
were you told by the Governor or Mrs. Clinton that Mrs. Clinton 
and her law firm were doing legal work for Jim McDougal and his 
savings and loan? 

Ms. Wright. I don’t believe so, Mr. Chertoff. 

Mr. Chertoff. Did there ever come a point in time, again keep- 
ing your attention focused on the early to let’s say mid-1980’s, that 
you became concerned about this business relationship between the 
Clintons and the McDougals spilling over or touching upon any of 
the official activities that the Governor or his appointees were un- 
dertaking? 

Ms. Wright. Well, I mean I know that this Committee has dealt 
with a note that I wrote to the Governor at one point, and I assume 
that that’s 

Mr. Chertoff. No. Ms. Wright, I think your counsel will advise 
you that you are better off not assuming or trying to guess where 
I am going, but just concentrate on the question. 

My question is: At some point during the early to mid-1980’s, did 
you become aware of or concerned about any intermingling between 
the private business relationship that Mr. McDougal and the Clin- 
tons had and any official activities undertaken by the State of Ar- 
kansas? 
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Mr. Cohen. Mr. Chertoff, I think that is precisely the question 
she was trying to answer, and in doing so with respect to a particu- 
lar document that evidences that concern. 

Mr. CHERTOFF. Can you answer the question, Ms. Wright? 

Ms. Wright. It’s a whole lot of questions, isn’t it? 

The Chairman. Let’s start it again. Mr. Chertoff, try and narrow 
it so that the witness can be responsive without a statement. 

Mr. Chertoff. Do you know an individual named Marlin Jack- 
son? 

Ms. Wright. I do. 

Mr. Chertoff. Marlin Jackson was the Bank Commissioner in 
1985? 

Ms. Wright. Yes. 

Mr. Chertoff. In Arkansas. 

Ms. Wright. I don’t remember the exact years, but he was the 
Bank Commissioner, yes. 

Mr. Chertoff. And he was appointed by Governor Clinton? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. He was a friend of Governor Clinton’s? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. He was a former banker himself; right? 

Ms. Wright. Yes, sir. 

Mr. CHERTOFF. Now did you know in 1985, that as part of this 
Whitewater investment the Clintons had taken out a personal loan 
to finance, I guess, a display home on a particular lot up at White- 
water? 

Ms. WRIGHT. I didn’t know the purpose of the loan. I did know 
that they had taken out a loan. After the fact, I learned this, that 
they had taken out a loan which was involved in helping cover 
some of the financial development of Whitewater Development. 

Mr. Chertoff. And that again would be connected with their 
business relationship with Mr. McDougal; right? 

Ms. Wright. Correct. 

Mr. Chertoff. When did you first learn about that loan? 

Ms. Wright. I don’t know when I first learned about it. My first 
conscious memory of knowing about it was when the Bank Com- 
missioner notified us I think that the loan was delinquent. 

Mr. Chertoff. Now that’s Mr. Jackson, who is the Bank Com- 
missioner? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. Mr. Jackson notified you that the loan was delin- 
quent? 

Ms. Wright. I think it was at his bank, was it? 

Mr. Chertoff. Well, it was at his former bank. 

Ms. Wright. Yes. 

Mr. Chertoff. When he was serving as Bank Commissioner, he 
notified you that the Clintons’ loan was delinquent? 

Ms. Wright. I believe that’s correct; yes. 

Mr. Chertoff. Did he tell you how he came to learn about that? 

Ms. Wright. I assume he learned it from his bank. 

Mr. Chertoff. Was it your understanding from Mr. Jackson, the 
Bank Commissioner, that his old bank had called him up and com- 
plained about the fact that there was a problem with this personal 
loan the Clintons had taken out? 
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Ms. Wright. Yeah. 

Mr. CHERTOFF. Then what did you do after Mr. Jackson brought 
this problem to your attention? 

Ms. WRIGHT. Well, I don’t remember exactly how it was brought 
to my attention. Obviously, then the only goal I had was to make 
certain that the accounts were brought up to date. 

Mr. CHERTOFF. Did you do that? 

Ms. WRIGHT. I mean, I didn’t pay the bills; no, sir. 

Mr. CHERTOFF. Did the Governor pay the bill? 

Ms. Wright. I don’t know. 

Mr. CHERTOFF. And did you talk to the Governor about paying 
the bill? 

Ms. Wright. I was satisfied that attention had been given to it 
to take care of it; yes. 

Mr. CHERTOFF. Well, how was it taken care of? 

Ms. Wright. I don’t know that. I didn’t handle their private fi- 
nances, Mr. Chertoff. They were too paltry. 

Mr. Chertoff. Wasn’t this taken care of by the Bank Commis- 
sioner writing an official letter on Bank Commissioner stationery 
telling the bank that they should extend the loan? 

Ms. Wright. I know that I received — that in my deposition that 
your staff showed me a letter that Mr. Jackson had written on offi- 
cial bank stationery, and I don’t remember who it was to or from, 
which had to do with the Clintons’ loan, or the Whitewater loan, 
or whoever’s loan it was. The first thing that struck me was how 
inappropriate for this to be written on official State letterhead. 

Mr. Chertoff. Because we will agree that, as you just said, this 
issue involving the Clintons’ private loan was a matter of private 
business; right? 

Ms. Wright. Absolutely. 

Mr. Chertoff. Not the kind of thing that a State official would 
take an official interest in on behalf of the Governor; right? 

Ms. Wright. The letter should not have been on State letter- 
head, but I’m not certain what Mr. Jackson’s ongoing relationship 
to that bank was. I’m not certain that he was extricated from that 
bank. 

Mr. Chertoff. Well, let me 

Ms. Wright. I don’t remember what the 

Mr. Chertoff. Let’s put the letter up. 

The Chairman. Could we see that the witness has a copy of this, 
please? 

Mr. Chertoff. Yes. We are going to hand her a letter dated No- 
vember 1, 1985, on Arkansas State Bank Department stationery, 
directed to Charles Campbell, the Vice President of the Security 
Bank, and signed by Marlin Jackson. 

Mr. COHEN. Mr. Chertoff, the “Confidential” stamp I take it was 
not on the letter originally? This is just for your records? 

Mr. Chertoff. That’s right. Just to be clear, all the “Confiden- 
tial” stamp and the little numbers at the bottom with DKRT or 
DKSN were added afterwards. 

Now, Marlin Jackson is the Bank Commissioner about whom you 
told us a moment ago from whom you learned that there was a 
problem with respect to the Clintons’ personal loan on this White- 
water lot. Correct? 
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Ms. WRIGHT. That is correct. And this letter indicates what my 
rough impression in my mind was, which was that it was Mr. 
McDougal’s responsibility to be making those payments. 

Mr. Chertoff. And was it the responsibility of the Bank Com- 
missioner to write a letter on his official stationery and sign it as 
Bank Commissioner directing that there should be an approval of 
an extension agreement? 

Ms. Wright. I have answered that question. This is not an ap- 
propriate subject for official bank stationery. It may have been ap- 
propriate in whatever his relationship to that bank was for him to 
have written that letter, but not on Bank Commissioner stationery. 

Mr. Chertoff. Is this the way this problem involving the loan 
got resolved? 

Ms. Wright. I don’t know, Mr. Chertoff. I have known, and obvi- 
ously during the 1992 campaign a lot of this came up, and I have 
an incredible ability to not retain the details of the ins and outs 
of Whitewater. 

Mr. Chertoff. And did you discuss this letter with Governor 
Clinton? 

Ms. Wright. I don’t know if I did or not. I honestly don’t. 

Mr. Chertoff. So you may have? 

Ms. Wright. I may have, but I wouldn’t have discussed the sub- 
ject matter. I may have made some snide comment about Marlin 
using the stationery, and I probably made a point of pointing it out 
to Commissioner Jackson. I always did that kind of thing. That is 
why he called me “The Baroness” — what did he call — I think he 
called me “The Baroness.” Some name. 

Mr. Chertoff. At this point did you say to the Governor after 
this issue involving the Governor’s personal loan, maybe you ought 
to sever your business relationship with McDougal? 

Ms. Wright. No, sir. If there were difficulties in a private invest- 
ment that they had, it didn’t — just so those difficulties didn’t im- 
pede his duties as Governor, or the appearances of his perform- 
ances, it wasn’t my responsibility to deal with financial difficulties 
of investments. 

Mr. CHERTOFF. You didn’t think this letter having the Bank 
Commissioner intervene in his official capacity to help the Gov- 
ernor deal with a personal loan, you don’t think this created an ap- 
pearance problem? 

Ms. Wright. I do not believe that — while Marlin Jackson wrote 
this letter on official stationery, I do not believe that he wrote this 
letter ordering as Bank Commissioner an extension of a loan. Mar- 
lin Jackson wrote this letter, the subject matter, of this letter, the 
content of this letter, in his capacity with that bank, not as Bank 
Commissioner. 

Mr. CHERTOFF. What does it say at the bottom? “Marlin D. Jack- 
son,” former officer of the Security Bank? Or “Marlin D. Jackson, 
Bank Commissioner”? 

Ms. Wright. I have answered that question, Mr. Chertoff. I do 
not believe that the substance of this letter was in his official ca- 
pacity, and it should not have been on letterhead. 

Mr. Chertoff. Now the next year in mid- 1986, Mr. McDougal 
got kicked out of his savings and loan; right? 

Ms. Wright. Yes, sir. 
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Mr. Chertoff. And that was because of a problem with the ex- 
aminers; right? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. Then there came a point at that juncture where 
you communicated with the Governor about whether he still held 
any Whitewater stock. Do you remember that? 

Ms. Wright. I do. 

Mr. Chertoff. Let me show 

Ms. WRIGHT. I certainly remember it now because you have 
brought it back to my memory. 

Mr. Chertoff. Let me show you a copy of a routing slip dated 
7/14 from BW to Gov. We are going to put it in front of you and 
see if you recognize this. 

Ms. Wright. I do, sir. 

Mr. Chertoff. Now there is a little kind of reverse checkmark 
where it says “Gov.” I take it that was Mr. Clinton's practice, when 
he had read a memo, he would check it off that way? 

Ms. Wright. That’s correct. 

Mr. Chertoff. And it says in your handwriting, “Whitewater 
stock (McDougal’s company). Do you still have? Pursuant to Jim’s 
current problems. If so, I’m worried about it.” Now did you have 
a discussion with the Governor about this? 

Ms. Wright. No. I think this piece of paper was probably the 
total of our dialogue on it. 

Mr. CHERTOFF. Then he says — can you read his handwriting at 
the bottom where he gives you a response? 

Ms. Wright. It says, “No, do not have any more. B.” 

Mr. Chertoff. “B” would be Mr. Clinton? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. So in 1986 shortly after Mr. McDougal’s problem 
getting thrown out of the savings and loan, the Governor told you 
he didn’t have that investment anymore; right? 

Ms. Wright. That’s correct. 

Mr. Chertoff. When did you learn that in fact it was incorrect? 

Ms. Wright. I think it was about the same time they learned it 
was incorrect. And I know that — here’s the way it impacted my re- 
sponsibilities, Mr. Chertoff. 

In filing the annual disclosures, I know that there was a year 
that we didn’t list Whitewater because they believed that they were 
no longer in that investment. And then the message for me when 
we learned that they were still attached to it was that I had to put 
it back on the disclosure form. So that is the way I remember 
learning it. 

Mr. Chertoff. Did either of the Clintons tell you that they had 
actually been under the impression that somehow they had sold 
their stock or their interest back to Mr. McDougal? 

Ms. Wright. You have the Governor’s note to me right in front 
of you, also. 

Mr. Chertoff. Would it surprise you to learn that, in fact, the 
Clintons specifically declined a request or a suggestion by Mr. 
McDougal that he was prepared to buy their stock back? 

Senator Dodd. Mr. Chairman. 

The Chairman. Yes. 

Senator Dodd. Are we keeping an eye on the clock? 
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The Chairman. How much time is left? 

Committee Staff. About 4 minutes, Mr. Chairman. 

The Chairman. OK. 

Senator Dodd. Four minutes left? 

The Chairman. Yes. 

Mr. Chertoff. Would it surprise you to learn that, in fact, in 
1986 the Clintons had specifically refused to sell McDougal back 
the stock? 

Ms. Wright. Do you know that? 

Mr. Chertoff. Yes. 

Mr. COHEN. Are you asking her whether she knew that at the 
time? 

Mr. Chertoff. I am asking you, does that surprise you? Is that 
inconsistent with what you were being told by the Clintons in 
1986? 

Ms. Wright. Well, those are two different questions, sir. I under- 
stood, first, that they were not in Whitewater. I then understood 
later that they were. Your question about whether or not Jim 
McDougal offered to sell them, I have no idea whether that is true 
or happened or — and I have no recollection of any contemporaneous 
knowledge of such an offer. 

Mr. Chertoff. Let’s put that to one side. You understood that 
before 1986 the Clintons wanted to get out of the investment. Now, 
you’re telling us you understand that finally, probably in mid- 1986 
according to this note, Governor Clinton finally says, “Yep, we are 
out of the investment.” Then you say later you learned, no, they’re 
actually back in the investment. Did you say to Governor Clinton, 
why on earth did you get back into this investment when you got 
out of it? 

Ms. Wright. It wasn’t “back in.” They were mistaken in believ- 
ing that they were out. 

Mr. Chertoff. So Governor Clinton told you 

Ms. Wright. I don’t know the ins and outs of the investment. I 
don’t know the terms of it. I don’t know the components of it. I 
never wanted to know, and I don’t even care now. 

Mr. Chertoff. So when Governor Clinton said to you, we made 
a mistake, we really didn’t sell the stock, you didn’t push that any 
further? Is that your testimony? 

Ms. Wright. I don’t think he ever said such a thing to me. 

Mr. Chertoff. Well, what did he say to you when he finally told 
you, or indicated to you that you would have to now re-include 
Whitewater on his disclosure statements? 

Ms. Wright. I don’t remember. 

Mr. Chertoff. See, the question I have really boils down to this, 
Ms. Wright. Since the financial record is abundantly clear that the 
Clintons never did dispose of this investment until 1992 in Decem- 
ber after the Presidential election, it is just baffling why the Gov- 
ernor would indicate to you in 1986 when Mr. McDougal’s problems 
suddenly burst out, that he was out of the investment when it is 
plainly contrary to what the record shows? 

Ms. Wright. It isn’t baffling to me, Mr. Chertoff. He misunder- 
stood a situation. 

Mr. Chertoff. He misunderstood whether he owned something 
or not? Is that your testimony? 
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Ms. Wright. I think that there's nothing about the Whitewater 
Development Corporation that seems to be so straightforward as 
owning or not. I think it was complicated, and convoluted, and 
whatever it was I think he had a misunderstanding or misimpres- 
sion about it. 

Mr. Chertoff. I wanted to just ask you quickly, before my time 
runs out, about an episode that occurred shortly after you left as 
Chief of Staff in 1990. You became aware recently that in 1990 
during the campaign there was an issue concerning a cash with- 
drawal from the Perry County Bank of a large sum of money. Is 
that correct? You saw it in the papers? 

Ms. Wright. I was aware of that, yes. 

Mr. Chertoff. That was when Mr. Lindsey was Campaign Man- 
ager; right? 

Ms. Wright. No, I don’t believe he was the Campaign Manager. 
He was the Treasurer. 

Mr. Chertoff. You were not involved in that campaign? 

Ms. Wright. I was not. 

Mr. Chertoff. You do, however, have the opinion that based on 
what you have read concerning the amount of money withdrawn, 
that it was an excessive amount and curious in manner. Is that 
correct? 

Ms. Wright. Yes. In my previous testimony I was asked what 
my reaction to it was, and I said I thought it was excessive and 
curious. 

Mr. Chertoff. In fact, you received a call from one of the cam- 
paign workers who was involved in withdrawing money, didn’t you? 

Ms. Wright. I’m sorry? 

Mr. Chertoff. Did you get a telephone call from one of the 
women, one of the volunteers in the 1990 campaign concerning the 
withdrawal of that money? 

Ms. Wright. Oh, much later. Yes. 

Mr. Chertoff. Recently? 

Ms. WRIGHT. Well, since these investigations got started. 

Mr. Chertoff. In the last couple of years? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. What did she tell you? 

Ms. Wright. She told me that an FBI agent had been by to ask 
her about picking up the cash at the bank, and that Bruce Lindsey 
had told her that if anybody ever gave her trouble about it, just 
refer them to him and he would handle it; that it wasn’t anything 
to worry about, and wasn’t her responsibility. 

Mr. Chertoff. So she told you that she had been given standing 
instructions from Mr. Lindsey that if anybody ever said something 
to her about it, she should call Mr. Lindsey? 

Ms. Wright. Refer them to him. 

Mr. Chertoff. And why did you get called on this? 

Ms. Wright. Because I think she, like a lot of people in Arkan- 
sas, assume that these Arkansans in the White House got exulted 
positions and it might take forever to get through to them, and she 
had a lot of confidence in me to pass the message on more effi- 
ciently than she could. 

The Chairman. It’s time. 

Mr. Chertoff. We’ll revisit when we return. 
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The Chairman. We have gone several minutes over. I appreciate 
the indulgence of my colleagues on the other side, and we will cer- 
tainly afford them the same time. 

Senator Dodd. 

OPENING COMMENT OF SENATOR CHRISTOPHER J. DODD 

Senator Dodd. Mr. Chairman, I will turn to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Good morning, Ms. Wright. 

Ms. Wright. Good morning. 

Mr. Ben-Veniste. Let me start with a matter that Mr. Chertoff 
spent some considerable time on. That is the letter on official State 
Bank Department stationery that was referred to from Mr. Marlin 
Jackson. Now, you have indicated quite clearly that you thought it 
was inappropriate for that letter requesting an extension to be 
written on official stationery. 

Ms. Wright. Yes, sir. 

Mr. Ben-Veniste. In fairness to Mr. Jackson, the testimony that 
he provided to this Committee, which was in a deposition dated 
February 12, 1996, indicates at page 63, Mr. Chertoff, in case you 
are interested in the accuracy of what is going on here, that his 
secretary typed this letter; that she erroneously typed it from dicta- 
tion on official stationery because it was a matter that dealt with 
a bank; that he did not review the letter or sign it himself; that 
is not his signature on the document; and that it was an error that 
was regrettable. 

Now, you have indicated that in your view this was no direction 
by the official State agency to extend a loan; correct? 

Ms. Wright. Correct. And I am certain that the recipient bank 
understood that, also, because they knew Mr. Jackson very well. 

Mr. Ben-Veniste. Now let me go on to the question regarding 
Mr. Clinton’s understanding of the Whitewater investment and the 
events that occurred in 1985 and 1986. Did there come a time, to 
the best of your recollection, when the Governor and you learned 
that there was some tax delinquency associated with Whitewater 
which had been published in a newspaper? 

Ms. Wright. Yes, sir. That is a vague impression in my mind. 
I remember no specifics about it, though. 

Mr. Ben-Veniste. Let me refer to a letter which undoubtedly you 
did not receive, but it may refresh your recollection as to time. It 
is DKSN 2794. It’s dated January 20, 1986, and it is a letter to Ms. 
Janie Sanders, the Collector at the Marion County Courthouse. I 
presume that’s a tax collector, in Yellville, Arkansas, and it is from 
Jim McDougal. It says: 

I am having a heck-of-a hard time keeping up with whether the people who owe 
us on the various Whitewater tracks are keeping their taxes paid. If there us any 
way that you can advise me as to any delinquencies in the Whitewater Subdivision? 
I will greatly appreciate it. 

Now does that help you with respect to the timeframe in which 
there was a publication in the local Yellville newspaper of all the 
individuals who were delinquent in their taxes? 

Ms. Wright. It should help me. I’m hopeless when it comes to — 
all those years blend together. 

Mr. Ben-Veniste. OK. Well, this was January 1986. Do you re- 
call that with respect to tax delinquencies, that this was a matter 
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which a public official, not to mention the highest executive in the 
State of Arkansas, would be sensitive to, having an investment in 
which he would be associated in the minds of individuals in that 
area being noticed as a tax delinquent? 

Ms. Wright. I wouldn’t work for a politician who wasn’t sensi- 
tive to that, Governor Clinton was exceedingly sensitive to that. 

Mr. Ben-Veniste. Then there came a time, as is referenced in 
Exhibit DKSN 13309 which we will provide to you and put up on 
our display machine — now this is dated August 14th, and we un- 
derstand — I’m sorry, July 14th, and this is 1986 — Mr. McDougal is 
just at the point of being removed from his position at the Madison 
Guaranty Savings & Loan 

Ms. Wright. He had just been removed. 

Mr. Ben-Veniste. You are writing a memo to the Governor alert- 
ing him to the fact that the Whitewater stock situation could be a 
problem because of Mr. McDougal’s difficulties, and you asked him 
about the Whitewater stock. And Mr. Clinton replied to you his be- 
lief that he doesn’t have it anymore. 

Now, we have some guidance from a publication which has re- 
ceived some attention in the press entitled “Blood Sport” at page 
132, where it is reflected that Mr. McDougal, cognizant of all the 
problems surrounding this, suggested to Mr. Clinton that he just 
take him out of the investment. It’s a loser, and that Mr. Clinton 
could simply extinguish his relationship in that investment with 
Mr. McDougal. And that Governor Clinton said, “Well, go ahead 
and do it; just run it by Mrs. Clinton.” Are you familiar with that? 

Ms. Wright. Yes, sir. 

Mr. Ben-Veniste. And 

Ms. Wright. I’m familiar with that 

Mr. Ben-Veniste. Part of it. 

Ms. Wright. — part of the book. 

Mr. Ben-Veniste. Right. 

Ms. Wright. I have little faith in the credibility or the sources 
of that book. 

Mr. Ben-Veniste. I understand. But in terms of the notion that 
Governor Clinton was under the impression that he was out of this 
investment as of July 1986, the concept of Mr. McDougal making 
that offer to him and the Governor believing that it had been exe- 
cuted or implemented is reflected in what the Governor responded 
as to your inquiry about the Whitewater stock? Is that fair to say? 

Ms. Wright. Well, I know that the Governor did not believe they 
were involved in it anymore. 

Mr. Ben-Veniste. Let’s talk for a moment about the 1985 fund- 
raiser. In the 1985 fundraiser, a number of checks were received. 
If I understand your initial statement and testimony, that funds 
were applied both to outstanding campaign debt and were to be ap- 
plied prospectively for future campaign uses. Is that correct? 

Ms. Wright. And political uses. We used the campaign fund to 
buy ads in the Young Democratic Convention Bulletin, things like 
that. 

Mr. Ben-Veniste. Now as far as the campaign was concerned, 
yesterday we referred to two thank-you letters that were written 
following the fundraiser to individuals who, according to our wit- 
ness yesterday, were not the actual donors to the campaign. 
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Mr. Peacock came here and testified that he, for reasons of his 
own, wrote those checks out in the name of his son and another 
individual. We produced documents that show that the campaign 
wrote letters to those individuals, the son and the other individual, 
thanking them for the contribution. 

There was no way for you to know, was there, that Mr. Peacock 
was the ultimate donor in connection with those contributions? 

Ms. Wright. I don’t know how we would have. 

Mr. Ben-Veniste. I would like to give you the opportunity to dis- 
cuss not only that allegation but the notion which was the premise 
of yesterday's hearing, but which disappointingly for those who ad- 
here to the premise was not fleshed out by the facts or the testi- 
mony or the documents developed in that hearing, that this fund- 
raiser was supposedly a quid pro quo for leasing State office space 
in property controlled by Mr. McDougal or his savings and loan. Is 
there any validity to that assertion? 

Ms. Wright. It is a preposterous assertion. The lease on the 
building occurred long before the fundraiser. There just was no con- 
nection between the two. 

Senator Dodd. Pull that microphone a little closer to you. 

Ms. Wright. I’ll just get closer to it, thanks. 

Mr. Ben-Veniste. I’m sorry. We had difficulty hearing your an- 
swer. Could you repeat it, please? It is a preposterous assertion to 
link the lease and the fundraiser. The lease occurred long before 
the fundraiser. 

Senator Dodd. How much longer? Do you remember? 

Ms. Wright. It was a year or so, I think. 

Mr. Ben-Veniste. Now there was also 

Ms. WRIGHT. We even had a campaign in between where we real- 
ly needed money. 

Mr. Ben-Veniste. I would like to turn your attention to another 
matter involving Mr. McDougal. This was the memo that was sent 
to Mr. Bratton by Ms. Bassett involving a “heads-up” as it were, 
on Mr. McDougal’s current difficulties. 

We have heard testimony from the bank regulators who indi- 
cated that they advised the board of directors of Madison Guaranty 
Savings & Loan well in advance of the time that the auditors came 
in that it was their intention to move Mr. McDougal and take other 
regulatory action. The testimony from the Commissioner of Securi- 
ties was that she advised Mr. Bratton of this information, that 
there would be regulatory action associated with Madison Guar- 
anty Savings & Loan. Was that, in your view, an appropriate 
things for a Securities Commissioner to do? 

Ms. Wright. I insisted that all agency and department heads 
keep us apprised of events that would become public, or which im- 
pacted our responsibilities for State monies, or that the Governor 
needed to know about in order not to be blindsided; that we always 
be told in advance, if at all possible. It was part of their job. The 
CEO of a company is not going to want to read in the newspaper 
about something happening in one of the divisions. 

Mr. Ben-Veniste. The CEO of the State, as it were, the Gov- 
ernor of the State, you believed it was appropriate 

Ms. Wright. Oh, it was. It was a requirements of ours to be kept 
apprised of major developments. Yes. 
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Mr. Ben-Veniste. Was there a concern, in terms of protecting 
Governor Clinton, against being blindsided by a request that might 
be made by Mr. McDougal? 

Ms. Wright. There were myriad reasons for this heads-up. Obvi- 
ously, we did not want Mr. McDougal to blindside the Governor. 
We didn’t want to be unaware of a press question. And if we had 
State monies in there, we had a responsibility to the taxpayers. 

Madison Guaranty was one of several savings and loans in the 
State of Arkansas in great crisis, as across the country. This was 
of great concern to the Governor. Madison was hardly the first that 
we had had to have an advanced warning that severe action need- 
ed to occur. I am not even sure that Ms. Bassett hadn’t been urging 
the Federal regulators to move earlier on Madison and made us 
aware of that. 

Mr. Ben-Veniste. Could you describe your understanding of the 
relationship between Jim McDougal, Mrs. McDougal, and the Gov- 
ernor from the point that you began your service? 

Ms. Wright. They were friends. They were not social friends. 
They were not close personal friends — at least during the time I 
was there. Mr. McDougal had been on Governor Clinton’s staff in 
his first administration 

Mr. Ben-Veniste. What years were those? 

Ms. Wright. In 1979 and 1980. And I believe that all former 
staff are considered friends of the Governor’s. 

Senator Dodd. It might just be helpful to step back, if Counsel 
doesn’t mind. Where did he actually meet Mr. McDougal? 

Ms. Wright. Actually, I think maybe they both had internships 
in Senator Fulbright’s office. 

Senator Dodd. Mr. McDougal worked with Senator Fulbright? 

Ms. Wright. I believe that is correct. 

Mr. Ben-Veniste. It was when President Clinton was a student 
working in that office that they probably met? 

Ms. Wright. Yes. 

Mr. Ben-Veniste. Time passed and Mr. McDougal became a staff 
assistant to Governor Clinton during his first term? 

Ms. Wright. That’s correct. 

Mr. Ben-Veniste. Again, when did you begin working for Gov- 
ernor Clinton? 

Ms. Wright. I went to Arkansas right after his 1982 re-election 
defeat. 

Mr. Ben-Veniste. From 1982 on, would you again describe your 
observation of the relationship between Governor Clinton and Mr. 
McDougal? 

Ms. Wright. Well, I think shortly after I got there, McDougal re- 
ceived the Democratic nomination for the Third Congressional Dis- 
trict. They were both on the Democratic Party circuit going to the 
Democratic Party rallies. They were both on the same ticket in that 
District of the State. I treated all former staff people as the Gov- 
ernor’s friends. Beyond that, it wasn’t a close relationship. 

Mr. Ben-Veniste. And did you observe that Mr. Clinton and Mr. 
McDougal would meet from time to time? 

Ms. Wright. I didn’t, no. 

Mr. Ben-Veniste. Did you observe 
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Ms. Wright. On the campaign trail, when Mr. McDougal was the 
Congressional nominee, I know that they ran into each other all 
the time. 

Mr. Ben-Veniste. But in terms of socializing, the McDougals and 
the Clintons dining together in the evening, or other social events 
of a nonpolitical nature, if the Governor can have such events, I 
take it your observation was that the relationship was one that 
was based more on history, shared history, than on current involve- 
ment? 

Ms. Wright. I think that's correct; yes, sir. 

Mr. Ben-Veniste. Now let's talk for a moment about the ap- 
pointment of Beverly Bassett, now Beverly Bassett Schaffer, as the 
Securities Commissioner for the State of Arkansas. Did you have 
some involvement in the selection process? 

Ms. Wright. I sure did. I am so proud of that appointment, and 
I wanted it so badly because I was enamored of the idea of having 
the first woman Securities Commissioner in the State. 

Mr. Ben-Veniste. Much has been made of a telephone slip mes- 
sage that has been introduced into evidence in these proceedings 
that indicated that Mr. McDougal favored the appointment of Ms. 
Bassett Schaffer. You were intimately involved in the appointment 
process. Can you explain what weight, if any, that telephone slip 
message may have had? 

Ms. Wright. It had no weight. 

Mr. Ben-Veniste. Why do you say that? 

Ms. Wright. When you are hiring cabinet and subcabinet and 
agency directors, it is a different process than recommendations for 
appointments to boards and commissions and voluntary activities. 
But I know that the possibility of appointing Beverly pulled to- 
gether a number of areas that just made it so perfect. She was 
known as a very bright attorney. She came from a family that were 
long and deep supporters of the Clinton’s in their area of the State, 
and she was a woman. 

There never really was anybody else in the running. I was so ex- 
cited about this prospect. I had ahold of this, and I wanted it bad. 
I don’t even remember Jim McDougal calling and recommending. 
It really didn't matter. It was irrelevant. 

Mr. Ben-Veniste. And in terms of her performance in the job, 
can you tell this Committee what your view was? 

Ms. Wright. That she was superb. 

Mr. Ben-Veniste. Mr. Chairman, thank you for your largess in 
extending us additional time, but I think I will cede it back at this 
point, unless Senator Dodd has anything. 

Senator Dodd. No, Mr. Chairman. I will move things along. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. I want to pick up the thread on the Perry County 
Bank. You were not involved, Ms. Wright, in the 1990 campaign as 
a treasurer or campaign manager. Is that correct? 

Ms. Wright. I was not involved at all in that campaign. During 
the fall, I was the State Party Chair and obviously had my respon- 
sibilities there to the ticket, and I did attend some of the strategy 
meetings of the campaign. 

Mr. Chertoff. You didn't handle the money in 1990? 

Ms. Wright. I had nothing to do with the money. 
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Mr. Chertoff. You got a call within the last year, or the last 2 
years, from Glenda Cooper who had been on the campaign staff? 

Ms. Wright. That’s correct. 

Mr. Chertoff. Where were you when you got the call? 

Ms. Wright. At my home. 

Mr. Chertoff. You live in Washington now? 

Ms. Wright. I do live in Washington. 

Mr. Chertoff. Were you surprised to hear from her? 

Ms. Wright. I was delighted to hear from her. 

Mr. Chertoff. Do you have an ongoing social relationship with 
her or was she someone you hadn’t spoken to in a number of years? 

Ms. Wright. No. One of the fun things about my having moved 
back to Washington is that a lot of Arkansans come here, and I get 
to see them. And so, I hear a lot from people that I didn’t nec- 
essarily socialize with but who I liked, or knew. They come here, 
and I get to see them. 

Mr. CHERTOFF. So she called more or less out of the blue, right? 

Ms. Wright. Yes. 

Mr. Chertoff. Was she in Arkansas? Is that where she was call- 
ing from? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. She told you she had been visited by the FBI? 

Ms. Wright. That’s correct. 

Mr. Chertoff. She told you that the FBI had asked about with- 
drawals of cash from the Perry County Bank? 

Ms. Wright. She told me that they were asking her about a time 
when she had gone to that bank to pick up some cash, and she had 
signed a receipt for that cash. I don’t think they were asking her 
about withdrawals. All I know is that she signed a receipt for the 
money bag. 

Mr. Chertoff. And she picked up money? 

Ms. Wright. Yes. 

Mr. Chertoff. Cash? 

Ms. Wright. Yes. 

Mr. Chertoff. She told you that she was calling you about it be- 
cause Mr. Lindsey had left word that if anybody ever said anything 
to her about that incident, she was to let him know. Correct? 

Ms. Wright. Not in that tone of voice. Not in that spirit. I got 
the impression that she was uncomfortable with that amount of 
cash, that it was an uncomfortable experience, and he had told her 
that “If you ever get in any trouble about this, if it ever raises up, 
I’ll handle it for you.” So she wanted me to tell him. 

Mr. Chertoff. Did she tell you why she was uncomfortable han- 
dling that amount of cash? 

Ms. Wright. No, and I didn’t ask. But wouldn’t you be uncom- 
fortable if you were carrying around $30,000 in cash? 

Mr. Chertoff. It depends why I was doing it. 

Ms. Wright. Oh. Well, I would be under any circumstances. 

Mr. Chertoff. Ms. Wright, she calls you up and she says, about 
4 or 5 years after the event, because of the fact that the FBI has 
come to her, she now wants to report this to Mr. Lindsey. Right? 

Ms. Wright. She asked me to let him know, yes. 

Mr. Chertoff. Did you ask her why she didn’t call Mr. Lindsey 
herself? 
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Ms. WRIGHT. I didn’t, because I had this issue with a lot of Ar- 
kansans who assumed I could just talk to them all of the time, any- 
time, and it would be much easier to let me pass the message on. 

Mr. Chertoff. Did you pass it— — 

Ms. WRIGHT. A lot of Arkansans really trusted me to take care 
of things for them. 

Mr. Chertoff. Did you pass it on? 

Ms. Wright. I did. 

Mr. Chertoff. By the way, did she tell you she had picked up 
$30,000 in cash? 

Ms. Wright. I don’t think she did mention the amount. 

Mr. Chertoff. Well, you said it was a large sum. How did you 
know it was a large sum? 

Ms. Wright. She told me it was a lot of cash. 

Mr. Chertoff. She didn’t tell you how much, though? 

Ms. Wright. I don’t think she did, no. 

Mr. Chertoff. Did you have any reaction when she told you she 
had picked up a lot of cash? 

Ms. Wright. No, Mr. Chertoff. I knew what she was talking 
about. 

Mr. Chertoff. What was she talking about? 

Ms. Wright. I knew, at that point, that there had been three 
checks cashed at the Perry County Bank, and I assumed that was 
what she was talking about. I didn’t ask her questions. I wasn’t in- 
volved in that. 

Mr. Chertoff. How did you know there had been three checks 
cashed at the Perry County Bank at the point when she called you? 

Ms. Wright. Either from press reports, or questions I had been 
asked; I don’t know. I don’t remember exactly when I first knew 
about it. 

Mr. Chertoff. Oh, so this issue had come up previously in terms 
of questions you had been asked by the press? 

Ms. Wright. In the course of these investigations, yes. 

Mr. Chertoff. You got this call from this witness, Ms. Cooper, 
after you were aware there was an investigation going on? 

Ms. Wright. I don’t know about the investigation. It was after 
I was aware that three checks had been cashed on the same day. 

Mr. Chertoff. The question is how did you become aware of 
that? How did you know that when you got those calls? 

Ms. Wright. In the course of these investigations that are going 
on. 

Mr. CHERTOFF. How did you know this was being investigated at 
the time you got this telephone call? 

Ms. Wright. May I ask my attorney for some guidance, please? 

Mr. Chertoff. Sure. 

[Ms. Wright and Mr. Cohen consult.] 

Ms. Wright. Under a document subpoena I produced the docu- 
ments that had the checks. 

Mr. Chertoff. You got this call from her after you had already 
received the Grand Jury subpoena for the documents relating to 
these checks? 

Ms. Wright. No, I just got a Grand Jury subpoena for 

Mr. COHEN. I think she was custodian of records, Mr. Chertoff, 
of the documents for the campaigns until 1990, and it was in that 
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connection, just so the record is clear and the Committee knows, 
those documents produced included the ones you just asked about. 

Mr. CHERTOFF. But, Ms. Wright, you were custodian of the rec- 
ords of the 1990 Gubernatorial Campaign even though you were 
not involved in that campaign? 

Ms. Wright. That’s correct. Initially I was, and I subsequently 
relinquished that role. 

Mr. CHERTOFF. You know Bob Nash, right? 

Ms. Wright. I certainly do. 

Mr. CHERTOFF. Where does he works now? 

Ms. Wright. He is in the White House Personnel Office. He 
heads it. 

Mr. Chertoff. Did he give you a call about this incident of with- 
drawals of cash? 

Ms. WRIGHT. I don’t recall that he called me. I do believe that 
that is a correction I need to make in my deposition. In both think- 
ing about it, and then asking him about it later, I remember he 
told me that he went to the Perry County Bank, and I just may 
have assumed it involved cash. I have no idea, actually. 

Mr. Chertoff. Let me read you 

Ms. Wright. I know. I am telling you that I was in error in my 
deposition. 

Mr. Chertoff. Let’s put it out there and you can tell us what 
is in error and what is not in error. It is on page 320 of your depo- 
sition of the first day, after you testified about your call from the 
campaign worker, Ms. Cooper. And I gather, by the way, you did 
report to Mr. Lindsey about this call you got concerning the cash 
withdrawal, right? From Ms. Cooper? 

Ms. Wright. I did, yes. 

Mr. Chertoff. And then you said here at page 321: 

Answer: Well, then there was a third conversation. I was having a conversation 
at some point, and I don’t remember where or why or how or what the subject was, 
but the issue of the 1990 campaign came up. I was talking to Bob Nash, and he 
told me that once Bruce had asked him to go to Perry County and pick up some 
get-out-the-vote cash for him. That’s all I know about that. 

Question: Did you report what Mr. Nash said to Mr. Lindsey? 

Answer: No. 

What part of that sworn testimony do you want to correct? 

The CHAIRMAN. Why don’t we give a copy of this deposition to the 
witness, and could I have a copy, please? 

Mr. Chertoff. Page 320, A-l. 

The Chairman. For the witness. And could I have a copy, please? 

[Documents distributed.] 

Ms. WRIGHT. The sentence that begins “I was talking” should 
probably be corrected to read, “I was talking to Bob Nash and he 
told me that once Bruce had asked him to go to Perry County Bank 
for him.” 

Mr. Chertoff. For him. So the part where you told us in your 
sworn deposition, “and pick up some get-out-the-vote cash,” that is 
inoperative now? 

Ms. Wright. Yes, sir, it is. 

In the deposition, I actually had forgotten all about all of these 
conversations and never shared them with my attorney or any- 
thing, and the skill of Mr. Giuffra’s thorough tedium reminded me 
in the way he asked one question, and I conferred with my lawyer, 
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told him about these, and the major thing that I then felt was re- 
sponsive to Mr. Giuffra’s question was the Glenda Cooper. But in 
my head I knew I had heard something from Bob Nash about going 
to the bank. It wasn’t anything I had thought through. I now can’t 
remember the exact words. All I can remember for certain was that 
he went to the bank, and I think I was in error in adding the cash 
to that statement. 

Mr. CHERTOFF. Has your changing recollection been affected by 
any knowledge you have that in between your deposition testimony 
in January and your testimony today that Mr. Nash had been 
asked questions and had denied ever going to the Perry County 
Bank for cash? 

Ms. Wright. I don’t know about that. I did ask Mr. Nash about 
whether my memory was correct. 

Mr. CHERTOFF. When did you do that? 

Ms. Wright. After the deposition. 

Mr. CHERTOFF. You called Mr. Nash up? 

Ms. Wright. Yes, sir. 

Mr. CHERTOFF. How soon after the deposition? 

Ms. Wright. I don’t remember. 

Mr. CHERTOFF. What did you ask him? You asked him, Bob, is 
my recollection right? Did you go to get cash at the Perry County 
Bank? 

Ms. Wright. Yes. 

Mr. CHERTOFF. And he said, no? 

Ms. Wright. He said “not cash.” I went to the bank. 

Mr. CHERTOFF. Now did you call him before your second day of 
deposition? 

Ms. Wright. I don’t recall. I don’t know. 

Mr. CHERTOFF. Because you didn’t correct it in your second day 
of deposition. Is there some reason you didn’t correct it when you 
came back for your second day? 

Ms. Wright. No, sir. But I, of course, didn’t have a copy of my 
first day of deposition and I hadn’t reviewed it. There are a lot of 
errors in it, not that I have gotten it and reviewed it. 

Mr. CHERTOFF. Your second deposition was a month later. 

Ms. Wright. Yes, sir. 

Mr. Chertoff. You didn’t have an opportunity to review your 
deposition in that month? 

Mr. COHEN. Mr. Chertoff, for the record, under your rules we did 
not get a copy of this until 4 days ago. 

Mr. Chertoff. I think you were entitled to come in and review. 

Mr. COHEN. We were not sent a letter that we were entitled to 
review it under the rules in a letter sent out by Mr. Giuffra. We 
were not given access to it until 4 days before our appearance here. 

Mr. Chertoff. But here’s my question to you, Ms. Wright. You 
have just told us that after the deposition in January you called 
Mr. Nash to check this recollection. Obviously, this particular piece 
of testimony stuck in your mind. My question to you is, why didn’t 
you correct this in your second day of testimony? 

Ms. Wright. I wish I had, I don’t know why I didn’t. I’ve never 
been through a process like this. I know it is a very comfortable 
process for you, but I don’t know what going to a deposition like 
this is. I don’t know what Mr. Giuffra will let me do and not do. 
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I just know that I was caught in an endless series of questions. I 
don’t even remember what I was asked about most of the time. I 
do know from reading this that I was misunderstood on some occa- 
sions. I mean, at one point I referred to “Burl Anthony” and it’s in 
this deposition as “Bill.” 

Mr. CHERTOFF. But you remembered enough of that deposition to 
call Mr. Nash and get his version of the story, so you could refresh 
your memory? 

Ms. Wright. I doubt that I called him just on that issue. 

Mr. Chertoff. What else did you call him about? 

Ms. Wright. I frequently call him on behalf of people who want 
to know the status of an appointment request in the White House. 

The Chairman. Let me say that we’ll come back. We want to 
move the hearing and I recognize our colleagues even yielded back 
time. Senator Sarbanes, do you have questions to raise? 

OPENING COMMENT OF SENATOR PAUL S. SARBANES 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Let me follow up on the question that has 
been put to you, which was why you didn’t 

The Chairman. I am going to ask that as long as we are down 
to three Members, that we go to 15 minutes so we can keep a more 
orderly flow and possibly even conclude this sooner, if my colleague 
has no objection? 

Mr. Ben-Veniste. I’m sure we won’t need that much, but thank 
you, Mr. Chairman. 

The Chairman. OK. 

Mr. Ben-Veniste. Ms. Wright, the question was put to you, why 
didn’t you correct the prior testimony regarding Mr. Nash when 
you had the opportunity to review your transcript. Now, Mr. 
Chertoff apparently was under the impression that the transcript 
was, in fact, made available to you for your review sometime in the 
interim between your first day of testimony and when you were re- 
called by Mr. Giuffra to give a second day of testimony. Was that 
the case? Were you so advised? 

Ms. Wright. No, sir. 

Mr. Ben-Veniste. Mr. Cohen, were you so advised? 

Mr. Cohen. No, Mr. Ben-Veniste. 

Mr. Ben-Veniste. So no one advised you that you would have 
the opportunity to review the transcript. Let me ask you a second 
question. 

Ms. Wright. Is it inappropriate for me to correct it today? That’s 
what I’m attempting to do. 

Mr. Ben-Veniste. No, of course not. It is quite appropriate for 
you to do so. 

Ms. Wright. Thank you. 

Mr. Ben-Veniste. But the inference was that you had some obli- 
gation because you were advised you were entitled to review the 
transcript. In fact, no such offer was made to you and you were not 
allowed to review the transcript between the 2 days of depositions, 
even though they occurred in the space of a month apart. I think 
you ought to be entitled to develop that response to a question 
which implies facts which are not quite accurate. In your second 
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day of testimony, were you asked about the same subject matter, 
to the best of your recollection? 

Ms. Wright. I don’t believe so. 

Mr. Ben-Veniste. Therefore, there was not an opportunity, in 
the second day of testimony, to go back to the same subject matter 
unless you had initiated it. I take it your day was largely consumed 
with trying to get finished with the process during your second ap- 
pearance before this Committee in deposition. 

Ms. Wright. I have been trying to get finished with the process 
since the beginning of the first deposition. 

Mr. Ben-Veniste. Having gone through all of that, and having 
corrected your version of your conversation with Mr. Nash, do you 
have anything further to add? If not, we’ll go to another subject. 

Ms. Wright. No, sir. I mean, the only thing — not to that specifi- 
cally, but Mr. Chertoff made reference to the words that I used in 
the deposition responding to my impression as that the money was 
excessive and curious. And the only comment that I would like to 
make on that is I knew nothing about that campaign. I have no 
idea what they were doing with that money. For me to even say 
it was excessive and curious is playing a regrettable Monday morn- 
ing quarterback role, which is inappropriate, and I have no idea 
whether it was excessive. It did strike me as curious to do three 
checks on the same day. That’s all. 

Mr. Ben-Veniste. In any event, this matter has been investi- 
gated by the Independent Counsel, as Mr. Chertoff brought out. 
And your records were produced to the Independent Counsel or the 
FBI or both. The matter has been the subject of questioning, by 
you, by individuals or authorities other than this Committee. You 
have testified to the full extent of your knowledge regarding the 
1990 campaign which you have indicated you were not directly as- 
sociated with? 

Ms. Wright. Correct. 

Mr. Ben-Veniste. Let me ask you this. Allegations have been 
made regarding the relationship between Governor Clinton and 
David Hale. Mr. Hale has characterized his relationship with the 
Governor in a certain way in testimony which was given publicly, 
for the first time, recently in the trial in Arkansas. I would like to 
get your understanding of who Mr. Hale was in early 1983 and be- 
yond in Arkansas and what his relationship was to the best of your 
ability to observe and provide this Committee with information in 
connection with Governor Clinton. 

Ms. WRIGHT. Mr. Hale was a municipal judge who had been ap- 
pointed initially by Governor White. 

Mr. Ben-Veniste. I’m sorry to interrupt you, but for those who 
are not familiar with the politics of Arkansas, was Governor White 
a Democrat or a Republican? 

Ms. Wright. He was a Republican when he ran for Governor. 
But he had been a Democrat before that. Mr. Hale was not some- 
one we knew well. He did not have a good reputation. He was sort 
of sleazy and we basically didn’t have anything to do with him ex- 
cept where we had to run into him, and we were friendly. 

Mr. Ben-Veniste. He has indicated in statements he has made — 
and I’m paraphrasing — that he was a friend of Governor Clinton. 
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Do you have any information that would substantiate a claim of 
friendship between Mr. Hale and Mr. Clinton? 

Ms. Wright. As I tried to say in my opening remarks, political 
figures get to make an awful lot of friends, and they did know each 
other. Governor Clinton was very friendly to him, as he is to even 
people I don’t think deserve his being friendly to. And he had some 
relatives who were friends. I also think Mr. Hale is someone who 
has always played loose with facts and exaggerated. 

Mr. Ben-Veniste. We have had testimony in that regard from of- 
ficials of the Small Business Administration, who noted that Mr. 
Hale had exaggerated and embellished and lied to them and was 
a “frequent name-dropper.” But in terms of your personal observa- 
tion, was that true in this regard? 

Ms. Wright. I just didn’t want anything to do with Mr. Hale. I 
didn’t have — unless he called about some matter that he thought 
he needed — that needed the Governor’s office’s attention about his 
court. We didn’t have much to do with him. He had a brother who 
was a good supporter and loyal friend, and he also was Judge Hale. 
He helped put together several fundraisers for us, the brother did, 
and I think David came to those. 

Mr. Ben-Veniste. What does a municipal judge deal with? Was 
this a high-level judicial authority? 

Ms. Wright. I think they deal with traffic violations and driving 
under the influence violations, things within the city’s jurisdiction 
for enforcement. 

Mr. Ben-Veniste. Did there come a time when you learned Mr. 
Hale was making allegations concerning now President Clinton? 

Ms. Wright. I did. I began hearing that he was making wild ac- 
cusations about some kind of pressure about loans and money. 

Mr. Ben-Veniste. Did you have any contact with the President 
or Mrs. Clinton regarding those allegations? 

Ms. Wright. Yes. Early on, President and Mrs. Clinton called me 
on the phone one day, I believe it was on a weekend, and we had 
a conversation trying to imagine what on earth David Hale was 
talking about. We were trying to figure out if maybe he was allud- 
ing to some project of the State that he had made a grant to or a 
loan to and we couldn’t remember anything like that. We were all 
very perplexed trying to figure out what it might be related to. 
None of us could remember. I mean, he was clearly somebody we 
didn’t deal with or have a lot to do with, and I’m not even certain 
that the information we had at that point, which was primarily 
through the press, we understood that it was allegedly a pressure 
for something dealing with the personal holdings of the President. 
We were just absolutely perplexed trying to figure out what he was 
talking about, and we couldn’t any of us remember ever being in- 
volved with him in any kind of a loan situation. 

Mr. Ben-Veniste. This was at a time when Mr. Hale was under 
investigation and about to be indicted in Little Rock and was try- 
ing to plea bargain to get a lesser sentence. As his lawyer, Mr. 
Coleman testified before this Committee, he was trying to make a 
deal to get immunity for Mr. Hale and allow him to stay on as a 
judge, while refusing to provide information to Federal law enforce- 
ment authorities about information he might know. He approached 
the media to try to sell his story and to enhance his position vis- 
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a-vis his bargaining. And all that comes from Mr. Coleman. So it 
was at this point that you had the conversation you have just de- 
scribed to us? 

Ms. Wright. To my understanding, yes. 

Mr. Ben-Veniste. Mr. Chairman, we will cede back whatever re- 
maining time we have. 

Senator Dodd. How much time do we have left here? 

The Chairman. Two minutes. 

Senator Dodd. I think it should be 2 minutes. I just wanted to 
come back, Ms. Wright, because we get involved in these hearings 
and obviously there is a lengthy line of questioning on a certain 
point that, if one were not necessarily familiar with everything, one 
might draw some conclusions. It also reflects the amount of time 
and attention paid to a particular issue. I am speaking specifically 
about the Whitewater issue and the President’s preoccupation, or 
lack thereof, with this issue. Given your description of the relation- 
ship between Mr. McDougal and Governor Clinton, I would like to 
ask you about how important the Whitewater investment appeared 
to the Governor during the 1980’s. The questioning that went on 
could lead one to believe that this investment was discussed almost 
on a daily basis. 

Ms. Wright. Oh. 

Senator Dodd. You laugh, but people aren’t familiar with this 
and they go through 2, 3, or 4 hours of questioning about a particu- 
lar note or letter, and I’m not minimizing the importance of it, but 
when you spend 2 or 3 hours on this, one could be left with the 
impression that this was a constant subject of preoccupation or 
questioning or discussion. I want to ask you, was that so? Was that 
the case? 

Ms. Wright. Not so at all. The only preoccupation with White- 
water occurred once a year when we filled out the disclosure forms 
to file as to whether it was among the things that was listed on 
the form 

Senator Dodd. Well, did — I’m sorry. 

Ms. Wright. — and neither were we preoccupied with Mr. 
McDougal. Generally, anything to do with Mr. McDougal occurred 
when he contacted the office for it. 

Senator Dodd. For instance, was there any discussion between 
you and the Governor about how important Whitewater was to the 
future Governor’s security? Was this a necessary investment for 
him to sort of build up a financial portfolio of some kind? 

Ms. Wright. I have the impression, probably not — from general 
conversations, not those specific words, that at one point they had 
had an errant fantasy that it might have something to do with the 
financial future, but that notion had long disappeared by the time 
even I arrived in Arkansas. 

Senator Dodd. Was there any notion of expressions of deep ap- 
preciation to Jim McDougal for having brought this investment to 
him, speaking of the Governor? 

Ms. Wright. Oh, no, sir. There was from time to time, concern 
arose over the years about whether he was handling things prop- 
erly, and then as time went on, whether he was keeping them 
properly informed. 
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Senator Dodd. So, in your opinion, Whitewater was not some- 
thing that was of such paramount importance to the Governor that 
he would feel obliged to extend special favors or attention to Mr. 
McDougal? 

Ms. WRIGHT. Whitewater was like a pesky gnat that you kept 
batting away and it never would completely go away. What are 
these lights? 

Senator Dodd. That’s letting me know that I have terminated 
my questioning. It’s not for you, it’s for me. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Actually, Ms. Wright, it was kind of like a 
$200,000 albatross, because you understood, as you have testified, 
that this investment always lost money; right? 

Ms. Wright. I think I testified that my impression was that the 
Clintons thought it was a loser. 

Mr. Chertoff. And of course, your common sense tells you, that 
when someone takes out a big loan on an investment and the in- 
vestment doesn’t produce any revenue, someone has to keep that 
loan current. In fact, as we discussed in your opening testimony, 
you became aware that there were some issues that arose some- 
time about keeping loans related to Whitewater current or being 
current on tax payments; right? 

Ms. Wright. Yeah, a couple of times that came up. 

Mr. Chertoff. Can you understand that it was therefore of some 
interest to the Clintons to make sure that this entire project didn’t f 
crash and they then come on the hook for a $200,000 loan? I mean, > 
that would be a pretty serious financial setback for a couple that o 
didn’t have a lot of money on hand. Would you agree with that? 1 o 

Ms. WRIGHT. I never gave it that kind of thought. 

Mr. Chertoff. Since you were asked questions about it, let’s 
work through it. You can understand that if during the period from 
1982 to 1986, roughly the paying of the loan, keeping it current so 
it doesn’t go into default, was basically McDougal pulling money C 
out of his other ventures. If he did go into default, and if the loan i 
was called and it was forced to be paid off, and if McDougal didn’t 
have enough money, the Clintons would ultimately have a lot of 
substantial financial liability and a big embarrassment. That 
makes sense; right? s 

Mr. COHEN. Mr. Chertoff, do you want her to assert all those 
facts? I understand the Committee has taken a lot of testimony on 
the subject. I v 

The Chairman. Counselor, you’re really going afield. I think he’s r 
setting a framework by which he will raise a question. She can ask 
for it to be repeated and we can narrow the question. I’ll ask him 
to narrow it. Why don’t you sit next to Ms. Wright so if you have 
any suggestions you want to give to her or if she wants to turn to 
you, she can. I want you to be able to give your client good rep- 
resentation. Why don’t you come on up to the podium? 

Mr. Cohen. Mr. Chairman, I’m fine from here. 

The Chairman. We are not going to have you interposing your J 
objections from the first row. You have every right to do that and 
to protect your client, but I want you to do it at the table if you’re 
going to do it. 

Mr. COHEN. I understand, Mr. Chairman. 
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The Chairman. All right, I really want to accord you that. I 
think you should take the benefit of that. Please, why don’t you do 
that? It will be more orderly. 

Senator Sarbanes. Ms. Wright can turn to counsel in the first 
row if she needs to, can’t she? 

The Chairman. Senator, when you weren’t here, this has hap- 
pened several times. I think it would make more sense unless, 
counsel, you have some specific reason why you don’t want to do 
it, why don’t 

Mr. Cohen. We are fine from here, Mr. Chairman. 

The Chairman. OK, but I am going to ask you not to interpose 
your objections from the first row. I am according you that oppor- 
tunity. Please attempt to narrow your question so that we don’t 
lose the witness along the way, Mr. Chertoff. I think that’s reason- 
able. 

Senator Dodd. Mr. Chairman, can I just suggest, I understand 
your point, but I think we want to be careful. The witnesses here, 
they’re not lawyers necessarily. If there’s a line of questioning, just 
so we don’t set a precedent, I wouldn’t want to have every witness 
have lawyers sitting at the table. 

The Chairman. No, but I just wanted to let counsel know, and 
Ms. Wright know, that she has a right to have counsel at her side. 
Nothing should be imputed or implied by that, but it would provide 
for a more orderly way of giving advice to your client. Also, if you 
want to stop her and interpose a thought or an objection to a line 
or the manner in which a question is put forth, it would be a more 
orderly way to do it. That’s all I am suggesting. 

Mr. COHEN. I’ll be at the table, Mr. Chairman. 

The Chairman. Thank you, Ms. Wright. 

Senator Dodd. The question was preceded by a 

The Chairman. But Senator Dodd, I understood that and I asked 
Counsel to refrain from a long big dialogue on it and to narrow the 
question, so why don’t we take it from there. 

Mr. Chertoff. 

Mr. Chertoff. Ms. Wright, would you agree with me 

Senator Dodd. Why don’t you get a microphone for the lawyer 
so he can pipe right up? 

Mr. Cohen. I have good lungs, Senator, thank you. 

Mr. CHERTOFF. Would you agree with me, Ms. Wright, there 
would be a great interest on the part of the Clintons of having this 
note not go into default where they would be responsible for part 
or all of that; right? 

Ms. WRIGHT. Any investor, I believe, would have that concern. I 
do believe that is still tied to your series of phrases and sentences 
earlier. 

The Chairman. Let’s strike Mr. Chertoff’s previous statement 
which led up to a question. Let’s strike this one just raised. Let’s 
not try to spell out a whole series. Now the question is a pretty 
simple one. I want you to frame it in that manner as it relates to 
whether the failure of Mr. McDougal, or this investment, to be able 
to keep payments up would have been a concern to the Clintons in 
this particular case. I think you know that’s really the question, 
but Mr. Chertoff, please put the question to Ms. Wright. 
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Mr. CHERTOFF. Would you agree with me, Ms. Wright, that it 
was in the Clintons’ interest to make sure all those Whitewater 
loans were being kept current and paid so that they didn’t default? 
Would you agree with that? 

Ms. Wright. It was in the Clintons’ best interest that they be 
kept current and not in default. 

Mr. CHERTOFF. Because if they defaulted, the Clintons might 
personally be liable for a lot of money; right? 

Ms. Wright. Yes, but Mr. Chertoff, I was not — I didn’t regard 
Whitewater with this kind of depth even. 

Mr. Chertoff. But it’s a very simple 

The Chairman. Ms. Wright, let me tell you, one of the problems 
here, is that you are anticipating what he’s going to say. It’s not 
a trick question. 

Ms. Wright. No, I am not, sir. I believe he is asking me what 
I think the Clintons were feeling. 

The Chairman. No, he is not. He is going to ask you a specific 
question. If you have no opinion, you can say you have no opinion. 
If you have no knowledge, you can say you have no knowledge. 
Let’s try to be responsive to the question, though. Go ahead. 

Mr. CHERTOFF. Would you agree with me that if the loan did go 
into default, that would have a serious negative effect on the Clin- 
tons because they would be liable to pay the loan off? 

Ms. WRIGHT. I don’t know enough about Whitewater to be able 
to agree or disagree with you on that. I know that I would be in 
serious trouble if I didn’t get a loan paid off from me. 

Mr. Chertoff. Therefore, you would agree the Clintons had an 
interest in making sure that Mr. McDougal was able to keep the 
loans current; right? 

Ms. Wright. Well, it was important to the Clintons that the 
McDougals run the business in a responsible and current fashion. 

Mr. CHERTOFF. Because if Mr. McDougal himself, if his financial 
house fell down and he wasn’t able to keep the investment up, then 
the burden would fall on the Clintons. That’s just simple common 
sense; right? 

Ms. Wright. I don’t know. I don’t know that until recently we 
linked Whitewater, in any way, to the other McDougal invest- 
ments. 

Mr. Chertoff. As far as you know? You didn’t link them in your 
own mind is what you’re telling me? 

Ms. Wright. I can only talk about what I thought. 

Mr. Chertoff. The 1985 fundraiser was spurred by another loan 
that Mr. Clinton had taken out, this time to fund his 1984 cam- 
paign; right? There was a deficit from the 1984 campaign; right? 

Ms. Wright. It was spurred by our need for political money. 

Mr. Chertoff. There was a deficit from the 1984 campaign be- 
cause Mr. Clinton had taken out a personal loan? 

Ms. Wright. We still had some left to pay off, yes. 

Mr. Chertoff. He had to pay it off. It was a personal loan that 
he took out? 

Ms. Wright. Yes, sir, but that is a formality. The loan was to 
the campaign, not to Mr. Clinton. Under Arkansas law, a bank 
could not make a loan to a campaign committee but only to the 
candidate. There was no question we were going to pay that loan. 
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Mr. Chertoff. You don’t have to be defensive. I just want to be 
clear. The loan was in Mr. Clinton’s name, the 1984 loan? 

Ms. Wright. Yes, sir. Yes, sir, it was. 

Mr. Chertoff. Some of the 1985 money for the fundraiser was 
used to pay back that loan; right? 

Ms. Wright. Correct. 

Mr. Chertoff. I assume you filed that in campaign disclosure 
reports? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. When were those filed, in 1985? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. Do you remember how much of the money that 
was taken in at the fundraiser was used to pay off that 1984 debt? 

Ms. Wright. I don’t. 

Mr. Chertoff. When we were talking about the 1990 fundraiser, 
I think you made the observation a few moments ago that what 
you found — I’ll use the words you used in your deposition — “exces- 
sive in amount and curious in manner” about the 1990 cash with- 
drawals was the notion that you have separate checks written on 
the same day at the same time. Can I conclude from that, as some- 
one who has experience in campaigns, when you see that kind of 
sequence of checks, it sets off like a little red flag in your mind. 
You have to look at something a little more closely; right? 

Ms. Wright. I found it curious. I don’t know enough about the 
campaign to know whether it’s red flags. And my even — my usage 
of words like that reveals that I still do Monday — what do you call 
it — Monday morning quarterbacking, about Mr. Clinton’s cam- 
paigns when I had nothing to do with them. 

Mr. Chertoff. Well, let’s talk about the one you did have to do 
with, the 1985 fundraiser. I would like to put before you three 
cashier’s checks, all three of them dated April 4, 1985, which were 
turned in at the fundraiser. I’ll give them to you in a second. The 
fundraiser was actually held at the Madison Guaranty Bank build- 
ing; right? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. It was in the lobby? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. About 20 people attended? 

Ms. Wright. I do not remember for sure, but it was not many 
people. 

Mr. Chertoff. You collected the checks? 

Ms. Wright. I did. 

Mr. Chertoff. You deposited them in the appropriate accounts; 
is that right? 

Ms. Wright. I did. 

Mr. Chertoff. Interestingly, we have here $9,000 worth of 
checks. Am I right that some of the checks came in later, but on 
that day you took in around $20,000, give or take? 

Ms. Wright. I believe it was $22,000 that day and then the total, 
I think we got two subsequent mailings of checks. I think the total 
was around $30,000. 

Mr. Chertoff. Now on the day where you take in about $20,000, 
almost half of that comes in these three checks. If you look at these 
checks, you see that one is 
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The Chairman. Would you identify the checks you’re speaking of, 
Mr. Chertoff? 

Mr. Chertoff. I will do it as we speak. There is a check from 
J.W. Fulbright for $3,000 to the Bill Clinton Campaign Fund, one 
from Ken Peacock for $3,000 to Bill Clinton, and there is one from 
Dean Landrum for $3,000 to Bill Clinton. They are all dated April 
4th. If you look at the checks, they are all cashier’s checks; right? 

Ms. Wright. Yes, sir. 

Mr. CHERTOFF. Was that common to get cashier’s checks in the 
campaign? 

Ms. Wright. It was not uncommon. 

Mr. CHERTOFF. Not uncommon. That means they were checks 
someone purchased from the bank, not regular checks you use in 
the course of your ordinary checking; right? That’s what cashier’s 
checks are? 

Ms. Wright. If you say so. 

Mr. Chertoff. You don’t know what cashier’s checks are? 

Ms. WRIGHT. [Nonverbal response.] 

Mr. Chertoff. Since we talked about sequential checks written 
to you the same day in 1990, did it seem odd to you these checks 
were sequentially numbered 2496, 2497, 2498, as if they were is- 
sued right at the same time, one after the other, on the same day, 
at the bank? 

Ms. Wright. No, sir, it didn’t. 

Mr. CHERTOFF. You didn’t see anything odd about that? 

Ms. Wright. I didn’t know then, and I don’t know now anything 
about what any of these people’s banking relationships was, and 
Mr. McDougal had a deadline of producing money for a fundraiser 
that day, and whatever the arrangements were, they did. No, it 
didn’t occur to me as odd. 

Mr. Chertoff. Mr. McDougal had a deadline for that day? 

Ms. Wright. He set the date and that was the day — was this the 
day of the fundraiser? 

Mr. CHERTOFF. Yes, but you say you had a deadline of producing 
the money that day. Is that true? 

Ms. Wright. Yes, but that is absolutely no comparability to what 
I meant was curious about the other three checks, Mr. Chertoff. 

Mr. Chertoff. But let me come back to your 

Ms. Wright. The other three checks were for cash. 

Mr. Chertoff. Let me ask you this question. You’re saying to us 
that Mr. McDougal had an obligation, or had a deadline, to produce 
the money on that day. Why was it Mr. McDougal’s obligation to 
produce the money on that day? 

Ms. Wright. I don’t mean an obligation. He had set that day as 
the fundraiser and I think most people who agree to put together 
a fundraiser want to produce money at the fundraiser, so I mean 
it was his self-imposed deadline, not anything we put on him. I 
don’t think we had any notion of how much money he was or 
wasn’t going to raised before we went. 

Mr. Chertoff. In fact, you told us some of the money came in 
after the deadline; right? 

Ms. Wright. Yes, sir. 

Mr. CHERTOFF. These three checks, when you look at them, and 
you have already acknowledged this is about half the money you 
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picked up on that day, did you wonder — I mean, you knew who 
J.W. Fulbright was; right? 

Ms. Wright. Certainly. 

Mr. Chertoff. Was he at the fundraiser? 

Ms. Wright. He was not. It was a great disappointment, because 
the date had been selected and suggested by Mr. McDougal because 
it was a date when Senator Fulbright could come. 

Mr. Chertoff. Did you think that, when you looked at these se- 
quential checks issued one right after the other on the same day 
at the bank, Mr. Fulbright, Mr. Peacock, and Mr. Landrum had all 
walked in together and stood in line to purchase cashier’s checks 
for the maximum allowable limit for contributions? 

Ms. Wright. I didn’t concern myself about their banking prac- 
tices at all, Mr. Chertoff. 

Mr. CHERTOFF. But you concerned yourself about complying with 
the campaign rules; right? That was your job, a principal job of 
yours as a Campaign Manager; right? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. And you were the person who took in the money; 
right? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. Didn’t this sequence of checks kind of leap out at 
you, and say this looks a lot like someone is deliberately structur- 
ing a large contribution, in three separate cashier’s checks, in three 
separate names? 

Ms. Wright. No, sir, I didn’t. 

Mr. Chertoff. It didn’t raise any question in your mind? You 
didn’t have any desire to inquire or ask any questions about the 
remarkable coincidence of three contributors taking out the maxi- 
mum allowable contribution under law, in three cashier’s checks, 
issued by McDougal’s bank, on the same day — literally one after 
1 the other after the other. None of that caused you to have any 
question in your mind? 

I Ms. Wright. Were there three or four cashier’s checks? 

Mr. Chertoff. Well, I have three. If you know of a fourth, I 
would be interested in hearing about it. 

Ms. Wright. I mean, I just don’t remember. 

Mr. Chertoff. Let’s work with these three. 

Ms. Wright. It wasn’t uncommon. As you know, I don’t really 
know what a cashier’s check is, except that it is a valid trade of 
money that we put into the bank and the bank accepted it as a de- 
posit. I don’t know what cashier’s 

Mr. Chertoff. It is awfully hard to believe that a woman who 
has managed three or four Gubernatorial campaigns 

Ms. Wright. It was not uncommon that we got cashier’s checks. 

Mr. Chertoff. Let me Finish. In a system where there are cam- 
paign limits as to how much you can give, where it’s not appro- 
priate to give money or reimburse other people’s contributions, you 
were the chairman of the party, and you’re going to tell us that you 
don’t even know what a cashier’s check is? 

Ms. Wright. I don’t know why people use cashier’s checks. I 
have never bought one, so I don’t know. All I know is that it was 
not uncommon that we received contributions in cashier’s checks. 

A far greater concern to me, Mr. Chertoff, was 
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Mr. Chertoff. If you don’t mind, my concern first. 

Ms. Wright. Except that you put this concern in your question. 

The Chairman. Please, let her finish. Go ahead. 

Ms. Wright. You made reference to the amounts, and that was 
the concern to me, and I know that I immediately checked to make 
certain that these people were giving legal amounts. That was my 
concern. 

Mr. Chertoff. Because you knew if one of them or someone else 
wanted to give $9,000 himself, you couldn’t give $9,000 in a single 
block. The only way you can legitimately book it in the campaign 
is to have it in separate checks; right? Separate amounts for each 
individual? 

Ms. Wright. Mr. Chertoff, I never looked at these three checks 
and thought that a person was giving $9,000. 

Mr. Chertoff. You acknowledged a moment ago, I think, that 
you do understand that cashier’s checks have to be purchased, you 
go to the bank to purchase them? 

Ms. Wright. I don’t know where you get cashier’s checks. I think 
you get them at banks, and I don’t know, I have never bought a 
cashier’s check. I don’t lmow why people use them. t 

Mr. Chertoff. Sometimes they use cashier’s checks because £ 
their credit history isn’t good and people want to make sure the 
check is good, but we’ll come back to that. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Well, Mr. Chertoff has posed 

Senator Dodd. Can I venture one point before you start? You a 
may not be aware of this, Ms. Wright, but there was a line of ques- 
tioning that was asked of you about Whitewater being predicated 
on the premise, and I think an inaccurate premise, that the Clin- fo 
tons knew that Mr. McDougal was keeping the Whitewater loan 
current. Therefore, the question about whether the Clintons were 
concerned about McDougal’s financial condition. The law firm of ln i 
Pillsbury Madison hired by the RTC, at a cost of around $4 million 
to do their investigation, concluded, and I quote: 

There is no basis to assert that the Clintons knew anything of substance about 
the McDougals’ advances to Whitewater. The source of the funds used to make the 6 
advances or the source of the funds used to make payments on bank debt. vi 


So the premise of Mr. Chertoff’s question about whether or not 
the Clintons should have been nervous or you should have been 
nervous about Mr. McDougal’s financial condition is false because 
there is no indication based on a $4 million study by Pillsbury 
Madison that they were aware of that. I just want to make that 
point because it sort of lays out the assumption you should some- 
how know about it. In fact, the investigation said that there was 
no way they should have. 

I’m sorry, Mr. Chairman. I apologize. Go ahead. 

Mr. Ben-Veniste. Ms. Wright, let me address another sort of 
presumption that was built into the questioning regarding these 
three cashier’s checks. If this were a court of law, one would make 
an objection based on a fact not in evidence. What I’m referring to 
is the assumption that you studied these cashier’s checks to deter- 
mine that the checks were sequentially numbered. Did you make 
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such a study of the checks, other than their amounts and who the 
donors were? 

Ms. WRIGHT. Not only did I not, in the course of these investiga- 
tions that have gone on — which have considered the 1985 fund- 
raiser, which are many, even beyond this Committee, I have pro- 
duced documents about this fundraiser. And I have to say, Mr. 
Chertoff made me aware for the first time that they were sequen- 
tially numbered. I have never noticed it even in all the studying 
I have done of them in the course of investigations. 

Mr. Ben-Veniste. To the best of my knowledge — and I am sure 
Mr. Chertoff will correct me if I am in error — in all of his extensive 
questioning of you over 2 days, such a question did not occur to Mr. 
Giuffra. Nobody has questioned you before about this obvious and 
blatant sequential numbering of cashier’s checks; isn’t that so? 

Ms. Wright. When Mr. Chertoff mentioned that they were se- 
quential was the first time, I never noticed that, ever. And believe 
me, I have touched these a lot in the last couple of years, and I 
have never noticed it, much less at the time. 

Mr. Ben-Veniste. Now, your issue in reviewing the contribu- 
tions, as I understand your testimony, was to determine that no 
donor had exceeded the permissible amount. Is that correct? 

Ms. Wright. That’s correct. 

Mr. Ben-Veniste. What process would you go through to do 
that? 

Ms. Wright. I went to the computer terminal, looked up the 
dates of the last contributions and if they didn’t exceed, then they 
applied them to the 1984 campaign for the debt. If that would put 
them over, I applied the contribution to the 1986 campaign. 

Mr. Ben-Veniste. And that was done in connection with this 
fund- raiser as well as others, I take it? 

Ms. Wright. Oh, yes, that was my routine. 

Mr. BEN-VENISTE. Who was responsible for writing letters thank- 
ing the donors for their contributions at such events? 

Ms. Wright. It would have occurred under my supervision. 

Mr. Ben-Veniste. Well, we have here the list of all of the indi- 
viduals who contributed either in person or otherwise through that 
' fundraiser, and the letters that were sent out thanking those indi- 
viduals. But I have to say that if we are going to get in this Com- 
mittee into presumptions based on campaign contributions, that 
the candidate or his chief finance committee operative must know 
things about the contributions that are not apparent on their face, 
then I have to say, Senator, that we could be here for years inves- 
tigating any number of differential allegations that could easily be 
made on the benefit of hindsight. 

Following up on the point that you made in your initial com- 
ments to this Committee, Ms. Wright, that political figures are 
1 very vulnerable to the problems that people who make contribu- 
tions to their campaigns get into subsequently, because there is an 
association. If we spend our time in this Committee on that time, 
not just from the mid-1980’s but even more recently, we’ll never get 
finished with our job. The June 17th date would be laughable, 
r Ms. Wright. I cannot imagine that the Chairman who has been 
through a comparable experience would pursue that, and certainly 
I am very sympathetic right now with the problems that Senator 
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Dole is undergoing with the public scrutiny about sources of con- 
tributions that he took, and I don't believe that either Senator 
D'Amato or Senator Dole had an awareness of improper sources. 
And we had no awareness that there was anything suspicious 
about the sources. 

Senator Dodd. I want to point out too, and I don't know how 
much involvement Mr. Chertoff has had in campaigns. A lot of us 
have. I look down at the dates and 4/4 seems to be the prevalent 
date of the checks. Something was made of the fact that they are 
all dated that day, but that's fairly customary. I mean, people that 
come to events of mine, it's not uncommon for them to write the 
check at the event or write it before they come to the event, as a 
practical matter. Normally — again, now, there is a Gubernatorial 
requirement to meet, and I have not been a candidate for State of- 
fice, but there's certain things that people look for, and obviously 
the amounts involved to make sure you don’t exceed, and we have 
other requirements such as occupations and so forth. We have to 
require, and basic instructions to my staff is to check those sorts 
of things. 

One of the things that the Federal Elections Commission has not 
asked us to do, and that is unless you're aware of it, is to sort of 
probe and call a person and ask the question about if the check is 
written in someone’s name, and accordingly, the assumption is it's 
from that individual. You start calling everybody and saying is this 
really your check, it gets a little ridiculous, so none of us do that 
that I’m aware of. 

So again, I don’t know how aware Mr. Chertoff is or others are 
of these kind of processes that people who are seeking offices go 
through. It’s not uncommon. 

Senator Dole — and I wouldn't disagree with your conclusion on 
that. It would be a rare occurrence, an occasion, if someone was 
aware of that going on, but it's not unique. So the implication 
somehow that this should have been jumping off the page at you 
when you see J.W. Fulbright writing a check, you’re not going to 
sit there and call Senator Fulbright and say, boy, I wonder where 
that one comes from. Unless I'm wrong, it's just the practicalities 
of this. 

In fact, the other day in a response, in a column written by Joe 
Stevens, Senator Dole said, “In this business you don't know who 
is giving you money. We turned it over to the FEC.” 

For all of us sitting here, you hope this is done right, you have 
to watch for some of these things that may be glaring, but to sug- 
gest somehow that this should have jumped off the page at some- 
one, I have to tell you, as a practical matter, you know, 20/20 hind- 
sight is a wonderful luxury, and even there, no indication in the 
sense that you would have anything but to suspect you're looking 
at check numbers here, that you should have been calling Senator 
Fulbright or doubting somehow that he made a contribution is ri- 
diculous on its face in my view. 

Thank you, Senator. 

Ms. Wright. That’s correct. I would point out, though, in addi- 
tion, that one of the headaches about cashier’s checks is that they 
don't bear an address, and we were required to have an address 
both for sending the thank you letter and for the official records. 
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And the addresses for two of these checks were among ones we 
didn't have and had to get sent to us afterwards. You have the re- 
sponse to that providing those addresses. 

The Chairman. Mr. Chertoff. 

Ms. Wright. I never sat around fondling campaign checks to 
study them. I always deposited them just about as fast as I could. 

Mr. CHERTOFF. Now this 1985 fundraiser, you had been asked 
some questions about David Hale. I mean, some of the figures who 
were involved in the transactions which Mr. Hale was part of in 
1985 and 1986, moving money in and out of his Small Business Ad- 
ministration-funded company into various properties owned by 
Madison Guaranty Savings & Loan and out again. Let me ask you 
whether a number of the people who were part of that group that 
handled that money in 1985-1986 happened to come to this fund- 
raiser, whether to your knowledge there were people who were at 
the fundraiser because they were very close associates of Jim 
McDougal. I guess Jim Guy Tucker was at this fundraiser; right? 

Ms. Wright. Yes, he was one of the few people there that I 
knew. 

Mr. Chertoff. Actually, didn’t he give the money in the name 
of his cable company? 

Ms. Wright. Correct. 

Mr. Chertoff. The Henleys were there? 

Ms. Wright. That was the first time I had seen him since we 
had defeated him in the 1982 primary and times had been very 
tense, so I was very aware that he was there in 1985. 

Mr. Chertoff. David and James Henley were there; right? 

Ms. Wright. I think at least one of them was there. 

Mr. Chertoff. They gave money? 

Ms. Wright. Yes, sir. 

The Chairman. Who are the Henleys? 

Mr. Chertoff. They are the brothers of Susan McDougal. 

Ms. Wright. Yes, and one was a State Senator at that time, I 
believe. 

Mr. Chertoff. Do you know whether they engaged in some of 
the transactions which are the subject of the case in which Mr. 
Hale has testified? 

Ms. Wright. The Henleys? 

Mr. Chertoff. Yes. 

Ms. Wright. I don’t know. 

Mr. Chertoff. Larry Kuca, do you know him? 

Ms. Wright. No, sir. 

Mr. Chertoff. Do you know whether he gave money? 

Ms. Wright. His is among the checks that we provided you, yes. 

Mr. Chertoff. Is he the individual who pled guilty in connection 
with the investigation down in Little Rock? 

Ms. Wright. I don’t know. 

Mr. Chertoff. Ken Peacock, do you know Ken Peacock? 

Ms. Wright. I don’t. 

Mr. Chertoff. Steven Smith, do you know Steven Smith? 

Ms. Wright. I don’t. 

Mr. Chertoff. What about Chris Wade? Was Chris Wade 

Ms. Wright. I have met Mr. Wade. 

Mr. Chertoff. Did he give money? 
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Ms. Wright. He was a regular contributor. 

Mr. Chertoff. Do you know whether he was involved as the 
broker on the Whitewater matter? 

Ms. WRIGHT. I know that now, and I am not certain that he was 
at that fundraiser. 

Mr. Chertoff. But he gave money? 

Ms. WRIGHT. I think we got the check subsequent to the fund- 
raiser. 

Mr. Chertoff. It was a check from Chris Wade? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. Did you know, at the time, that he was the 
broker for Whitewater? 

Ms. Wright. No, sir. 

Mr. Chertoff. R. D. Randolph, do you remember him giving 
money? 

Ms. Wright. Yes, sir, and I believe Mr. Randolph was present 
at the fundraiser. 

Mr. Chertoff. He was a director of Madison Guaranty; right? 

Ms. Wright. I don’t know. 

Mr. Chertoff. What was his relationship with the Governor? 

Ms. Wright. I don’t know how they knew each other. He was 
someone who had been around politics in the State. I don’t remem- 
ber, he may have also — I don’t remember. 

Mr. Chertoff. Did you know he was involved in one of these 
transactions that Mr. Hale has testified about involving a partner- 
ship between himself and Governor Tucker and Mr. McDougal? 

Ms. Wright. I know that now. 

Mr. Chertoff. You did not know that at the time of the fund- 
raiser? 

Ms. Wright. Not at all. 

Mr. Chertoff. Didn’t Mr. Randolph, in fact, kind of throw this 
fundraiser back in your face a couple of years later when he want- 
ed the Governor to sign off on some legislation that affected one of 
Mr. McDougal’s projects, the Castle Sewer & Water matter? 

Ms. Wright. I think you are referring again to one of the office 
memos that we had, and I think that’s what he was doing. I don’t 
know that for sure. 

Mr. Chertoff. Let’s get the memo to you. It is dated April 14th, 
and it’s to “BC from NH,” NH being Nancy Hernreich, and we will 
pull it out for you. 

Ms. Wright. I have it, sir. 

Mr. Chertoff. It has that characteristic checkmark from the 
Governor indicating he had read the memo; right? 

Ms. Wright. Yes, it also has a comment from him on the memo. 

Mr. Chertoff. It says: 

Mr. Randolph dropped by to see you this morning to talk to you about the Water 
Bill you vetoed. He said that he talked to you on Sunday morning. He wants to 
know if the veto is going to stand. He would like you to call Jim Guy Tucker about 
this. He said that he has a difficult time getting an answer from you. He mentioned 
a meeting between you, Tucker and Jim McDougal a couple of years ago which in- 
volved $33,000. This was pretty cryptic. He seemed angry. Someone, I think he pre- 
fers you, needs to call Tucker. 

Now when you saw this, I take it you understood the reference 
to the meeting between the Governor, Tucker, and McDougal in- 
volving $30,000 to be a reference back to this 1985 fundraiser? 
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Ms. Wright. I didn’t understand that. I suspected it because it 
also was not uncommon that people who had contributed money, 
when they got angry with an action of yours, decided that they 
would throw it in your face. And I, in fact, have engaged in that, 
when someone voted in a way that displeases me to whom I had 
written even a $50 check. I’ll say I wish I had never given you that 
$50. I mean, it was not an uncommon thing for people to link their 
unhappiness with a regret of being associated with money, and I 
saw that — and my guess was that Mr. Randolph was doing this, al- 
though I also thought he was wildly exaggerating the amount. 

Mr. Chertoff. Well, in fact, he was pretty close. How much did 
the fundraiser take in, about $39,000? 

Ms. Wright. No, sir. I think it was $30,200 or $30,500. 

Mr. Chertoff. So this $33,000 isn’t really 

Ms. Wright. But I have to tell you, at that time I thought that 
fundraiser raised the amount of money I left there with. It has — 
only in the reconstruction of the investigations have I linked the 
checks that came subsequently as part of that fundraiser. 

Mr. Chertoff. Did you actually have a conversation with Mr. 
Randolph about this, with R.D. Randolph? 

Ms. WRIGHT. I don’t remember whether I did or not. 

Mr. Chertoff. Whether Randolph didn’t say to Ms. Hernreich 
that he was sore about the thousand dollars or the $3,000 he had 
given or the $2,000 he had given, he talked about the $33,000. How 
did Mr. Randolph know what the total take was on that? 

Ms. Wright. I have no idea, Mr. Chertoff. You’ll just have to ask 
Mr. Randolph. I didn’t give it another thought. I wouldn’t have spo- 
ken to anybody about it. It is not uncommon that a former contrib- 
utor will throw something about having raised money for you or 
giving money to you up in your face when they are unhappy with 
you. I took note of that as likely theory behind what Mr. Randolph 
meant. I felt very irritated about it. I had to set it aside in my 
mind and deal with the substance of the anger. 

Mr. Chertoff. During the year before the fundraiser, almost ex- 
actly a year before the fundraiser, Mr. McDougal was fortunate 
enough to have a State agency, the Arkansas Housing Agency, 
lease space in his building. Do you remember that incident? 

Ms. Wright. Yes, sir, I do. 

Mr. CHERTOFF. Were you actually involved in that decisionmak- 
ing process? 

Ms. Wright. Yes, sir, I was. 

Mr. Chertoff. Were you at the meeting where Mr. Epes was 
present? 

Ms. Wright. I don’t remember that. I didn’t, until yesterday, re- 
call that Mr. Epes had met with the Governor. 

Mr. Chertoff. But now you remember it? 

Ms. Wright. No, I don’t. 

Mr. Chertoff. You don’t know if you were there or not? 

Ms. Wright. I don’t know. 

Mr. CHERTOFF. You heard the testimony of Ms. Herr that she 
was told by Mr. Mallard at the time that this was something the 
Governor’s office wanted done in 1984. They wanted to have this 
lease go to Mr. McDougal’s building. Is that, in fact, what hap- 
pened? Did the Governor’s office want it done? 
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Ms. WRIGHT. No, sir, that is not, in fact, what happened. I didn't 
hear that testimony. Not much of yesterday was on C-SPAN. The 
State Building Services made the determination that ADFA was a 
good fit for that building. It happened, more often than I wish it 
had, that departments didn't like the locations that State Building 
Services liked. Usually this involved the downtown area. And I did, 
on two or three different occasions, including this one, meet with 
both the State Building Service officials and the resisting depart- 
ment people to try to ascertain what the problems were and see if 
they could be addressed. 

Very often, it was just that they didn’t want to be downtown. It 
wasn’t ritzy enough. It was depressed areas. And the policy that we 
felt very strongly about was keeping a revitalized — helping to revi- 
talize downtown Little Rock and the area adjacent to it. My job 
was to try to ascertain if there was a resistance merely based on 
the location as opposed to the adequacy. I believe I remember that, 
in this case, concerns were expressed about security. I think we 
did, in fact, add more lights to the parking lot, stuff like that, ad- 
dress those concerns. 

Mr. CHERTOFF. So you actually remember participating in this in 
1984? 

Ms. Wright. Oh, yes, sir, I did. 

Mr. Chertoff. Then there was a subsequent meeting where it 
was taken to the Governor himself? 

Ms. Wright. I learned that yesterday. I don't recall it from the 
time. 

Mr. Chertoff. Evidently Mr. Epes felt strongly enough, or some- 
one in his agency felt strongly enough, that they took it up to the 
Governor himself; right? 

Ms. Wright. Evidently so, and not surprisingly. 

Mr. CHERTOFF. Did you Imow that Mr. Epes continued to com- 
plain about the lease during the balance of that year to the State 
Building Services? Just yes or no. Did you know that? 

Ms. Wright. No, I don't remember that specifically. Mr. Epes is 
a very bright and very competent professional, but he also com- 
plains a lot. 

Mr. Chertoff. In fact, there was an expansion of the lease, an 
additional lease was signed the following year in 1985; and that 
process was set in motion right around the time of the April fund- 
raiser. Did you know about that? 

Ms. Wright. No, sir, I had forgotten about the expansion until 
he was reminded about it at yesterday's hearing. 

Mr. Chertoff. Did you remember that additional new space was 
taken in another McDougal building across the street for the Reve- 
nue Department of ADFA also in 1985? Did you remember that? 

Ms. Wright. I do have a recollection of the Revenue Department 
moving in that area. 

Mr. Chertoff. Now, Ms. Herr, the woman responsible for these 
leases, told us yesterday that at least during her tenure in this pe- 
riod of time, the only buildings in the downtown area, the Quapaw 
Quarter, into which State agencies were moving or opening new 
leases as they came up were Mr. McDougaFs buildings. Do you 
have a memory contrary to that? 
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Ms. Wright. No, but I am trying to understand what you are 
saying. 

Mr. CHERTOFF. What I’m saying is, that whatever the general in- 
tention was of developing or helping to develop this particular 
quarter of Little Rock, the only landlord who benefited during this 
period, from new leases that were being obtained for agencies, was 
Mr. McDougal. No other landlord had a new State agency in his 
or her building in that quarter. 

Ms. WRIGHT. I don't know that there were other areas being ren- 
ovated and developed in that area. I don't recall any. One of the 
things that was admirable about Madison Guaranty is that it went 
into that area, it renovated an old building, made a very interest- 
ing structure and there was great hope that it was going to bring 
new life into the area. 

But Mr. Chertoff, we did not make a determination that ADFA 
would be in that building. We never made a determination where 
an agency would be. We did not make a determination whether 
space that a landlord wanted rented out was adequate, but once 
SBS made the decision that it was appropriate space and there was 
a complaint and the complaint was about a downtown area, I had 
a responsibility to make certain that it wasn’t a bias or prejudicial 
or bigoted concern. 

Mr. CHERTOFF. You surely didn't think Mr. Epes was prejudiced 
or bigoted? 

Ms. Wright. No, sir. 

Mr. Chertoff. In this case, though, I'm a little puzzled because 
actually the testimony we had yesterday was not that the Gov- 
ernor’s office only got involved in the process at the end, but rather 
we had testimony from Ms. Herr, who has certainly no discernible 
reason to make up stories and who has apparently quite a clear 
memory about this. Her testimony was that from the very begin- 
ning, as soon as there was a request made by the agency not to 
take this space, she was told by Mr. Mallard — and you remember 
Mr. Mallard, right, Paul Mallard? 

Ms. Wright. Absolutely. 

Mr. Chertoff. In fact, he was a friend of the Governor? 

Ms. Wright. And a cabinet member, yes. 

Mr. Chertoff. She was told from the very get-go that the Gov- 
ernor didn't want to take any other proposals, the Governor's office 
wanted this in this particular building. That was her testimony 
yesterday. Was that customary for the Governor's office to express 
views early on, about what buildings they wanted to have State 
leases in? 

Ms. Wright. We never did that. And I don't believe we did it in 
this case. 

Mr. Chertoff. So you don't agree with her testimony. 

Ms. Wright. I have an enormous respect for Helen Herr. I’m not 
saying I disbelieve it. I'm saying something is not jibing. 

Mr. Chertoff. By the way, you didn't have any policy or rule in 
effect at this time or just even a practice of having the Governor 
screen himself out from making decisions where there was an eco- 
nomic benefit to Mr. McDougal. I am not talking about general reg- 
ulatory decisions, but a decision like this, where it was $300,000 
of lease payments over 5 years. I mean, that was a very nice piece 
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of business for a commercial landlord to have a guaranteed 5-year 
tenancy, for $300,000, from a very responsible tenant who is not 
going to go bankrupt. 

You didn’t have any rule or principle — because of McDougal’s 
business relationship with the Governor on the personal side, that 
the Governor ought to keep out of any issues that might have a fi- 
nancial impact on Mr. McDougal? 

Ms. Wright. Any interest that we had about a State agency hav- 
ing rental property in that area was of an interest in seeing the 
area develop. It had nothing to do with Jim McDougal. 

Mr. Chertoff. So when Ms. Herr testified yesterday, as she did 
in her deposition, that she was told that one of the reasons the 
space was supposed to go into that building was because the Clin- 
tons and the McDougals were friends, she was wrong? You don’t 
agree with that? 

Ms. WRIGHT. I didn’t tell her that. The Clintons didn’t tell her 
that. Mr. Chertoff, one of the wonderful things about Arkansas that 
is always interesting but also gets you in trouble sometimes — and 
I bet this happens in other States too, it certainly did in Texas 
where I grew up — is that people invoke the name of an authority 
figure like the Governor frequently with great license. We never di- 
rected that — I think it was the housing authority at that time, we 
didn’t direct that they go into that building. It had nothing to do 
with Jim McDougal that I then insisted that they comply with SBS 
decision. 

Mr. Chertoff. I’m out of time. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Well, my recollection of yesterday’s testimony 
is a lot different than Mr. Chertoff’s. My recollection is that Mr. 
Mallard testified that he was the one who identified the Madison 
property as appropriate for the moving of the housing authority. 
He testified that it was consistent with the policy of selecting a 
downtown location, if that were possible, and particularly one in 
the Quapaw Quarter which was targeted for redevelopment. There 
was no one on the panel who disagreed with that. 

Moreover, the notion that someone was told to select this prop- 
erty because of a relationship between Mr. Clinton and Mr. 
McDougal was rejected by the people on the panel who testified 
here under oath. What they did say was that when Mr. Epes sent 
a letter which was requested by his deputy because some of the 
employees of the housing authority expressed concerns about safety 
issues, that he felt he was obliged to sit down and discuss that 
matter. Essentially, to be the ombudsman carrying the concerns 
forward to the Governor’s office. He did that. 

Mr. Epes was very candid in saying he lived in that area himself, 
and he had no concerns about safety. Indeed, when balanced 
against the economics of the deal, the space that was available for 
contiguous expansion, and the policy of helping to resuscitate an 
economically downtrodden area, albeit a historic one, of Little Rock, 
the safety concerns were not that significant. 

Moreover, the testimony yesterday was consistent that the safety 
concerns were never realized, fortunately, in terms of any incidence 
of violent acts to which the employees of that agency were sub- 
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jected. Mr. Epes said he was entirely satisfied with the Madison 
property. When it came time to expand, they took an additional 
1,400 square feet of space. 

The notion that this was a quid pro quo for Jim McDougal throw- 
ing the Madison fundraiser, I think, was soundly rejected by every 
member of the panel yesterday. The proposition that the agency 
was led to expand and that the expansion space was somehow this 
big payoff for having a fundraiser at the Madison Savings & Loan, 
was roundly rejected as preposterous. 

Ms. Wright. It is preposterous. It is a preposterous allegation, 
and I might point out and I don’t know whether it was pointed out 
yesterday, when the agency did continue to grow after we changed 
the nature of it, legislatively, that they did move to another down- 
town property which had been more seriously depressed and aban- 
doned by station, and that one happened to be owned by a right- 
wing Republican opponent of the Governor’s, but we were thrilled 
in encouraging the move to that building. 

Mr. Ben-Veniste. And I trust that there was a similar expres- 
sion of dismay by the employees of the agency because the new lo- 
cation was also beset by crime and they would be imperiled, and 
so forth and so on. 

Ms. Wright. There was. 

Mr. Ben-Veniste. But, that was overcome and the agency was 
moved there? 

Ms. Wright. That’s correct. 

Senator Sarbanes. This Quapaw Quarter, it has improved over 
the years; is that correct? 

Ms. Wright. Parts have enormously, but it is not all the way 
through. We still have a ways to go. 

Senator Sarbanes. I understand that it’s generally credited that 
the location of the agency was helpful in the subsequent improve- 
ment that took place? 

Ms. Wright. We believed that, yes. 

Mr. Ben-Veniste. The $33,000 raised at this fundraiser in 1985 
has been identified in several theories that have been expressed be- 
fore this Committee. It has been expressed as being the quid pro 
quo for getting off leases. Although the witness who testified yes- 
terday about having made such an allegation recognized that he 
was merely “saber rattling,” I think a euphemism for outright fab- 
ricating, because it was shown quite clearly that the fundraiser oc- 
curred a year after the property was rented. 

Then we have, in 1987, the suggestion that after Governor Clin- 
ton vetoed water and sewer legislation which resulted in one of the 
contributors complaining that, “my gosh, you better remember that 
back in 1985, we all raised $33,000 for you and that you better 
think about vetoing legislation that affects us.” Of course, if there 
were any such wired-in understanding of support legislatively or 
otherwise by the Governor’s action, it’s preposterous to think that 
the Governor would have vetoed the bill in the first place. 

It was passed, according to testimony that this Committee has 
received, unanimously by both Houses of the legislature. Yet, the 
Governor vetoed it. When they took out the unconstitutional as- 
pects of it, it again passed unanimously by both Houses of the leg- 
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islature. It was totally uncontroversial, and indeed, at that point 
the Governor signed it. 

Now in the memo that has been provided to you, “He seemed 
very angry, I think he prefers you, needs to call Tucker.” Governor 
Clinton wrote one word on that memo. 

Ms. Wright. Yes, sir. 

Mr. Ben-Veniste. What was it? 

Ms. Wright. “Ugh.” 

Mr. BEN-VENISTE. Meaning that the notion of calling Mr. Tucker 
and getting involved in such a matter based on this complaint was 
not something that he wished to involve himself in; would that be 
fair to say? 

Ms. Wright. Either that or that the entire matter was “ugh.” 
You don’t — you know, Mr. Randolph, obviously it was rantings. He 
wants to know if the veto is going to stand. Vetoes stand. There’s 
no way to reverse a veto. So yeah, I mean it was just “ugh.” 

Mr. Ben-Veniste. I mean, we have had days of testimony con- 
cerning what occurred with respect to that, and I don’t mean to 
burden you with that, except to ask you on the basis of everything 
that you knew, was there any quid pro quo for the Governor ap- 
proving water and sewer legislation tied somehow to this fund- 
raiser that occurred 2 years beforehand? 

Ms. Wright. There was not only no quid pro quo, but until re- 
cently, we never even gave them credit for the amount of money 
that they did raise. I thought it was much less than what it actu- 
ally turns out to have been. There was no quid pro quo, and if 
you’re talking big political money, even in our small reasonable 
State of Arkansas, this is not big political money. 

Mr. Ben-Veniste. Mr. Chertoff, in his prefix to his questioning, 
somehow wove in Mr. Hale. 

Ms. Wright. Yeah, I was confused about that. 

Mr. Ben-Veniste. Well, I think justifiably. Was there any con- 
nection of Mr. Hale, that you know of, in 1985, to the contributions 
that were made at the 1985 fundraiser? 

Ms. Wright. No, sir, not at all. 

Mr. Ben-Veniste. The fact that some of these individuals may 
have done business with Mr. Hale does not to my mind suggest 
that Mr. Hale was somehow involved in this fundraiser, or that Mr. 
Clinton should have known that. Does it suggest that to you? 

Ms. Wright. It does not suggest that. We were oblivious to Mr. 
Hale having any business dealings with these people, I believe. 

Mr. Ben-Veniste. Now the idea that the individuals would be as- 
sociated with Mr. McDougal, however, was nothing that came as a 
shock to you? Mr. McDougal had arranged for the fundraiser. 

Ms. Wright. Correct. 

Mr. Ben-Veniste. Showing you that these individuals had done 
business with Mr. McDougal was entirely within the expectation 
that one would have at the time, I presume? 

Ms. Wright. Absolutely. 

Mr. Ben-Veniste. He arranged it and presumably, he brought 
people who were associated with him whom he could lasso into a 
fundraiser; correct? 

Ms. Wright. Correct. 


2385 


Mr. Ben-Veniste. Perhaps you could clarify something that I 
think has been a presumption in this Committee and certainly in 
the press — about the relationship between Mr. Clinton and Jim 
Guy Tucker. Because the two of them have served as Governor of 
the State of Arkansas, there seems to be some presumption that 
they are good buddies and have been political allies. I wonder 
whether you could provide us with your understanding of what 
that relationship was, based on your own observations. 

Ms. Wright. It was a civil relationship, but distant. As I had 
earlier, Mr. Tucker being at this fundraiser was my first encounter 
with him since the 1982 primary where he also ran, and we de- 
feated him. I think it’s very difficult to, when there is a tough race 
like that, to expect people to be great buddies. They weren’t great 
buddies. There was a rivalry. There was a tension. Mr. Tucker pro- 
ceeded to become exceedingly wealthy, and I have always ques- 
tioned which one really lost that election. 

Mr. Ben-Veniste. I don’t have anything further. 

The Chairman. Mr. Chertoff. 

Ms. Wright, we could do one of two things. 

Ms. Wright. 

Ms. Wright. Yes, sir. 

The Chairman. We could take a break now or we could attempt 
to finish up so we don’t have to come back. I will defer to you at 
this point. 

Ms. Wright. That is a wonderfully heavy responsibility. 

The Chairman. Well, no 

Ms. Wright. A short break would be nice. 

The Chairman. Why don’t we take a 5-minute break, and see if 
we can’t conclude this without having to take a break for lunch; all 
right? That will be our goal. 

Ms. Wright. Fine, thank you. 

Mr. Ben-Veniste. How much questioning does Mr. Chertoff still 
have, do you know? 

The Chairman. Do you have about a half-hour? 

Mr. Chertoff. About 20 minutes to a half-hour. I think we could 
possibly do that. 

The Chairman. So that we can operate with a little more human- 
ity for everybody, why don’t we take a break until 2 p.m. We will 
resume at 2 p.m. because I know what’s going to happen. We tell 
you 20 minutes to a half-hour, then the other side is going to have 
some time, they will probably take less but we will probably go a 
lot longer than we anticipate. Everybody is going to be uncomfort- 
able, kind of strained, so why don’t we break until 2 p.m. 

Ms. Wright. Thank you. 

[Whereupon, at 12:45 p.m., the hearing was recessed, to be recon- 
vened at 2 p.m. this same day.] 
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AFTERNOON SESSION 

The Chairman. The Committee will come to order. 

Mr. Chertoff. 

Mr. Chertoff. Ms. Wright, in 1992, you wound up working in 
some capacity, on the Presidential Campaign. Is that right? 

Ms. Wright. That is correct. 

Mr. Chertoff. Let me ask the question this way. You had some 
involvement in responding to present inquiries on Whitewater in 
1992? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. Who worked with who on the campaign in getting 
information to respond to those press questions? 

Ms. Wright. Well, we had a division that worked on the Arkan- 
sas record. There were a whole lot of people who helped me out. 

Mr. Chertoff. But who did you work with specifically on White- 
water and the Rose Law Firm and those issues? Who did you get 
your information from to respond to those types of questions? 

Ms. WRIGHT. Those are two different types of questions. The 
Rose Law Firm, if I received a new question, I generally would call 
the person who seemed to me to be the most appropriate person 
at the Rose Law Firm to ask for whatever facts they could share 
with me. 

Mr. Chertoff. Who, the names? What are the names of the peo- 
ple you would deal with? 

Ms. Wright. Well, it depends on what the issue was. But the 
managing partner — is that what you call them in law firms, the 
managing — I think Webb was most often the person I called. 

Mr. Chertoff. Webb Hubbell? 

Ms. Wright. Yes. 

Mr. Chertoff. And also Vince Foster? 

Ms. Wright. I don’t think I ever called Vince, but I may have. 

Mr. Chertoff. Did you talk to Mrs. Clinton about questions in- 
volving the Rose Law Firm? 

Ms. Wright. I talked to Mrs. Clinton about any answer I had 
drafted which concerned her. 

Mr. Chertoff. Did you deal with Susan Thomases on the Rose 
Law Firm? 

Ms. Wright. I don’t recall doing so. 

Mr. Chertoff. With respect to Whitewater, did you deal with or 
talk to Mrs. Clinton about Whitewater? 

Ms. Wright. Most of the Whitewater research and initial flurry 
occurred before I came to the campaign. Like the Gerth story in 
The New York Times came out before I came back to Arkansas to 
the campaign. So I used, you know, what had built up from there, 
from that research. The Lyons report was in process at that point. 
And then I think the first really official thing I did was be a part 
of issuing that report from the campaign. 

Mr. Chertoff. Was there a point in the campaign that you be- 
came aware of the possibility that there were criminal referrals in 
the pipeline that dealt with or mentioned the Clintons? 

Ms. Wright. I don’t think so, Mr. Chertoff. 

Mr. Chertoff. Do you recall an RTC investigation that might 
touch on the Clintons at some point during the campaign? 

Ms. Wright. I did, yes, sir. 
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Mr. Chertoff. How did you come to hear about it? 

Ms. Wright. I received a call from someone in California. 

Mr. Chertoff. Who? 

Ms. Wright. I don’t know. Who had talked to somebody they 
knew there, a lawyer who had just returned from a business trip 
to Kansas City and while at a cocktail party in Kansas City, a 
woman had mentioned to him that there was — I don’t believe RTC 
was a phrase used — but a referral about an S&L officer which 
would implicate the Clintons in Arkansas. It was a very cryptic 
rumor. 

Mr. Chertoff. Who told this to you? 

Ms. Wright. I don’t know the name of the person. 

Mr. Chertoff. You mean some stranger just called you? 

Ms. Wright. They do every day. 

Mr. Chertoff. Any stranger was able to get through to you di- 
rectly during the campaign, and pass on information like this? 

Ms. Wright. Absolutely. 

Mr. Chertoff. So you’re not telling us you don’t remember who 
called you. You’re just telling us you don’t know the identity of the 
person who communicated the rumors to you? 

Ms. Wright. That’s correct. 

Mr. Chertoff. It wasn’t Jack Palladino, by any chance, was it? 

Ms. Wright. Oh, no, sir. Mr. Palladino worked for me. 

Mr. Chertoff. Mr. Palladino was an investigator? 

Ms. Wright. He was an attorney who was working with me on 
the campaign. 

Mr. Chertoff. So you get this information from someone you 
don’t know. What do you say to that person? Did you ask them for 
details? 

Ms. Wright. I think I had all the details that person had. 

Mr. Chertoff. What did you do next? Did you try to run down 
the story? 

Ms. Wright. I called a criminal defense attorney in Little Rock 
who I knew and asked him if there was some kind of consideration 
of an indictment or criminal referral in a Federal Court in Arkan- 
sas, was there any way to find out about it that was legal and ethi- 
cal, et cetera, and he told me that there wasn’t. 

Mr. Chertoff. Who was the person you called? 

Ms. Wright. Bill Wilson. 

Mr. Chertoff. He’s now a judge? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. Appointed by President Clinton? 

Ms. Wright. Correct. 

Mr. Chertoff. You did this on the basis of a call from a person 
who didn’t identify themselves to you? 

Ms. Wright. Actually sir, the person probably did identify him- 
self to me. 

Mr. Chertoff. Did you make a note of the call? 

Ms. Wright. Not that I have been able to find. 

Mr. Chertoff. It’s somehow not around anymore? 

Ms. Wright. I may have, but I haven’t located it. 

Mr. Chertoff. Mr. Wilson told you you couldn’t find out if there 
was any kind of indictment or something pending because there 
was no way to do that? 
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Ms. Wright. Correct. Those procedures are all in confidence. 

Mr. Chertoff. So what did you do next to find out what was 
going on? 

Ms. WRIGHT. Nothing. There wasn't anything I could do. 

Mr. Chertoff. Did it concern you? 

Ms. Wright. Well, I think I actually just thought it was a rumor. 
I tried to guess whether we had any friends that might be in crimi- 
nal trouble, and I struck out there. 

Mr. Chertoff. Did you try to guess yourself, or did you enlist 
someone else in trying to guess? Did you enlist Mrs. Clinton in try- 
ing to guess? 

Ms. Wright. I don’t think so. 

Mr. Chertoff. Did you and Mrs. Clinton discuss whether there 
was anybody you both knew, any mutual friend involved in the 
savings and loan business, who might be the subject of this inves- 
tigation? 

Ms. Wright. I might have. I don’t recall doing it. It wasn’t par- 
ticularly notable if I did. 

Mr. Chertoff. Isn’t it a fact that you actually went scrambling 
around to try to find out about this? 

Ms. Wright. On my scale of scramble? No, sir. 

Mr. Chertoff. Let’s go back to that deposition that Mr. Giuffra 
took on January 26th, page 156. Got it? 

Ms. Wright. Yes, sir. I do. 

Mr. Chertoff. Page 156: 

Question: When did you learn of this investigation, RTC investigation? 

Answer: Well, the first time I heard about it was in the fall of 1992, and at that 
point I regarded it — there was no way to verify it. So, I didn’t know whether it was 
true or not. I now know it was. 

But in about September or October of 1992, some RTC official at a cocktail party 
in Kansas City told somebody who supported Bill Clinton from California who was 
visiting in town that they had just sent a criminal referral up to the prosecutor in 
Little Rock. And that is all I was given over the phone. I went scrambling trying 
to find out what on earth they were talking about. 

Did you give those answers in response to the question in the 
deposition? 

Ms. Wright. Yes, I trust that this is correct. 

Mr. Chertoff. Do you want to change your answer now? 

Ms. Wright. No, sir. 

Mr. Chertoff. You said that’s correct? 

Ms. WRIGHT. You may have had enough exposure to me now to 
know that I pull out funny words sometimes. 

Mr. Chertoff. I beg your pardon? 

Ms. Wright. I pull out funny words sometimes. 

Mr. Chertoff. I want to ask you again, did you discuss this with 
Mrs. Clinton? Did you take it seriously enough to sit down with 
Mrs. Clinton and try to put your heads together to figure out who 
this might refer to? 

If you need some help, it’s page 164: 

Question: Other than this communication with the person from California about 
a criminal referral during the campaign, did you have any other communication 
with anyone about criminal referrals? 

Answer: I remembered I asked Hillary if she was aware of any friend of theirs 
who was in the savings and loan business who might be under criminal investiga- 
tion, and we couldn’t think of anybody. 
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Did you have that conversation with Mrs. Clinton during the fall 
of 1992? 

Ms. Wright. Yes. I don’t think I would have pulled that out of 
thin air. 

Mr. Chertoff. So you recall having the conversation? 

Ms. Wright. Yes. 

Mr. Chertoff. You two couldn’t think of anybody that you knew 
in the savings and loan business, who was a friend of the Clintons, 
who might be under criminal investigation? 

Ms. Wright. That’s correct. 

Mr. Chertoff. The name McDougal did not come to mind? 

Ms. Wright. It didn’t. 

Mr. Chertoff. Of course at that time, you knew Mr. McDougal 
had already been tried once for some criminal activity relating to 
the savings and loan, right? 

Ms. Wright. That’s correct. I didn’t regard him as any longer a 
savings and loan official. 

Mr. Chertoff. Had you heard that Mr. Clinton actually had 
helped Mr. McDougal with the opening statement that the lawyer 
gave in his trial back in 1989? 

Ms. Wright. I didn’t know that until the very recent accounts of 
that. 

Mr. Chertoff. Do you know it now? 

Ms. Wright. What I know of it is only from the recent accounts 
that have come out in press stories about that. 

Mr. Chertoff. Did you learn during the campaign that Loretta 
Lynch and Jim Blair went down to talk to Mr. McDougal about his 
relationship with the Clintons and some of the issues that had aris- 
en in the campaign? 

Ms. Wright. I am aware that they did, yes. 

Mr. Chertoff. Did you learn that one of the things they heard 
from Mr. McDougal was that he had, at least at that moment, 
warm feelings for Mr. Clinton because in part he believed Mr. Clin- 
ton had been sympathetic and Mr. Clinton had helped him with the 
opening statement in the trial? 

Ms. Wright. Probably. I don’t remember it. 

Mr. Chertoff. Neither you nor Mrs. Clinton, at this point in 
time, when you’re trying to think of any friend of yours who was 
in the savings and loan business who might be under criminal in- 
vestigation, McDougal never came to mind? 

Ms. Wright. No, sir. 

Mr. Chertoff. Even after all the publicity about Whitewater 
and Madison Guaranty that had been in the press earlier in 1992? 
Do you remember Mr. Gerth had written some articles about Mr. 
McDougal and Whitewater? 

Ms. Wright. I didn’t have any more information than that. We 
had had a number of S&L problems in the State, far bigger and 
more serious than the Madison one as an S&L problem. I soon dis- 
carded this, and any conversation I had with Hillary didn’t encom- 
pass very many seconds. 

Mr. Chertoff. Let’s keep this in mind, the issue of this referral 
involving, or the information about a possible referral involving a 
savings and loan executive, and ask whether you were the person 
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who was kind of supervising campaign files during 1992? Did you 
have that as part of your job responsibilities, handling the files? 

Ms. Wright. Supervising campaign files? 

Mr. Chertoff. Handling the files, the informational files that 
the campaign used for responding to issues being raised by the 
press? 

Ms. Wright. I had files regarding Governor Clinton's Arkansas 
record and then I collected information about allegations about him 
personally that came up. I guess, Mr. Chertoff, it's very difficult for 
me to articulate this. You can't imagine the number of rumors of 
dastardly deeds and undeeds involving the Clintons that were con- 
veyed to me on a daily basis. And this was a nothing rumor. 

Mr. Chertoff. Ms. Wright, earlier in 1992, national media at- 
tention had been focused for a period of time on Whitewater and 
McDougal. You’re not telling us that by the fall of 1992, you had 
forgotten that Mr. McDougal ever had a position with the savings 
and loan? 

Ms. Wright. No, sir. But I also know that it had been quite 
awhile since he was in a savings and loan, that he’d been tried and 
acquitted. 

Mr. Chertoff. This issue 

Ms. Wright. Listen. I knew very clearly that the Clintons had 
not been involved in anything with Mr. McDougal that involved 
wrongdoing, and so it would never occur to me that there was some 
criminal rumor going on about it. 

Mr. Chertoff. Then you didn’t dismiss this rumor out of hand? 
You made inquiries? 

Ms. Wright. I did not dismiss any rumor out of hand, Mr. 
Chertoff. 

Mr. Chertoff. You sat down with Mrs. Clinton to talk about it? 

Ms. Wright. I did. 

Mr. Chertoff. Did Mr. Hubbell ever tell you that he was taking 
files out of the Rose Law Firm? 

Ms. Wright. No, sir. 

Mr. Chertoff. Were you aware, from any other source, that Mr. 
Hubbell or Mr. Foster were taking files out of the Rose Law Firm 
so they could be used by the campaign? 

The Chairman. We’ll get back to that because the light is on, and 
we are going to go to Senator Sarbanes and Mr. Ben-Veniste. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Ms. Wright, let me go into this matter of the 
cocktail party conversation because this is obviously very troubling. 
Do you recall at what point in time you received this information. 
Was it fairly close on to the actual election? 

Ms. Wright. Yes, sir. 

Mr. Ben-Veniste. Are we talking about the fall of 1992? 

Ms. Wright. Yes, sir. 

Mr. Ben-Veniste. Can you tell us again what it was that you re- 
call having heard from this caller? 

Ms. Wright. That an acquaintance of this caller had been in 
Kansas City at a social function and a woman there told him that 
there was a consideration in Federal Court in Little Rock of an 
S&L official’s criminal misdeeds that the Clintons were very close 
to. The Clintons were very close to this official. 
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Mr. Ben-Veniste. This was overheard by a third party, not the 
person who called you? 

Ms. Wright. That’s correct. 

Mr. Ben-Veniste. Did you say that this cocktail party was being 
held in Kansas City? 

Ms. Wright. Yes, sir. That was what I was told. 

Mr. Ben-Veniste. The speaker was a woman? 

Ms. Wright. Who conveyed the information. 

Mr. Ben-Veniste. Conveyed the information. At that time, did 
you have any idea that the RTC had assigned anyone from its Kan- 
sas City office to investigate Madison Guaranty Savings & Loan? 

Ms. Wright. None whatsoever. 

Mr. Ben-Veniste. Based of the testimony we have received, the 
principal investigator in the fall of 1992, was trying to pressure the 
FBI in Little Rock to open an investigation and to proceed with a 
Grand Jury on Madison Savings & Loan, and had identified Mr. 
and Mrs. Clinton as witnesses in connection with that investiga- 
tion. But you didn’t know anything about that? 

Ms. Wright. No, sir. 

Mr. Ben-Veniste. But apparently someone in Kansas City at a 
cocktail party was talking about a highly confidential matter in- 
volving a Federal investigation and stated that Mr. Clinton would 
be implicated, by association, with an individual who was under in- 
vestigation. 

Ms. Wright. Yes, sir. 

Senator Sarbanes. Now this was in the fall of 1992? 

Ms. Wright. That’s correct, sir. 

Senator Sarbanes. How far ahead of the election? 

Ms. Wright. Very near the election. It was September or Octo- 
ber, weeks before the election. 

Senator Sarbanes. September or October of 1992. This conversa- 
tion was then reported to you by a friend, is that it? 

Ms. Wright. I didn’t know the person. 

Mr. Ben-Veniste. And if I understand your testimony at page 
157, during deposition, I believe Mr. Giuffra asked you who was 
the person that contacted you. You said a friend of this person from 
California who was at a cocktail party with somebody from the 
RTC. Did that indicate that the individual who supposedly made 
this statement was somehow associated, so far as you were told, 
with the RTC? 

Ms. Wright. It should have. I didn’t know from beans what the 
RTC was, so I didn’t associate it with anything. 

Mr. Ben-Veniste. Obviously if in fact it was someone from the 
RTC, making this kind of a statement at a cocktail party, that 
would be most improper and very troubling. Let me go to the ques- 
tion of your attempts to find out whether there was any truth to 
this rumor. 

When you say, in response to Mr. Chertoff’s questions, that it did 
not occur to you that the individual who was being discussed was 
Jim McDougal, I think you said, first of all, Mr. McDougal had 
been out of banking for quite some time. Indeed, he had left the 
Madison Guaranty Savings & Loan in 1987. This conversation was 
in 1992, correct? 

Ms. Wright. Correct. 
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Mr. Ben-Veniste. Mr. McDougal had already been prosecuted in 
Little Rock for alleged improper operation of Madison Savings & 
Loan and had been acquitted? 

Ms. Wright. Yes, sir. 

Mr. Ben-Veniste. For those two reasons, it did not occur to you 
that someone would resuscitate an investigation against an individ- 
ual who had long been out of banking and had been tried and ac- 
quitted for alleged misdeeds associated with running the bank? 

Ms. Wright. That’s correct. 

Mr. Ben-Veniste. Let me take up a matter which has been dis- 
cussed here over the last couple of days, and that is the second 
McDougal property which was a gas station which had then been 
renovated into office space. 

We had testimony yesterday from our panel, including a former 
State building official, who testified that indeed the Revenue De- 
partment office, which was relocated on 16th and Main Street, also 
in the Quapaw Quarter of Little Rock and is still operating. The 
people have found that location to be convenient from the stand- 
point of serving the public, and convenient and acceptable from the 
standpoint of the individuals who have been moved there from 
their prior location? Is that consistent with your understanding of 
that office facility? 

Ms. WRIGHT. Yes, sir. It was absolutely fabulous to be able to put 
a government service office in that area of town, and the gas sta- 
tion locale made it particularly convenient for people to visit. I 
don’t remember linking it to McDougal or what; the main thing 
was providing the service to people in that area. 

Mr. Ben-Veniste. The implication again was this was something 
that had been instigated by the Governor’s office and crammed 
down the throats of the agencies involved, including the building 
services people and the agencies involved. Fortunately, we have a 
record on this. That is what this Committee’s staff does when they 
are not doing these hearings; they are doing depositions and other 
inquiry. 

With the Chairman’s permission, I would like to read from the 
testimony of Morris Patterson. May I, Mr. Chairman? 

The Chairman. Certainly. 

Mr. Ben-Veniste. Mr. Patterson gave his sworn deposition on 
February 16, 1996. Mr. Patterson was the leasing manager of the 
State Building Services Administration. And at page 35 of his testi- 
mony, he stated, in response: 

Question: Now how did that lease come about? 

Answer: Well, the Revenue Department told me they wanted to go into the space 
and they wanted to move from over on Wealth Street. 

Question: Hold on for a second. The Revenue Department wanted to move from 
which street? 

Answer: Wealth Street. 

Question: How do you spell that? 

Answer: W-e-a-l-t-h, from Wealth Street. It was east of there. And then they were 
being robbed frequently and they wanted out of the old building. They — they were 
broken into I don’t know how many times. I would say more than two or maybe 
three or four times. And they wanted to move out of there, and I don’t know how 
they found this old service station here that Madison owned at the time, but they 
wanted to move in it, and I was directed to do it. 

Question: Who directed you to do it? 

Answer: John Cox was the Administrator at that time, and, of course, since that 
time he has — he is no longer with us. He is dead at this time. And he wanted to 


2393 


, go in it, so I proceeded to work up some plans on it, and we went tin the — renovated 
the old service station. 

Question: John Cox was Administrator for which agency? 

Answer: Department of Finance and Administration. 

Question: Now, he went to you directly about this, or went to your supervisor, 
Helen Herr or Helen Vowell? 

Answer: He called me — he talked to me about it. 

Question: Why did he talk to you directly instead of going through your super- 
visor? 

Answer: Well, now, that I couldn't answer you there, sir, because — it would be 
guesswork on my part. 

Question: Didn't you have to get approval from your supervisor? 

Answer: Yes, she knew about it and she approved it or it never would have hap- 
pened. 

Question: Were there other buildings with available space at a similar price or a 
price that was less expensive than that at the time? 

And then he responded to that. 

In terms of all of the questions and the memorandum contem- 
poraneously made on November 7, 1985, it is all papered and docu- 
mented that the agency wanted to move out of its quarters. It lo- 
cated the 16th & Main Street location. Renovation was made, the 
plans were acceptable. The agency moved in. It was happy to do 
so, and it’s still apparently happy to be there. 

So another one of these allegations, when you look at the facts 
and you look at the testimony that has been developed by this 
Committee, there is a refutation of the notion that this was some 
political payback or favor, I guess pay forward would be more ap- 
propriate under the circumstances. 

Now, I think at this time, Mr. Chairman, we can save some time 
by ceding our time back. 

The Chairman. I thank Counsel. 

Senator Shelby. 

OPENING COMMENTS OF SENATOR RICHARD C. SHELBY 

Senator SHELBY. Mr. Chairman, I have a few questions. I will try 
to move as fast as I can. 

Ms. Wright, did you keep files from the 1992 campaign? Did you 
keep the campaign files from the 1992 campaign? Didn’t you keep 
those files? 

Ms. Wright. I’m not exactly certain which files you’re asking me 
about, Senator. 

Senator Shelby. I’m talking about the 1992 Presidential Cam- 
paign. Did you keep those files? 

Ms. Wright. I kept some that were in my office. There were 
probably 2,000 or 3,000 storage boxes of files from the campaign. 

Senator SHELBY. Which ones did you keep? 

Ms. Wright. From my office? 

Senator Shelby. Yes. 

Ms. Wright. I kept, I took from my home, I mean, I took from 
my office about 10, 11, 12 boxes. You understand in my section, I 
had 2,000 boxes that I had compiled or pulled together containing 
Bill Clinton’s entire public record, all of his campaigns. I had gone 
all over Little Rock getting these boxes out of storage, pulling them 
together. So I only took a few things which included personal items 
and correspondence, areas that I thought might come up again that 
the White House staff might need access to. 
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Senator Shelby. Like what for example? You said things that 
the White House staff might need. In response to other things? 

Ms. Wright. Yes, sir. I tried to put a copy of all of the press 
questions and our answers to them in those boxes. I mean, Fm big 
on consistency and checking with what’s been said before. There 
were a couple of people who said they might write books and so the 
information I gathered about that that came up during the cam- 
paign were in there. 

Senator SHELBY. Ms. Wright, did you ever have the billing rec- 
ords or the Madison files? 

Ms. Wright. No, sir. 

Senator Shelby. Have you ever seen them? 

Ms. Wright. The billing records? 

Senator Shelby. Or the Madison files? 

Ms. WRIGHT. I have seen the Rose Law Firm billing records. 

Senator Shelby. Where did you see those? 

Ms. Wright. When I did my deposition with Mr. Giuffra, he 
showed them to me. 

Senator Shelby. Did you do financial disclosures? Did you pre- 
pare those? 

Ms. WRIGHT. For the campaign in 1992? I did not. 

Senator Shelby. You did not? 

Ms. Wright. No. My responsibility was defense of the Arkansas 
record and the Clintons’ character. 

Senator Shelby. In January 1994, you traveled to Little Rock, 
did you not, to gather finance records from Mr. Clinton’s Guber- 
natorial Campaign or Campaigns? 

Ms. Wright. That’s correct. 

Senator Shelby. Who told you to go to Little Rock? 

Ms. Wright. No one did, sir. 

Senator Shelby. You did it on your own? 

Ms. Wright. I did it on my own. 

Senator Shelby. Why did you travel down there? Couldn’t you 
have gotten someone to box them up, if they were boxed up, and 
send them to Washington? Or did you feel like you needed to go 
down there and go through them and see what was pertinent to 
whatever your inquiry might be? 

Ms. Wright. Well, there weren’t people, quote, down there who 
might necessarily recognize the Gubernatorial Campaign. I mean, 
I was frustrated because now we had people working there who 
didn’t know the difference between the Gubernatorial office and the 
Gubernatorial Campaign and the Presidential Campaign. And it 
drove me nuts because of course 

Senator SHELBY. You had been through all of them so you knew? 

Ms. Wright. I was continuing to get press questions about var- 
ious contributors in the past or about campaign finance questions. 
The White House would call me up and ask me questions about 
them. And I finally said, I have got to have the records here where 
I am so I can look them up because I’m no good about guessing. 
I try to operate from facts. So I finally got fed up with not having 
the documentation, so I went to Little Rock and identified a num- 
ber of boxes which they then shipped to me. 

Senator Shelby. Where were they stored in Little Rock? 
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Ms. Wright. Whatever you call the legal entity that exists after 
a Presidential Campaign had leased space in a storage facility. 

Senator Shelby. Did you say in your deposition that you found 
Whitewater records at the storage facility? 

Ms. Wright. I found one small box, yes. 

Senator Shelby. Were those records indexed? Weren’t they in- 
dexed? 

Ms. Wright. No. 

Senator SHELBY. Are you sure? Are you positive? 

Ms. Wright. Well, I guess, I am not certain what you mean by 
indexed. 

Senator Shelby. An index showing what you could find in the 
records. An index would speak for itself, wouldn’t it? 

Ms. Wright. I think so. They weren’t. One of the things that was 
very disappointing to me is that of the 2,000 boxes from all of Gov- 
ernor Clinton’s years as Governor, Attorney General, the stuff that 
we had compiled during the 1992 campaign, they just put Betsey 
Wright on all of them. That was the name of them. So I didn’t re- 
gard that as a very helpful index. 

Senator Shelby. Let me ask you this. Were the boxes indexed as 
opposed to the files being indexed? 

Ms. Wright. No, sir. 

Senator Shelby. The boxes were not indexed? 

Ms. Wright. No, sir. 

Senator SHELBY. You’re saying the files weren’t indexed either? 

Ms. Wright. There were some file folders inside boxes that had 
names on the file folder, yes, but there wasn’t a directory within 
a box. No, sir, these things were just sort of cavalierly thrown in. 
And, you know, I would identify numbers of boxes, have them bring 
them to me in a room, open them, quickly go through, see if they 
were campaign finance records. Most of these were the large bank- 
er’s boxes. There was one small cardboard box. When I opened it 
up, it did have Whitewater Development Corporation bank state- 
ments or receipts or something in it, yes. 

Senator SHELBY. You looked at the documents, in other words? 

Ms. Wright. I didn’t. 

Senator Shelby. You didn’t look at them at all? 

Ms. WRIGHT. I didn’t take anything out and look at it. I saw that 
it was Whitewater Development. I knew that things were being 
given to the Justice Department under subpoena at that time about 
Whitewater, and that clearly this would be responsive. 

Senator SHELBY. So you didn’t look at the contents of the docu- 
ments at all? 

Ms. Wright. I could visibly see that they were some kind of fi- 
nancial records, yes, sir. 

Senator Shelby. But as far as searching through them? 

Ms. Wright. No, sir, I didn’t. 

Senator Shelby. For content you didn’t do that? 

Ms. Wright. No, sir. Which is consistent with my not really 
wanting to know the details of all this. 

Senator SHELBY. But you did know that there were Whitewater 
documents before your eyes, didn’t you? 

Ms. Wright. Yes, it said Whitewater Development on it. 


Senator Shelby. Did you talk to Mr. Bruce Lindsey about what 
you had found? 

Ms. Wright. I did. I called to tell him. 

Senator SHELBY. From Little Rock? 

Ms. Wright. Yes, sir. 

Senator SHELBY. What was his response when you called him 
from Little Rock to tell him that you had found Whitewater docu- 
ments? What did he tell you? 

Ms. Wright. I don’t know what your experience with Bruce 
Lindsey is. My experience has been that it’s been very difficult to 
get him to say stuff* back. I feel like I have one-way conversations 
with him. 

Senator SHELBY. Well, it wasn’t completely one way. Did he say 
hello or anything when you called him? 

Ms. WRIGHT. He does, but I don’t think that that would count as 
a response. To my telling him, it basically was, oh, that’s interest- 
ing. I need to get them to David Kendall, the Clintons’ attorney. 

Senator Shelby. Did he say that to you? 

Ms. Wright. I said that. 

Senator Shelby. You said I need to get these Whitewater records 
to David Kendall the attorney of record for the Clintons, right? 

Ms. Wright. Yes. 

Senator Shelby. What did Bruce Lindsey say about that? 

Ms. Wright. I think I told him that I had learned that Mr. Ken- 
dall was on his way. 

Senator SHELBY. No, let’s go back. What did Mr. Lindsey say in 
response to your statement, I need to get these Whitewater records 
to David Kendall? Did Mr. Lindsey say something? Did he say 
nothing? Did he sigh? 

Ms. Wright. The rest of my sentence to Mr. Lindsey was, I have 
now learned that Mr. Kendall is on his way here for Virginia’s fu- 
neral, and so I intend to give them to him when he arrives. He 
said, fine, good idea. 

Senator Shelby. Did Bruce Lindsey, did you all disconnect your 
telephone then? Was there any other conversation about this? 

Ms. Wright. No, sir. 

Senator Shelby. How many records are you talking about you 
were going to give to Mr. Kendall dealing with Whitewater? 

Ms. Wright. It was a small box, as I recall, a brown cardboard 
box about this big. 

Senator Shelby. A file box? 

Ms. Wright. No, it wasn’t a file box. It was like you could get 
a package from a catalogue order in of a small item because I did 
ultimately carry it back in my arm on the airplane so it wasn’t 
large. 

Senator Shelby. How many days or hours did you spend at the 
storage facility looking through these records? 

Ms. Wright. Actually, longer than I spent in deposition with this 
Committee. 

Senator Shelby. How long, in your best judgment? 

Ms. Wright. I spent like 2V2 to 3 days going through boxes. 

Senator Shelby. What did Mr. Kendall say to you when you gave 
him the documents? You said you were going to give them to him. 
Did you, in fact, give the Whitewater documents to Mr. Kendall? 
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Ms. Wright. Eventually I did, yes. 

Senator Shelby. Did you do it when he came to Little Rock? 

Ms. Wright. No, sir. 

Senator SHELBY. Did you take the documents back to Washing- 
ton yourself? 

Ms. Wright. Yes, sir. 

Senator Shelby. How long was it before you gave them to Mr. 
Kendall? 

Ms. Wright. One day. 

Senator Shelby. What did he say, in response, to the records 
when you gave them to him? Did he do like Mr. Lindsey and didn’t 
say anything? 

Ms. Wright. I don’t recall a conversation. I think actually a cou- 
rier came from his firm to get them from me. 

Senator SHELBY. You didn’t give them to him yourself, did you? 

Ms. Wright. No, sir, I didn’t. 

Senator Shelby. That’s all I have, Mr. Chairman. 

The Chairman. I want to ask you something if I might. 

Ms. Wright. Senator Shelby, I do want to clarify about there 
being an index. There was an index with whatever identification 
had been applied to each box. It was not detailed or helpful. 

Senator Shelby. But an index basically is an indicator of what’s 
in a file or a box, is it not? 

Ms. Wright. Yes, sir. 

Senator Shelby. That’s why we do an index. 

Ms. Wright. Yes, sir. And my disappointment was 

Senator SHELBY. My question earlier was whether there was an 
index. In other words, the boxes were indexed that was my under- 
standing. 

Ms. Wright. There are two kinds of indexes, one would be the 
contents of a box and one would be of all of the boxes. 

Senator Shelby. That’s right. 

Ms. Wright. The disappointment I had in the progress or lack 
thereof of indexing those boxes at that time was that just about ev- 
erything had my name on it as the identifier and it might have 
had, it then did have a box number, but not any clue as to content. 

Senator Shelby. OK. Go ahead, Mr. Chairman. 

The Chairman. I am going to let others explore the index ques- 
tion. I don’t know where we go from there. Obviously you felt a 
sense of frustration because all these boxes had your name on 
them, as opposed to having better classifications. Is that what 
you’re saying? 

Ms. Wright. Absolutely. 

The Chairman. So instead of it saying, “Campaign 1980 Guber- 
natorial Campaign 1982,” for example, it did not have that? Gov- 
ernor’s actions with respect to legislature? This year, that year, the 
following year? 

Ms. Wright. That’s correct, they did not. 

The Chairman. I have to tell you I don’t know how relevant this 
is or where we go from here. There’s a cocktail party someplace in 
Kansas City and some RTC official is overheard speaking to some- 
one regarding an RTC criminal referral in which the names of the 
Clintons come up in conjunction with this possible referral. That 
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conversation is then reported by someone who overhears these two 
people to someone in California. Do I have the sequence right? 

Ms. WRIGHT. I think that’s correct, yes, sir. 

The Chairman. Then that person in California reaches out to you 
to relay that situation. The fact that they heard this situation tak- 
ing place at a cocktail party in California. Is that correct? 

Ms. Wright. That’s correct. 

The Chairman. In Kansas City, excuse me. Let me ask again, 
you don’t know the person who called you to relay that information 
to you? 

Ms. Wright. No, sir, I don’t. 

The Chairman. Do you recall if that person identified himself or 
herself? ] 

Ms. Wright. I believe they did. I just don’t recall that it was an j 
anonymous call. j 

The Chairman. You know the reason and you then follow that 
up. You are sufficiently concerned so you contacted an attorney and \ 
fill in the story or the details of what was revealed to you. You 
thought that the story or the details of what was revealed to you 
was compelling enough. 

We all get crank calls once in a while. You did follow through r 
on this? You didn’t treat it as a crank, but as something that 
should be pursued. You called an attorney who handles criminal ^ 
matters by the name of Wilson in Little Rock, is that right? 

Ms. Wright. Yes, sir. 

The Chairman. Let me give you a certain comfort level. I’m not t 
suggesting that there was anything improper or unethical, et v 
cetera. You said, now look, this is what I heard. Is there anyway v 
to ascertain the truth or falsity of something like this going on in g 
which they might drag in Bill and Hillary. After all, they are your a 
principals. You are working for them, and that would be perfectly t j 
logical. C( 

He indicates to you that there is no way without interfering for 
you to do this properly without perhaps creating something that 
would be more than it is. Is that right? 

Ms. WRIGHT. He just told me that there wasn’t. I asked if there 
was a way to know that, and he said no, there wasn’t. I turned to 
him for information. 

The Chairman. All right. Now, I would think that if you were 
to pursue this to the point that you did, you would really know that 
person who called you. You would have had a name because you L 
would follow up with a call down to Little Rock to a respected coun- 
sel to ask if there is any way we can get a line on this. 

You may not have said it in exactly that fashion, but you would 
seek to get information to verify or to confirm. You would have 
done that on the basis of someone, and you just didn’t pick it up, 
and that person knew enough to call you. 

I dare say, I have been active in the body politic going back to 
the 1992 campaign. I must confess my ignorance. I wouldn’t have 
known enough to call you. Who do you reach? What Republican op- 
erative do you call? I don’t mean that in a pejorative sense. Do 
call a campaign manager or deputy campaign manager? That’s 
I think, remember this is an action that you then pursued. You put 
enough credence in this story. I believe that the conversation prob- 



2399 


ably did take place in Kansas City and somebody overheard it and 
called someone in California. 

What I am having trouble with is why you wouldn’t know who 
the person was that called you and identified an occasion with such 
specificity that you saw fit to follow through. That’s what leaves me 
a little bit puzzled. 

Ms. Wright. If I might respond, Senator, you of course wouldn’t 
have been inclined to call our campaign with a warning about some 
new rumors. 

The Chairman. That is fair. 

Ms. WRIGHT. Therefore, it wouldn’t have been of interest to you 
who to call. And I certainly would hope I wasn’t famous and in a 
lot of cases I was notorious but I certainly had a higher visibility 
in terms of newspaper stories, magazine stories, TV coverage than 
I had wished because of the damage control operation I had set up. 

But if I could attempt to give you some perspective, if it seems 
to you that I did a great deal of follow up on this tip and lead, I 
got dozens of these kinds of calls a day, dozens. I followed every 
one. I did a very good job for Bill Clinton in that campaign. And 
part of the reason is that I didn’t assume anything and I didn’t ig- 
nore anything, and fortunately most of the stuff came to naught. 

But for the rest of the stuff, because I followed it up, I was able 
to find what piece of lint was used to weave the whole cloth. This 
was a nothing issue. 

I think in the deposition I was asked when I first heard about 
the RTC referral. It is in retrospect that it is all clear to me now 
what is happening. At that time, I didn’t. I called to find out 
whether I could know more. I called to see if anybody knew of an 
S&L official in serious criminal scrutiny, and that was essentially 
all I did. I didn’t know anything else I could do. And I still had all 
these other dozens of calls coming in every day. I mean, I wish I 
could meet all those people. I really do. 

The Chairman. All right. 

Senator Shelby. Mr. Chairman. 

The Chairman. Senator Shelby, I understand. We are going to go 
back. We really do want to move it. I think we have been accom- 
plishing that. 

Yes, Senator. 

Senator Shelby. I have a couple of questions, if I could. 

The Chairman. Let me go to the other side, then we’ll come right 
to you. 

Senator Sarbanes. 

Senator Sarbanes. Ms. Wright, first of all, I think it’s clear the 
improper action was the RTC employee. Apparently she was talk- 
ing out of school, so to speak, and violating all the requirements 
of confidence at this cocktail party. But when you got the call, how 
soon after the cocktail party discussion was it? Did they tell you 
this was something that had just occurred? 

Ms. Wright. I seem to recall that it was within 3 or 4 days. 

Senator Sarbanes. You went to Mr. Wilson to find out if there 
was some way to find out whether this could be checked out in 
some public way, is that correct? 

Ms. Wright. Correct. 

Senator SARBANES. He told you that wasn’t the case? 
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Ms. Wright. That’s correct. 

Senator Sarbanes. Mr. Ben-Veniste. 

Mr. Ben-Veniste. There is no mystery about why you might 
have been identified as a person to be called by someone who had 
received that kind of information. As you indicated, you were a per- 
son whose name was well known in the press at that point. You 
were involved in the campaign and, indeed, played the role as, I 
believe every major campaign has now, somebody who does damage 
control. 

An allegation is made against a candidate in a Gubernatorial or 
Senatorial or Presidential race and there is a team of people who 
are working in the campaign who try to get the bottom of it, get 
the facts out and get it dealt with. You were performing that func- 
tion. It was a well known fact that you, Betsey Wright, were doing 
that; correct? 

Ms. Wright. That’s correct. 

Mr. Ben-Veniste. And once you had put in motion what you felt 
was an adequate way to try to check this out, you went onto the 
next project as the day for the election got closer and closer. Right? 

Ms. Wright. That is correct. 

Mr. Ben-Veniste. My sense, based on your testimony and from 
the other facts we have developed before this Committee, is that 
by the time this matter was prepared and sent over to the U.S. At- 
torney’s Office in Little Rock, it was fairly close to the election. So 
I imagine this occurred fairly hard by the election date. Is that con- 
sistent with your recollection? 

Ms. Wright. Yes, sir, it is. 

Senator Sarbanes. We yield back our time. 

The Chairman. Senator Shelby. 

Senator Shelby. Ms. Wright, you were talking about taking a 
piece of lint, I believe was your metaphor, and weaving it into the 
whole cloth. We are trying to get at the whole bolt of cloth our- 
selves. What’s troubling to me is why your name would be on the 
Whitewater files? In other words, who sent the Whitewater files to 
storage with your name on it? Did you do this? 

Ms. Wright. No, sir. 

Senator Shelby. You were the possessor, if we could use the 
phrase, of the files? In other words, it had your name all over the 
files, Betsey Wright. Is that right? Or did it have Clinton campaign 
written all over those boxes of files? In other words, how were they 
designated? You had 2,000 boxes. What did they say on the boxes? 
They weren’t blank, were they? 

Ms. Wright. No. I think that one might have been. 

Senator Shelby. There were 2,000 boxes? 

Ms. Wright. There were numbers. 

Senator Shelby. You had a number for the boxes, OK. 

Ms. Wright. Yes, sir. 

Senator Shelby. If you had a number, then you have to have an 
index to tie to the number, would you not, a topical index? White- 
water, Madison, political consultants’ names, you know, and so 
forth. In other words, just having box 1, 2, 3, 4, through 1,000 
wouldn’t mean anything to you unless you had some inkling of 
what might be in the box that you were looking for? 
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Ms. WRIGHT. That is correct, sir. You understand what my frus- 
tration was. 

Senator Shelby. Sure. 

Ms. Wright. Because they would say Betsey Wright 13, Betsey 
Wright 27. So I had to go through quickly a whole bunch of file 
boxes to see if 

Senator Shelby. Did you go through 2,000 boxes? 

Ms. Wright. No, sir. Because among those were some that I had 
had in storage of the Governor’s papers. 

Senator Shelby. You knew what those boxes were? 

Ms. Wright. And they were better indexed. So I was able to 
eliminate them, once I could see them. Betsey Wright 47 happened 
to have been have the mark from this other index I had from the 
Governor’s office, so I wouldn’t have to go through it. 

Senator Shelby. How did you find the boxes that had the White- 
water files without an index? You were looking for the Whitewater 
files? 

Ms. Wright. No, sir. I was looking for finance records. 

Senator Shelby. Finance records. What type of finance records? 

Ms. Wright. The political finance records of the Clinton years. 

Senator Shelby. That was the reason you went to Little Rock? 

Ms. Wright. That’s correct, sir. 

Senator Shelby. You didn’t go to Little Rock to look for the 
Whitewater files? 

Ms. Wright. No, sir. 

Senator SHELBY. Why did they associate, whoever they is, put 
Betsey Wright’s name on all these files? Why would they — you can 
identify they better for the Committee than I could — why would 
they put Betsey Wright’s name on the Whitewater files that were 
in storage? 

Ms. Wright. I don’t know, sir. 

Senator SHELBY. Who is responsible for this? 

Ms. Wright. I don’t know. 

Senator Shelby. You don’t have any idea who was the keeper of 
these files? 

Ms. Wright. No, sir. I wasn’t a part of closing down the cam- 
paign headquarters and how they collected up all the boxes into 
storage, I don’t know that. 

Senator Shelby. Could that have been Mr. Hubbell? 

Ms. Wright. No, sir, I don’t think Mr. Hubbell would do that 
kind of work. 

Senator Shelby. He didn’t have anything to do with organizing 
the files and so forth? 

Ms. Wright. My point is they weren’t organized. * 

Senator Shelby. Somebody organized something and put the 
Whitewater files in these boxes. Who, that’s what we are trying to 
get? 

Ms. Wright. I don’t know, I wasn’t responsible for that. 

Senator Shelby. You have no judgment on who would put the 
Whitewater files in a box that you later came upon in storage? 

Ms. Wright. No, sir. 

Senator Shelby. Would it have been someone with the Clinton 
Gubernatorial Campaign? Would it have been someone in the Pres- 
idential Campaign? 
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Ms. Wright. It had to have been Presidential because I had all 
the stuff in the Presidential Campaign. Senator Shelby, it is pos- 
sible that that box was among papers that had been brought to the 
campaign headquarters prior to my arrival when there were some 
Whitewater documents there. And it had just become stored with 
all of my other boxes that I added to, to stuff. But by and large, 
Whitewater documents were not at the campaign during the time 
I was. So I assume it was a leftover from that that had gone astray 
and it could have been stored in the same secure rooms that I had 
fixed for all of the 2,000 boxes. So it could have been, that's why 
my name was on it. 

If it was about Arkansas, I became, for a lot of people who were 
not from Arkansas, Arkansas? Betsey Wright's in charge of that. It 
didn’t quite go to my head. 

Senator Shelby. Was this designation with your name on it the 
files Betsey Wright, was that typed or was it written out? 

Ms. Wright. There was nothing as neat and orderly as typing 
these things. 

Senator SHELBY. No, let me go back again. Let me ask you the 
question. You had a box that said Betsey Wright on it, and it had 
a number on it. As you have indicated, a number on the box, say 
number 82, did it have on top of the box on the outside Betsey 
Wright? In other words, it had your name on it, did it not? It's 
what you have indicated here. If so, if it had your name on it, was 
it on a label or something that was typed, printed, or written? 

Ms. Wright. There was no consistency and there was no typed 
label and it probably was a magic marker on the side of the box 
and it didn't have my whole name, it had B.W. 

Senator Shelby. B.W.? 

Ms. Wright. Yes, sir. 

Senator Shelby. Did you recognize the handwriting? 

Ms. Wright. No, sir. 

Senator Shelby. Were most of the boxes done by the same hand, 
or do you know? 

Ms. Wright. I don’t know. 

Senator Shelby. Thank you. 

The Chairman. Mr. Chertoff, we are down to about 5 minutes on 
a vote that is taking place right now. I'm going to suggest that we 
take a break, go down and vote. At the conclusion of the vote, we'll 
try and come right back. We’ll take a 10 minute break and maybe 
another 5 minutes to get back. 

[Recess.] 

The Chairman. Mr. Ben-Veniste has several questions. Then we 
will come back to Mr. Chertoff. 

Mr. Ben-Veniste. Actually, only a couple of questions on this 
issue of the records that were located and what you did with them. 
As I understand it, you had expected that someone would catalogue 
these records or index them. It was not your function to perform 
this task at the end of the campaign. 

When you got down to the warehouse in which they were stored, 
you found that, disappointingly, the cataloguing simply had your 
name on a large number of boxes without any further descriptive 
material, and that wasn’t particularly helpful? 

Ms. Wright. Right. 
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Mr. Ben-Veniste. When you found the documents that contained 
financial records that you have described were associated with 
Whitewater, that investment, you advised Mr. Lindsey that you in- 
tended to turn them over to David Kendall who was then rep- 
resenting the President in his personal capacity, correct? 

Ms. Wright. That’s correct. 

Mr. Ben-Veniste. Mr. Lindsey didn’t tell you to do something 
else, I take it? Mr. Lindsey listened to your proposal and did not 
disagree with it? 

Ms. Wright. That’s correct. 

Mr. BEN-VENISTE. You indicated that you had intended to give 
the records to Mr. Kendall while he was to visit Arkansas? 

Ms. Wright. Yes, sir. 

Mr. Ben-Veniste. Apparently that did not happen? 

Ms. Wright. That’s correct. 

Mr. Ben-Veniste. Why didn’t you turn those records over at that 
time, do you recall? 

Ms. WRIGHT. He didn’t want to accept them from me there, and 
told me just to take them back to DC. 

Mr. Ben-Veniste. So then they were transported by you to 
Washington, DC. It was a finite, if I understand it, small number 
of documents? 

Ms. Wright. Yes, sir. 

Mr. Ben-Veniste. They fit in a small box. You brought them to 
Washington, and upon your arrival, you advised Mr. Kendall that 
they were available, and he sent a messenger over to receive them 
from you? 

Ms. Wright. That’s correct. 

Mr. Ben-Veniste. There was never any question about whether 
he would receive them or about what the contents were or any such 
questions from Mr. Kendall I take it? 

Ms. Wright. No, sir. 

Mr. Ben-Veniste. You said you wanted to give him the records 
and he was there to accept them. The logistics of that you worked 
out when you got back to Washington? 

Ms. Wright. That’s correct. 

Mr. Ben-Veniste. I have nothing further. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Ms. Wright, I just want to make sure I have an 
understanding of the sequence of events involving your handling of 
the issue of Whitewater/Madison as it erupted from time to time. 
You came into the campaign in 1992, and you said one of your re- 
e sponsibilities was to deal with the character issue, right? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. I take it, when you came in, you prepared your- 
self by looking at what had been written, what was out there in 
the media as to various character questions that had been raised. 
Is that right? 

Ms. Wright. For years. 

4 Mr. Chertoff. So you certainly had to be aware of the really vo- 
ur luminous amount of attention paid by The New York Times and 
ve The Washington Post and other national papers to the issues of 
Whitewater, Madison, McDougal, and the work of the Rose Law 
Firm in the spring of 1992, right? 
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Ms. Wright. Absolutely. 

Mr. Chertoff. You certainly were aware, as of the time you 
came in, that the issue of McDougal, Madison, Whitewater, and the 
Rose Law Firm was on the front burner on the character issue, is 
that right? 

Ms. Wright. I don’t know on the character issue it was on a 
mini-burner at that point, awaiting a forensic accounting report. 

Mr. Chertoff. It’s against that background that you then get 
word in the fall of 1992, about a possible criminal referral from the 
RTC involving a savings and loan, someone who was a savings and 
loan operator in Arkansas, right? You got that news? 

Ms. Wright. It’s not in that background, sir. In the campaign, 
the distance between March and September or October is enor- 
mous, several life times. 

Mr. Chertoff. So your testimony to us is that, notwithstanding 
the tremendous amount of attention paid to this story by the na- 
tional media in the spring of 1992, including The New York Times, 
The Washington Post, and the L.A. Times, that when you got word 
in September-October of 1992, that there’s some story or rumor 
about a potential referral involving a savings and loan operator in 
Arkansas, you don’t make the connection between McDougal and 
that referral. That’s your testimony? 

Ms. Wright. That’s correct. s 

Mr. Chertoff. You then sit down with Mrs. Clinton. If the 
record is clear, Mrs. Clinton certainly had conversations during the 
spring with people like Mr. Hubbell and Mr. Foster about the Rose 
Law Firm and its representation of Madison and Whitewater and 
McDougal. She can’t figure out that there’s any connection or any 
potential connection between this referral and McDougal, right? 

Ms. Wright. Mr. Chertoff, I didn’t sit down with her. It was a 
passing conversation on the phone or something. 

Mr. Chertoff. While in the passing conversation on the phone, 
she didn’t even say to you, maybe it’s McDougal, but you know that 
he was acquitted so do you think it’s McDougal or not. McDougal’s 
name never came up in the conversation between you and Mrs. 
Clinton? 

Ms. Wright. The way I absorbed the information it sounded like 
some new thing, and as I told you, I no longer even thought of Mr. I 
McDougal as a savings and loan official. 

Mr. Chertoff. Mrs. Clinton didn’t think about it either, at least ; 
in her conversations with you, is that your testimony? 

Ms. Wright. Clearly, Mr. Chertoff, Mrs. Clinton only heard what 
I articulated and I don’t recall the words, but I know that to me 
it was like there was something new. 

Mr. Chertoff. Your character files, did they contain material 
from the Rose Law Firm? 

Ms. Wright. Character files? 

Mr. Chertoff. The files you had that dealt with the character 
issue, the Arkansas record. Your set of files that you maintained 
as Deputy Campaign Manager in 1992? Did they contain informa- 
tion from the Rose Law Firm? 

Ms. Wright. On various questions that I had to prepare answers 
for, I would obtain information from the Rose Law Firm and it was 
in the files in my office. I think before the last time break, you had 
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made reference to files from the Rose Law Firm coming for cam- 
paign use. That never occurred during the time that I was there. 

Mr. CHERTOFF. The information you received from the firm you 
got from either Hubbell or Foster, right? 

Ms. Wright. Or if it was on a business matter, I think there 
were a couple of items I called Ms. Huber on for information or 
maybe Hillary's secretary. 

Mr. Chertoff. Speaking of Ms. Huber, did you at any time dur- 
ing the campaign see or become aware of the existence of Rose Law 
Firm billing records? 

Ms. Wright. I did not, sir. 

Mr. Chertoff. When you finished with the campaign 

Senator Sarbanes. Are those the Rose Law Firm billing records? 

Mr. CHERTOFF. For the record, these are the records discovered 
or at least turned over to us. These are copies of the records that 
were turned over in January of this year. 

Senator Sarbanes. They seem to be about the same size they 
were before. 

Mr. Chertoff. Pretty recognizable. 

Mr. COHEN. So the record’s clear and so that we are clear, those 
are the documents the witness was shown? 

Mr. Chertoff. Yes, these are the documents the witness was 
shown in the deposition. 

Senator Sarbanes. I think she said earlier that this was the first 
time she had ever seen them. 

Mr. Chertoff. I think that’s right. I just want to be real clear 
about that. After the campaign was over, after the election, you 
took your set of files and gave them to Mr. Hubbell. Is that correct? 

Ms. Wright. My set of files? 

Mr. Chertoff. The files you had? 

Ms. Wright. They were selected files. The campaign viewed the 
2,000 boxes as my files. 

Mr. Chertoff. I want to know what you viewed as your files? 

Ms. Wright. Two thousand boxes. 

Mr. Chertoff. The files you maintained that you were person- 
ally involved in maintaining involving questions about the Arkan- 
sas record and character? 

Ms. WRIGHT. No, sir. The boxes that I took from the campaign 
were selected files. I didn’t take all of my files. That’s 2,000 boxes. 
I took selected files on issues that were of personal nature that I 
didn’t think belonged mixed up in some warehouse, that I thought 
the Clintons should have the prerogative to deal with, things that 
I thought the White House would need to comment on in the fu- 
ture. Now what was your question? 

Mr. Chertoff. You gave those files to Hubbell? 

Ms. Wright. I did. 

Mr. CHERTOFF. Everything except the one file you kept? 

Ms. Wright. That’s correct. 

Mr. Chertoff. The file you kept had to do with a case that you 
were involved in personally? 

Ms. Wright. That’s correct. 

Mr. Chertoff. It did not have to do with the Rose Law Firm? 

Ms. Wright. That’s correct. 
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Mr. Chertoff. The next time you dealt with files that were con- 
nected with the campaign or with Whitewater was on this trip 
down to Little Rock in 1994, right? 

Ms. Wright. No, sir. I believe that my files were moved from Mr. 
Hubbell to Mr. Kendall before I went to Little Rock, and I had been 
over to Mr. Kendall’s office then. 

Mr. Chertoff. So Kendall asked you to come over in the fall of 
1993 to look at the files in his office? 

Ms. Wright. He didn’t necessarily ask me to come look at them, 
but a lot of the things I kept getting questions about were in those 
files, so I would go look them up. And at one point, I pulled White- 
water-related things, questions and answers that we had compiled 
and stuff, for him. 

Mr. Chertoff. So then these files you continued to work with in 
1993 but as of the time they were in Kendall’s possession, you used 
them in Kendall’s office, is that right? 

Ms. Wright. That’s correct. 

Mr. Chertoff. Did you contact Bruce Lindsey about these issues 
during the fall of 1993? Did you call him up to discuss some of the 
issues contained in these files? Was he the person in the White 
House with whom you dealt on this issue in the fall of 1993? 

Ms. Wright. On which issue? 

Mr. CHERTOFF. Anything to do with the files you were looking at? 

Ms. Wright. Oh no, sir. The files were much broader than that. 
But I did, you know, Bruce was, I think he had at that time re- 
sponsibility for some of the damage control issues in the White 
House, so I might have had a number of conversations with him. 

Mr. Chertoff. You didn’t indicate to him that you were going 
to go down to Little Rock in 1994, to look at records, campaign 
records in a storage facility? 

Ms. Wright. I told Bruce Lindsey I was going to go get campaign 
records, that I was tired of not having them here. 

Mr. Chertoff. You told him you were going to go down in order 
to get the records and bring them back? 

Ms. Wright. That’s correct. 

Mr. Chertoff. You also indicated you had a conversation — actu- 
ally, before I get to that, you made reference to an index of some 
value, whether it was good or bad, at the storage facility. Whatever 
happened to that index? 

Ms. Wright. I don’t know who keeps the index. Whoever the cus- 
todian of all of those records is. 

Mr. Chertoff. You didn’t take it with you? 

Ms. Wright. No, sir. 

Mr. Chertoff. You also said you had a conversation with Mr. 
Clinton about David Hale at some point in 1993? 

Ms. Wright. I don’t remember the date but, yes. 

Mr. CHERTOFF. Do you remember the year? 

Ms. WRIGHT. No, sir, I don’t. But I did have a conversation with 
Mr. Clinton as the information that he was making some kind of 
allegations about the President were surfacing. 

Mr. Chertoff. Was it just you and Mr. Clinton on the phone or 
was there someone else? 

Ms. Wright. I think Hillary was in on that conversation. 
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Mr. CHERTOFF. Mr. and Mrs. Clinton were on the phone. How 
did that call come about? Did they reach out for you? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. How long was the call? 

Ms. Wright. Half hour or so. 

Mr. Chertoff. A half hour, maybe 40 minutes? 

Ms. Wright. Thirty, 40 minutes. 

Mr. Chertoff. The discussion was about Mr. Clinton asking you 
what you knew about Mr. Hale? 

Ms. Wright. No. The discussion was about trying to figure out 
what he was talking about in the allegations about a loan. 

Mr. Chertoff. As I recall, the allegations, as they were reported 
in the papers at the time, were pretty straightforward. He alleged 
that he had three meetings with the President, that they had been 
in connection with the President urging him 

Senator SARBANES. Are you kidding? Three meetings? 

Mr. Chertoff. He had three encounters with the President? 

Ms. Wright. None of that was public yet, sir. 

Mr. Chertoff. What were the allegations that you were dealing 
with? Wait a second. Let me withdraw the question. 

Are you saying that at the time you had the conversation with 
the President and Mrs. Clinton about Mr. Hale’s allegations, they 
had not yet become public? 

Ms. Wright. No. All of that kind of stuff had not become public. 

Mr. Chertoff. When you say all of that kind of stuff, you mean 
the detail of the numbers? 

Ms. Wright. We didn’t have information as to exactly what he 
was alleging, how many times he said he talked to Bill Clinton. It 
had something to do with pressure on a loan and we were trying 
to figure out what he was talking about. 

Mr. Chertoff. You couldn’t figure out what the loan was or 
what he was talking about. It that your recollection? 

Ms. Wright. That’s correct, Mr. Chertoff, because he made it up. 

Mr. Chertoff. I want to figure out what occupied 30 to 40 min- 
utes in this telephone call. If, as you recall it, what happened was 
that 

The CHAIRMAN. Wait a minute. Let’s do this again. Would you at- 
tempt to reconstruct the telephone conversation you had with the 
President and Mrs. Clinton, Ms. Wright? They reached out to you? 

Ms. Wright. Yes, sir. 

The Chairman. Is that correct? 

Ms. Wright. Yes, sir. 

The Chairman. I’m just trying to get 

Ms. Wright. I understand. No, I received a call from them. 

The Chairman. Where were you at the time? 

Ms. Wright. I was at my house and I believe they were at Camp 
David, so I believe it was on a weekend. 

The Chairman. Did anyone tell you that they were going to call 
or did they just reach out to you over the weekend? 

Ms. Wright. No. When I picked up the phone was the first time. 

The Chairman. In other words, no assistant or aide said, Betsey, 
would you stay around because the President wants to call. He and 
Mrs. Clinton are very busy, and you are coming and going. 
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So to the best of your recollection, there was no scheduled call. 
It was a weekend? You think they were at Camp David. The phone 
rings. Go ahead, you tell us what happened. 

Ms. Wright. I remember going through on that trying to do a 
laundry list, checkoff list of government programs that we had that 
would have ever encouraged or involved an SBA-related loan or 
private sector projects that we were encouraging. I walked through 
a notion of who on staff might have ever worked with Mr. Hale be- 
cause it seemed like this would probably have something to do with 
economic development. I mean, we came up short with nothing. 

During the course of the conversation, the entire conversation 
wasn't on this, you know. I always want an update on Chelsea and 
an update on various things, so part of it was about, it was a visit. 

The Chairman. You are saying to us that you went through a 
compilation of possible areas where the SBA and Mr. Hale may 
have come into contact with the administration directly or indi- 
rectly or even in the private sector where there might be some kind 
of 

Ms. Wright. Where they might have sought a partnership with 
him or something. 

The Chairman. Some kind of relationship in which he could 
make some allegations. 

Mr. CHERTOFF. Now in this conversation, as you are trying to ru- 
minate about what this might be related to, did anybody come up 
with McDougal and say, geez, I wonder if this guy had any connec- 
tion with McDougal? 

Ms. Wright. No, sir. 

Mr. CHERTOFF. The light didn't go on with respect to McDougal 
in this conversation either? 

Ms. Wright. No, sir. There's no reason that it would have. 

The Chairman. The red light has just come on now. In fairness 
to our colleagues, I want to know because they have been yielding 
back time so we can continue to move it, if at this time they would 
like to undertake any examination. 

Senator Sarbanes. I think we will take a few minutes. Hopefully 
we won’t use the whole time. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. There was no obvious connection between Mr. 
McDougal and Mr. Hale in your mind viz-a-viz President Clinton 
or then-Governor Clinton? 

Ms. Wright. Not at all. 

Mr. Ben-Veniste. You were trying to think whether Mr. Hale 
had some project or some kind of dealings with the State of Arkan- 
sas and something that would have required some official action in 
some way or another? 

Ms. Wright. We were just trying to think of any program that 
we might have sought to involve him in or that he might have ap- 
proached to be involved in. We couldn’t think, I mean we really 
didn’t ever deal with him. 

I have to say that if Mr. Chertoff remembers that in some early 
stage in some early report there was an indication by Mr. Hale 
that he had three meetings, Mr. Chertoff has got a recollection that 
differs from mine. Mr. Hale has told a whole bunch of different sto- 
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ries to different people at different times. And I think there’s a 
pretty clear record of how unclear those allegations have been as 
time has gone by, and as the motivation may have waxed or waned 
for Mr. Hale to embellish. But that is a matter which presumably 
we’ll take up when we see Mr. Hale here. 

Mr. Ben-Veniste. In terms of your direct knowledge of Mr. Hale, 
you had no reason to believe, did you, that Mr. Hale had any busi- 
ness with Mr. Clinton? 

Ms. WRIGHT. No. I was certain that he didn’t have any personal 
business with Mr. Clinton. 

Mr. Ben-Veniste. Did you have any reason to believe that Mr. 
Clinton, in any way, shape or forum, encouraged, coerced, cajoled, 
or otherwise asked Mr. Hale to do anything? 

Ms. Wright. No, sir. It never occurred to me then, and I don’t 
believe it now. 

Mr. Ben-Veniste. Thank you. 

Senator Sarbanes. All right. We yield back our time. 

Mr. Chertoff. Other than this discussion with the President 
and First Lady about David Hale, did you talk about David Hale 
with Bruce Lindsey? 

Ms. Wright. It’s very likely that I did. I don’t recall a specific 
conversation. Mr. Chertoff, after his allegations became more pub- 
lic, I hardly passed a stranger on the street without cursing about 
what a sleaze bag, exaggerating windbag David Hale was. So I 
doubt that anybody who crossed my path, my phone lines, or any- 
thing else was spared a diatribe from me about him. 

Mr. Chertoff. So you became very active in beating the drum 
of this issue? 

Ms. Wright. No, sir, I didn’t. I couldn’t believe that a man who 
had so little credibility with us and in the State of Arkansas some- 
one we never dealt with, that basically most of us tried to stay 
away from because he was kind of sleazy, would suddenly have na- 
tional credibility. And I didn’t understand it. Because I don’t think 
that people from New York and other places are more gullible than 
people from Arkansas, but something happened. 

Mr. CHERTOFF. Now let me turn to another individual whose 
name I think from time to time came up in your experience and 
for whom you may have beaten the drum. That is Daniel Lasater. 
Are you familiar with Mr. Lasater? 

Ms. Wright. I am, sir. 

Mr. CHERTOFF. Mr. Lasater operated an investment company in 
Arkansas in the 1980’s called Lasater & Company? 

Ms. Wright. That’s correct. 

Mr. Chertoff. He did business with the State of Arkansas? 

Ms. Wright. That’s correct. 

Mr. Chertoff. Was he a social friend of the Governor’s? 

Ms. Wright. No, sir. 

Mr. Chertoff. No? 

Ms. Wright. No, sir. 

Mr. Chertoff. Did he give contributions to the Governor? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. Did he hold a fundraiser for the Governor? 

Ms. Wright. I believe he did, yes, sir. 

Mr. Chertoff. Did he employ the Governor’s brother? 
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Ms. WRIGHT. At one point he did. I think that might have been 
before I came to Arkansas. I don’t remember the year. 

Mr. Chertoff. Do you know, or did you learn whether he em- 
ployed the Governor’s brother at the Governor’s request? 

Ms. Wright. That’s, I have always heard that he did. I wouldn’t 
be surprised. 

Mr. Chertoff. Just to be clear, you always heard that Daniel 
Lasater employed Governor Clinton’s brother at the request of Gov- 
ernor Clinton? 

Ms. Wright. I appreciate your asking for that clarification. In 
the recent years, swirling about Mr. Lasater, meaning in the 1992 
campaign when he started coming back up again in news stories, 
that’s when I recall for sure that Bill Clinton asked Dan Lasater 
if he might have a job for Roger. I don’t know that for a fact. But 
I would be impressed if Mr. Clinton did that for Roger. 

Mr. Chertoff. But you do know for a fact 

Ms. Wright. Roger had worked for a brief period of time for Mr. 
Lasater. I think it didn’t work out or something. 

Mr. Chertoff. I was interested in the statement you made in 
connection with your observations about Mr. Hale. That you want- 
ed to steer away from sleazy people in Arkansas. Was that again 
in your function as being a gatekeeper for the Governor? Was that 
one of your roles to kind of protect the Governor from sleazy people 
who might want to get close to him? 

Ms. Wright. It wasn’t an official role. I guess it’s a mission in 
my life to ostracize sleaze bags. 

Mr. Chertoff. In terms of the fundraiser that Mr. Lasater held 
in October 1984, was about $50,000 raised? 

Ms. Wright. I don’t remember, Mr. Chertoff. 

Mr. Chertoff. Were you involved in that fundraiser? 

Ms. Wright. Other than in getting the money spent, no, sir, de- 
posited, banked, recorded, reported, and spent, no, sir. 

Mr. Chertoff. So you were the Campaign Manager for the 1984 
campaign, right? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. You do remember Mr. Lasater holding a fund- 
raiser on October 5th? 

Ms. Wright. I don’t remember the date, but I do remember that 
he held a fundraiser. 

Mr. Chertoff. In the latter part of 1984, before the election? 

Ms. Wright. Sounds right. 

Mr. Chertoff. In early January of the next year, the Governor 
and the State police were discussing the possibility of a new com- 
munications system for the State Police. Is that correct? 

Ms. Wright. I am trying to pin the dates down. The discussion 
about the communications for the State Police happened simulta- 
neously with the murder of one of our troopers in a blind area of 
the State where we just simply had no communications ability. 

Mr. Chertoff. Those conversations progressed into 1985, right? 

Ms. Wright. They progressed until we got it underway, yes. 

Mr. Chertoff. Would it help you to put a timeframe on this if 
I told you it was in April 1985, that the legislation was signed to 
authorize going forward with the system and funding it through 
the issue of State bonds? Does that help? Does that ring a bell? 
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Ms. Wright. I mean, I know we passed legislation to that effect, 
yes. 

Mr. Chertoff. I want to make sure we all understand the proc- 
ess. First you had the legislation, the laws that authorized the sys- 
tem in issuing the bonds. Then there was a process of deciding 
which investment company would be hired to sell the bonds. 

The Chairman. Can I ask for a point of clarification? There came 
a point in time when the legislature passed legislation authorizing 
this project and the sale of the bonds. Is that correct? 

Mr. Chertoff. Yes. 

The Chairman. I’m asking you. 

Mr. Chertoff. Yes, in April 1985. 

The Chairman. When did that legislation pass in April 1985? 

Mr. Chertoff. 1985. 

The Chairman. The Governor signed it in April 1985? 

Mr. Chertoff. Yes. 

The Chairman. Now, we have established the point. It is not fair 
to have the witness try to recall that, that in April 1985, legislation 
did pass in the State of Arkansas which authorized this project to 
go forward. 

Mr. CHERTOFF. In May 1985, and I am giving you the date but 
I want to ask your recollection. The next stage in the process was 
to award the contract to the investment company that would be 
selling the bonds, right? 

Ms. Wright. It wasn't from my process. You didn't get the first 
step. You're doing steps. I'll go back and fill in the steps. 

Mr. Chertoff. Just so we understand chronologically, it begins 
by passing the law that says we are going to have the communica- 
tions system and we are going to issue bonds so that we can pay 
for the communications system. Then the next step is you have to 
pick the company that's going to sell the bonds. Now whose respon- 
sibility in the structure of government in Arkansas was it to make 
a decision about the selection of the investment company that 
would sell the bonds? 

Ms. Wright. OK, I want to go back and insert some omissions 
from your statement and then answer your question. 

The first step when we committed to having a State Police Com- 
munications System is that we did a very exhaustive study with 
the Governor's office, the State Police, and the Department of Fi- 
nance and Administration, seeking information about the type of 
system we would need to cover all the blind areas, and an exhaus- 
tive study of the various methods of financing it. After that, we de- 
termined what kind of system we would have to have to cover all 
the blind areas and how much it would cost. And that we would 
seek legislation. 

We had to make a lot of choices and decisions about the form of 
this legislation since it was going to be funds, and this was our 
major economic development session where we had a lot of initia- 
tives there. And then once it was signed, it went to the State Po- 
lice. It was the State Police Commission's responsibility to select 
the financial investment company that would issue the bonds. 

Prior to the awarding of the contract, I put together, because the 
State Police Commission didn't issue bonds, this is not what they 
did, it wasn't something that they were accustomed to doing, and 
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I put together a team to work on advising them about setting up 
the request for proposals from investment bank firms. 

So we got the State Purchasing Director in on it, maybe someone 
else from the Department of Finance and Administration. I brought 
in a couple of lawyers who were aware of this to keep the Director 
and the Commission briefed on procedures. After that, they issued 
their request for proposals. And after that, proposals were pre- 
sented to them. 

Then the Commission selected a firm. Then there was a process 
of anything dealing with telecommunications to go back through a 
legislative, semi-legislative committee, a telecommunications study 
committee that would then sign off on it. 

Mr. Chertoff. Briefly then, and you have exhibited a very good 
memory for this. 

Ms. Wright. I remember it well. It was very important to me 
and I was very involved in it. 

Mr. Chertoff. That will be helpful. So the process is basically 
that the legislation is passed, it authorizes the system and the way 
to fund the system. Then there’s a process of sending out requests 
for bid for the companies that want to sell, and then the State Po- 
lice Commission was supposed to make the selection of the com- 
pany that would be picked to sell the bonds, and then it would be 
approved subsequently through the legislative language. Is that 
generally speaking accurate? 

Ms. Wright. The word “approved” I am not certain is accurate. 
I am not certain that the legislative committee had an approval au- 
thority. I think it was advisory authority, sign off authority. 

Mr. Chertoff. Was the Governor’s office supposed to be involved 
in the process of deciding which of the investment companies would 
be picked by the State Police Commission? 

Ms. Wright. We not only were not supposed to be, we refused 
to be, and we were not. 

Mr. Chertoff. So your position was— and it makes sense — that 
the Governor’s office, while it’s perfectly appropriate to be involved 
in deciding the policy question of the system and how to fund the 
system, it should be hands off in terms of putting a thumb on the 
scales for the selection of the particular bond firm, right? 

Ms. WRIGHT. Absolutely. I was involved in the procedures that 
they would follow, but we were not involved in the selection of the 
firm. 

Mr. Chertoff. Did you, in fact, have some kind of mechanism 
to screen out any relationship between the Governor’s office and 
the selection process for the investment firm to kind of keep a wall 
so that there would be no potential for even any unintentional in- 
fluence of the selection process by the Governor’s office? Was that 
part of the way you operated in Arkansas in 1985? 

Ms. Wright. Well, I mean, we would put the wall down. I don’t 
want kind of, I mean, there was no gag order not to speak to any- 
body who was involved in the process. There was a refusal to be 
involved in the process. 

Mr. Chertoff. Ultimately, of course, you know Lasater & Com- 
pany got the contract, right? 

Ms. Wright. The team that they were on. 
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Mr. Chertoff. They were part of a group. In fact, am I right 
that in January 1985, before the original legislation was passed, 
Mr. Lasater and Governor Clinton had contact in general on the 
issue of Lasater’s desire to do more bond work for the State of Ar- 
kansas? 

Ms. Wright. I believe that I know that from documents that 
your staff showed to me. And again I’m not positive of the date. I 
will accept your word for that. But may I point out, Mr. Chertoff, 
that January was the beginning of our economic development ini- 
tiatives. One of those initiatives was the creation of a very creative 
agency called the Arkansas Development Finance Authority. This 
was of great interest to all investment bank companies and nearly 
all of them came to talk to us. 

Mr. Chertoff. In fact, Mr. Clinton had a meeting with Mr. 
Lasater and others in his group in January at the Legacy Hotel? 

Ms. Wright. They had a meeting, as I recall, with the legisla- 
tures. And as they were talking, the kinds of things that can aug- 
ment from the private sector and augment the kind of economic de- 
velopment initiatives that were being talked about. The Governor 
went, for a period of time, to that meeting that they were hosting 
for legislators. 

Mr. Chertoff. Did that meeting include a discussion of the Po- 
lice Communications System? 

Ms. Wright. I don’t recall that. Is that on any of our informa- 
tion? I think it was far more related to the development finance au- 
thority vehicle. 

Mr. Chertoff. I can show you DKSN 27487 which is the presen- 
tation to the State of Arkansas regarding financing structures and 
investment banking services. It has, in its table of contents, and in 
Section 5, a discussion of Police Communication System financing. 
It was presented by E.F. Hutton and Lasater & Company. See if 
that refreshes your memory that the Police Communications Sys- 
tem was on the agenda. 

Mr. Cohen. What page again? 

Mr. Chertoff. It’s 27487, the particular section is 27531. 

Mr. Cohen. Thank you. 

The Chairman. The first page after the index, I believe. Do you 
have it there? 

Mr. Chertoff. Does that refresh your memory? 

The Chairman. Let’s let her take a look at this first. 

Ms. Wright. Mr. Chertoff, there’s no reason that this document 
by these companies would refresh my memory. This was not a 
State operation, even though they loosely used the State seal, a 
thing which irritates me and is a pet peeve. 

It was well known that we were looking at methods of financing 
a State Police Communications System. These companies were not 
the only ones who proposed financing them by bonds. In fact, Mr. 
Chertoff, it seems to me that at one point we may have considered 
that legislation because it was talking about bond financing as part 
of the legislation, but then later split them apart. 

Mr. Chertoff. My time is up so this is a good time to pause. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. As I look at the table of contents — do you 
have this in front of you, Ms. Wright? 
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Ms. Wright. Yes. 

Senator Sarbanes. As I look at the table of contents, there were, 
in fact, nine sections and three appendices. So a lot of different 
items were covered other than this police communication financing. 
Is that correct? 

Ms. Wright. That's correct. 

Senator Sarbanes. At least that's what I make. I mean, all we 
have here, and what's been put before you is a table of contents, 
and apparently just the few pages that pertain to Section 5 of the 
police communication financing. But all the other pages, I’m trying 
to see if we have them — the full documents are not present. So this 
was, I take it, a small part of a much larger document. At least 
that’s the inference I draw. Does that sound reasonable? 

Ms. WRIGHT. It does, sir, and it is really indicative about how 
much attention we had succeeded in getting focused on new financ- 
ing structures for the economic future of the State. And many of 
the private investment bankers had stuff like this going on where 
they were trying to make suggestions. 

Senator Sarbanes. But apparently their presentation covered 
housing financing, correctional facilities financing, patrol car fi- 
nancing, health care financing, State assistance for water and 
sewer financing, along with I guess a description of the Hutton 
group and the marketing and distribution strength of the Hutton 
group and so forth and so on. 

I yield to Mr. Ben-Veniste, ah, Mr. Cole. 

Mr. Cole. Good afternoon, Ms. Wright. 

You had begun to describe the process by which these bonds ulti- 
mately came to be issued, and you described the legislation that 
was enacted, as I understand it, in order to authorize the issuance 
of bonds. Then, I believe, Mr. Chertoff asked you some other ques- 
tions. Could you pick through there and walk through the process 
for the benefit of the Committee as to how these bonds ultimately 
came to be issued, and how the underwriters were selected? 

Ms. Wright. The State Police Commission went through a proc- 
ess of preparing a request for proposals. They issued that, I forget 
exactly how all they did it, but they narrowed it down. They had 
presentations and proposals and the State Police Commission made 
the selection of the investment banking group. 

Mr. Cole. So there was a general solicitation of requests for pro- 
posals, I think they are called RFP's, generally in the business, and 
any securities firm that wanted to participate was free to submit 
a proposal to the State Police Commission? 

Ms. Wright. Yes. Quite a few did. 

Mr. Cole. Then the selection process was one that was under- 
taken by the State Police Commission, separate and apart from the 
Governor's office? 

Ms. Wright. Totally. 

Mr. Cole. Did the Governor's office play any role in that process? 

Ms. Wright. No, sir. 

Mr. Cole. Now, in terms of the underwriters that were actually 
selected for this particular offering, do you recall the names of the 
firms that were a part of the team that included Lasater & Com- 
pany? 
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Ms. Wright. Hutton, Lasater and Raney, I remember, because of 
all the contemporaneous discussion about it, the current discussion 
about it. 

Mr. Cole. And E.F. Hutton was a national securities firm at that 
time that would have been the lead underwriter on this offering? 

Ms. Wright. That’s correct. E.F. Hutton was, as the lead under- 
writer, the name that I knew the proposal submission from, rather 
than Lasater. 

Mr. COLE. In addition to Lasater & Company, there was another 
Little Rock securities firm that was a part of this team. Correct? 

Ms. Wright. Yes, the Raney firm. 

Mr. Cole. T.J. Raney & Sons. So Lasater was just one of three 
firms that was responsible for distributing these securities to the 
State? 

Ms. Wright. That’s correct. 

Mr. COLE. In fact, Lasater & Company was not even the lead 
firm. The national Hutton firm was the lead underwriter? 

Ms. Wright. That’s correct. 

Mr. COLE. Do you know a gentleman named Johnny Mitchum? 

Ms. Wright. Yes, sir. He was a member of the State Police Com- 
mission. 

Mr. Cole. And as a member of the State Police Commission, did 
he participate in the selection of the underwriters for this bond of- 
fering? 

Ms. Wright. He should have. 

Mr. Cole. Mr. Mitchum has given a deposition to the Committee 
and if I could refer to page 133 of his deposition on February 9, 
1996, I want to read something and see if your recollection differs 
from what Mr. Mitchum described. 

Question: You testified earlier that representatives of the Governor’s office at- 
tended Commission meetings and also meetings of the subcommittee that looked 
into police radio financing. I believe you also testified “they were just there, pri- 
marily just listened.” Is that an accurate statement of your recollection of your par- 
ticipation? 

Answer: Yes, I never recalled anyone from the Governor’s office taking an active 
role in that process. 

Question: They didn’t try to direct the Commission to select a particular under- 
writer? 

Answer : No. 

Question: Or not to select a particular underwriter? 

Answer: Never. 

Question: Or to structure the deal in any way? 

Answer: No. 

Question: They just observed? 

Answer: Correct. 

Now from your knowledge, did participants from the Governor’s 
office observe the selection process? 

Ms. Wright. Yes, but not per se, Mr. Cole. The Criminal Justice 
Liaison from the Governor’s office attended all State Police Com- 
mission meetings. 

Mr. Cole. I take it that you or no one on your staff ever tried 
to influence the members of this Commission to select a particular 
underwriter. Is that correct? 

Ms. Wright. Absolutely not. 

Mr. Cole. In fact, Mr. Mitchum testified a couple of pages ear- 
lier, on page 131, he is asked: 
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Question: Turning to the period when you were considering various underwriters 
for the issuance of the State Police bonds, I would just like the record to be clear. 
Other than the underwriters themselves, did anyone try to influence you to select 
a particular underwriter? 

Answer: No. 

Question: Did anyone try to influence you not to select a particular underwriter? 

Answer: No. 

Question: What would you have done if someone had made such an effort? 

Answer: I was in the CPA business for 13 years, and ethics was a cornerstone of 
my existence. I would have to weigh the ethical considerations of such an approach. 
If I deemed it inappropriate, then I would have responded accordingly. 

So I think that we have a clear record on that. 

Did there come a time after the offering process proceeded to the 
point that the Raney/Hutton/Lasater group had been selected that 
there were complaints from other firms about the selection of the 
Raney/Hutton/Lasater group? 

Ms. Wright. Yes, there did. But if I could back up and add to 
what you just relayed from Mr. Mitchum’s testimony, if we had 
been trying to influence the votes, it probably, the only votes in op- 
position from the Commission to that team were our appointees. 
That the majority of the votes for that team were the Republican 
predecessor’s appointees. So you know, if we were trying to deliver 
votes, I think we would have done a better job of our own folks. 
The notion of complaints, oh, there was a lot of paranoia about this 
all the way through the process. 

Investment bank companies are fairly cut throat in the way they 
deal with each other, talk about each other, spread rumors about 
each other, send up red flags about each other, tell on each other. 
And I was constantly being fed scuttlebutt or things that weren’t 
fair, et cetera. So there were complaints and I was just staying 
grounded with if the Commission’s staying with its process, here’s 
an allegation I have been given. Make sure it’s within the process. 
So that, you know, I took it all very personally that this was going 
to be a clean, clean, above reproach award. 

Mr. Cole. And so you had personal involvement throughout this 
process? 

Ms. Wright. In deflecting away from our office any attempt to 
get us involved and in preserving and protecting the process that 
the Commission had established. 

There probably were things that, either based on hearsay or in- 
formation or even my own concerns, I asked the Commission 
through the Director or their attorneys or the State purchasing di- 
rectors to consider. 

I know that I was concerned about what the public relations im- 
pact of an E.F. Hutton association with the State Police would be 
because E.F. Hutton had recently had some legal problems as a 
firm. I didn’t tell them what the answer to that was. I asked that 
to be considered and looked at. But certainly after the Commission 
made its selection of the Raney/Hutton/Lasater team, then there 
were complaints, and there was an attempt by some of the losing 
competitors to change the process, revoke the legislation, et cetera. 

Mr. Cole. So in essence then, was the selection of the Raney/ 
Hutton/Lasater group reviewed a second time by a board of the 
State Legislature? 

Ms. Wright. Reviewed is I think the proper word, not approved. 
Initially it would go to the Telecommunications Study Commission. 
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It did go there. Now the Governor’s office had a member on that 
committee under Arkansas statute. The chairman of that commis- 
sion ultimately I think his public statement was that he really 
didn’t understand all the bond stuff, that it was too confusing to 
him, and so he wanted the interim decision body for the legislature 
to hear it. So it went to the legislative council then. 

Mr. COLE. The council reviewed it and didn’t take any action? 

Ms. Wright. And gave its favorable advice. 

Mr. Cole. We started with this because Mr. Chertoff asked you 
some questions about the particular financing of this State Police 
radio network. It might be helpful to back up for a minute and talk 
generally in the time that I have remaining about the selection of 
underwriters for State bond business. Was there a policy in the 
Clinton administration, beginning with his reelection in 1982, to 
open up the bidding process to more firms in the State? 

Ms. Wright. There most certainly was. During the years, during 
the 2 years that Governor White had been the Governor, the Hous- 
ing Development Authority’s bonds had gone into a monopolistic 
shape to the same people. 

We got lots of complaints from other investment bankers that 
Governor Clinton made the commitment that if he were reelected, 
there would be an open process and it would be highly competitive 
and there would be no more monopolistic bond awards within the 
State. I think we went in a short period of time from maybe 3 or 
4 firms to 40 some odd firms receiving State bond business. 

Mr. Cole. When you refer to a monopolistic situation, if I under- 
stand you correctly, you mean that 1 or 2 or 3 firms received the 
lion’s share? 

Ms. Wright. All of it. 

Mr. Cole. All of the bond business. 

Ms. Wright. A national underwriter and a local firm got nearly 
all of it. 

Mr. COLE. The same firms kept getting the business over and 
over again? 

Ms. Wright. That’s correct. 

Mr. Cole. Did that change during the Clinton administration? 

Ms. Wright. Totally. 

Mr. Cole. Was Lasater & Company one of the local firms that, 
in the Clinton administration, began to get bond business from the 
State? 

Ms. Wright. Yes. It was one of many, yes. 

Mr. COLE. Do you know whether Lasater & Company ever con- 
tacted the Governor’s office to indicate that they would like to have 
more bond business? 

Ms. Wright. Almost all of the firms contacted us complaining 
that they weren’t getting enough bond business. 

Mr. COLE. When your office received those kinds of complaints, 
what would you do? 

Ms. Wright. Of course these had to do with the Housing Devel- 
opment Authority first, and then the Arkansas Development Fi- 
nance Authority, its successor agency. And I would ask the person 
on the Governor’s staff in charge of economic development and 
working liaison with those agencies to make certain that they were 
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being treated fairly, that they were being included, and that we 
weren’t sliding them. There wasn’t anything else to do. 

Mr. Cole. So you would refer to a staff member and instruct 
them to assure that the process that had been set up was being fol- 
lowed appropriately? 

Ms. Wright. That the policy was, yes. 

Mr. Cole. Do you know whether Lasater & Company was ever 
selected or named as the lead underwriter on any of the offerings 
by the State of Arkansas? 

Ms. Wright. I don’t recall that they were. 

Mr. COLE. In fact, are you familiar in securities offerings, there 
are tiers of brokers that get the business and the lead underwriter 
will be listed at the top, and then there is a second tier and often 
a third tier. Do you know which tier Lasater & Company usually 
was found in terms of the share of State business they received? 

Ms. Wright. I think I remember them telling me that they were 
usually in the bottom. 

Mr. COLE. One last question, Mr. Chairman. They were usually 
on the bottom and they were trying to move up to the second tier? 

Ms. Wright. I do not know what they wanted. It was never 
enough but believe me, this was not just Lasater. They are all 
alike. Lasater didn’t get any business because of money they con- 
tributed. All investment bankers contributed, none of them got 
money because of contributions and we didn’t direct bond business. 

Now the State Police Commission was a very different situation 
because the State Police Commission was not in the business of is- 
suing bonds. See this was a unique event. Getting this communica- 
tions system up and running and saving troopers’ lives was a high 
priority concern to the Governor’s office. 

Mr. Cole. Thank you. 

Mr. Chertoff. Ms. Wright, after this January meeting Lasater 
had a second meeting with the Governor. In February, right? 

Ms. WRIGHT. I don’t have — if you tell me he did. 

Mr. Chertoff. Let me show you this. He wrote a letter to the 
Governor shortly thereafter on February 15, 1985, which we have, 
together with the notations you made on it. 

The Chairman. Wait. Counsel is going to give it to her. She has 
it in front of her. Go ahead. 

Mr. Chertoff. What you should have before you are 3 pages, a 
2-page letter and a copy of the front of the envelope in which the 
letter 

Ms. Wright. I don’t have the envelope. 

Mr. Chertoff. It’s DKSN 27572. 

Ms. Wright. We have 573. 

The Chairman. They will bring a copy of the envelope down. Do 
you have it? OK. 

Mr. Chertoff. Do you recognize this letter? 

Ms. Wright. I recognize this letter because it has been shown to 
me recently. 

Mr. Chertoff. The letter begins with Mr. Lasater saying, “Dear 
Governor, thank you very much for the opportunity to sit down and 
visit with you regarding the many issues facing Arkansas.” Then 
it goes on to list a number of things that were discussed. 
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Mr. Lasater suggests “that Lasater & Company be advised of all 
financing proposals effecting the State” contact person in Lasater 
& Company — that name is given to the Governor. Then there’s dis- 
cussion of an appointment to the Arkansas Housing Board, and a 
confirmation of our understanding regarding the appointment. 
There’s a suggestion that a representative of the staff attend a par- 
ticular study meeting. Mr. Lasater goes on to say that “we would 
recommend competitive proposals be required on the up-coming fi- 
nancing to permit Hutton to submit a proposal.” And he goes, “It 
is important for us to know that because we have made commit- 
ments to Hutton and unless competitive proposals are accepted, it 
would leave us, Lasater & Company, in an untenable position.” 

On page 2, Mr. Lasater goes on to offer the Governor the services 
of “Dan Moody, who is very familiar with State government and 
who serves on the Constitutional Convention, is a lobbyist and he 
is available on strategy.” Mr. Lasater then says, “In addition, we 
would be more comfortable if you would take the opportunity or 
ask someone on your staff to take the opportunity to appraise me 
or my staff of any actions by you or your staff prior to any public 
announcements, so that we will not be surprised or in some in- 
stances embarrassed because of the announcement.” 

And he goes on to say, “Finally, I believe it would serve us both 
well to have regular monthly meetings between the two of us to 
discuss the effects of the economy on Arkansas.” Now, you saw this 
letter when it came in in 1985? 

The Chairman. Because I think it’s important, I want you to fin- 
ish the rest. 

Mr. Chertoff. I will read the last three paragraphs: 

In addition, we would be more comfortable if you would take the opportunity or 
ask someone on your staff to take the opportunity to appraise me or my staff of any 
actions by your or your staff prior to any public announcements, so that we will not 
be surprised or in some instances embarrassed because of the announcement. 

Finally, I believe it would serve us both well to have regular monthly meetings 
between the two of us to discuss the effects of the economy on Arkansas. Bill, I do 
not ask for this to have undue influence or to try to apply undue pressure to you 
or your administration, but because of my background in business, I believe that 
I can make a positive contribution to you in your efforts to promote a better climate 
in the State of Arkansas. 

Again, thank you for the opportunity to sit down and discuss with you these 
points and I hope you will act favorably on my suggestion for a regular meeting. 

Now, you wrote a reaction to this in which I think you said it 
was outrageous, didn’t you? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. And it is outrageous, isn’t it? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. What did Mr. Clinton write? What was his reac- 
tion, in his own handwriting on the envelope? 

Ms. Wright. He said, “not the time to go this far,” which is, if 
you know Mr. Clinton, his very gentle way of saying no. He is a 
far more diplomatic person than I. 

Mr. Chertoff. This note, “not the time to go this far.” This 
wasn’t a response he wrote to Mr. Lasater. This was his note to 
you right? When he scribbled the note, “not the time to go this far,” 
he wasn’t writing it to Mr. Lasater with whom he had to be diplo- 
matic. He was writing it to you. 
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Ms. Wright. I don’t know for certain the sequence of this but my 
guess is, I’m guessing different from what you did, and it’s only a 
guess, Mr. Chertoff, is that the Governor read this letter first. It 
then came to us. Maurice made his comment, I made my comment, 
and I sent it back into him to see our two comments. He then said 
we must discuss. 

Mr. Chertoff. His reaction was “not the time to go this far.” 
And he said, “we must discuss.” So what was his discussion about 
this outrageous letter? 

Ms. Wright. I don’t remember, Mr. Chertoff. What I think of 
when I wrote these things, like this is outrageous, this is stupid, 
he got scared so he said, we must discuss to assure that my tone 
was properly respectful of the citizen. 

Mr. Chertoff. Did Mr. Clinton tell you this was an outrageous 
letter and that Mr. Lasater was kind of a loose cannon who should 
be watched? 

Ms. Wright. I think we were all aware that this man had a very 
heady trip going because he’d had a visit with the Governor. And 
the Governor certainly understood that this was not appropriate. 
The Governor was probably more concerned that I not be rude to 
Mr. Lasater and to assure himself that my tone of rejection was 
proper, and that we work it through the agency, as we did. We no- 
tified them and set up a procedure. 

Mr. Chertoff. During this period of time, was Sam Bratton the 
staffer in the Office of the Governor who was actually working on 
writing the legislation that would start this Police Commission 
bond issue going? 

Ms. Wright. We didn’t write much legislation out of our office. 
We didn’t have enough staff to do that. 

Mr. Chertoff. He was supervising the person who was dealing 
with the legislation? 

Ms. Wright. He was responsible for making certain that our leg- 
islative package was prepared and in good form and ready. 

Mr. Chertoff. Therefore in terms of your legislative package on 
this police financing bill, he was the person who had the respon- 
sibility for being the contact point at the Governor’s office, right? 

Ms. Wright. Very likely, in terms of reviewing whatever work 
we got done on it. 

Mr. CHERTOFF. And who actually did the work of writing the leg- 
islation? 

Ms. Wright. As I said earlier, Mr. Chertoff, I think that we ini- 
tially envisioned the State Police financing being a part of the leg- 
islation establishing ADFA. We then broke it off. As I recall, the 
same firm that we used to write the ADFA legislation wrote the 
State Police legislation. 

Mr. Chertoff. That was Mitchell Williams? 

Ms. Wright. That’s correct. 

Mr. Chertoff. Wasn’t that Dan Lasater’s firm? 

Ms. Wright. I don’t have any idea. They were a firm that we 
used to write legislation regarding bonding a lot. 

Mr. Chertoff. Do you know whether Mr. Lasater retained them 
to work on his behalf in terms of this bill? 

Ms. Wright. I have not a clue. 
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Mr. Chertoff. Do you remember them saying to you, we had 
better not be involved in this because we actually represent one of 
the bidders? 

Ms. Wright. They said that to me? 

Mr. Chertoff. Fm asking you did they say that to you? 

Ms. Wright. There were no bids. We were establishing legisla- 
tion. The Mitchell firm wrote our ADFA legislation, Mr. Chertoff. 
This was a spinoff piece of separate legislation. The Mitchell firm 
obviously was going to continue doing this. I know nothing about 
the Mitchell firm’s relationship with Mr. Lasater, nothing. Fm not 
in the business of keeping track of who has what law firm. 

Mr. Chertoff. So you don’t see any problem 

The Chairman. Wait a minute. Why don’t you ask — if this par- 
ticular law firm drew up not only the overall legislation, but this 
particular legislation dealing with the State Police that authorized 
going forward with this bonding. The question was also asked if 
Ms. Wright was aware if Mr. Lasater’s firm was represented. Is 
Ms. Wright aware of that? I think that’s the way you ought to put 
the question. Let’s rephrase that. 

Mr. Chertoff. The Mitchell Williams firm wrote the legislation 
for the State on this State Police radio financing bill, correct? 

Ms. Wright. I think that is correct. 

Mr. Chertoff. Whether or not, now did you know that they had 
been hired to work on this particular matter by Dan Lasater? 

Ms. Wright. I did not. 

Mr. Chertoff. That I take it was not disclosed to you? 

Ms. Wright. I don’t even know that now, Mr. Chertoff. 

Mr. Chertoff. We’ll have the witnesses on that later. 

Let me ask you this. Had you known about it, would you have 
seen a big problem with having the lawyers for one of the bidders 
writing the legislation? 

Ms. Wright. It depends on what the nature of the representation 
the firm was doing for Mr. Lasater. I don’t know. 

Mr. CHERTOFF. They were working on this bill for Mr. Lasater. 
Do you see a problem with that? 

The Chairman. Let’s understand so that the record is clear. You 
were not aware of that, and you’re saying you don’t know that to 
be the case even today? You were not aware that this firm was 
working for Mr. Lasater while it may have been doing work for the 
State agency. You were not aware of that. You knew they were 
doing work. 

Ms. Wright. No, sir, Fm not aware of that. But frequently firms 
hire law firms to draft up legislation they want to suggest to var- 
ious people who introduce it or consider it, and I don’t think there’s 
anything wrong with that. I think you get a lot of helpful stuff that 
way. So I guess, you know, Fm foggy on the problem, Fm foggy on 
the time, Fm foggy on the relationship. 

The Chairman. There might be a very real problem in the event 
that they were working on the proposal for Mr. Lasater to help the 
State, suggesting how the State should draft legislation, and then 
were drafting legislation for the State. But again we are establish- 
ing that you were not aware of this at that time. It’s not a trick. 
So that can’t be your problem. It’s not your fault if you weren’t 
aware of it. 
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Ms. Wright. All I know is that the work that the Mitchell firm 
did at our request in working with us was on our legislation that 
was part of the Governor's package on the Governor's Initiatives, 
and it had nothing to do with whatever else they were doing for 
Dan Lasater. That's all I know. 

The Chairman. So you were not aware that they may have been 
working for Mr. Lasater, in conjunction with this, is that correct? 

Ms. Wright. I am not. I do know that they produced our docu- 
ment. 

Mr. CHERTOFF. Let me make sure we are clear on this. It is your 
testimony that the Governor's office selected the Mitchell firm to 
work on this piece of legislation? 

Ms. Wright. That is my recollection because, in my head, which 
is very faulty at times, Mr. Chertoff, the Mitchell firm was helping 
us design the legislation for the Economic Development Agency, 
and that we first envisioned this as a part of that. 

Mr. Chertoff. This is a very simple, straightforward answer. 
With respect to this bill, your understanding is that it was the Gov- 
ernor's office that selected the lawyers, yes? 

Ms. Wright. Mr. Chertoff, I just answered that question and 
why I seem to recall that that was the case. 

Mr. CHERTOFF. Let me read from the testimony of Mr. Michael 
Drake, who was the Senior Vice President at Lasater & Company 
at the time, at page 88. 

The Chairman. Can we get a copy of this to counsel? 

Mr. Chertoff. This is Mr. Drake’s deposition. 

The Chairman. On page 88 of Mr. Drake’s testimony. I think we 
want to get a copy to counsel and to Ms. Wright. We are going to 
try and make a couple of copies of this. 

How are you doing, Ms. Wright? 

Ms. Wright. I'm tired and I’m bored, but there isn't anything 
you can do about that. 

The Chairman. We are going to try and get through this. We can 
take a 5-minute break if you want. 

Ms. WRIGHT. I’m OK right now. 

The Chairman. All right, we are going to get this down to you. 
This is the testimony of who, Mr. Chertoff? 

Mr. Chertoff. This is the testimony of Michael Drake. 

The Chairman. Who is Michael Drake? 

Mr. Chertoff. At the time, he was the Senior Vice President of 
Lasater & Company . 

The Chairman. What line? 

Mr. Chertoff. We'll start at page 87. 

The Chairman. Let’s make sure we are all there. Counsel, are 
we all there? OK. 

Mr. Chertoff. Line 13, he is referring to Dan Lasater: 

Answer: So, I took it to Dan, and said Dan, this is what we want to do. He said 
proceed. Just let me know how I can help you. 

Question: How did you present it to them? Did you discuss with them how they 
mentioned that they knew that Lasater and Dabbs Sullivan had helped the Gov- 
ernor? 

Answer: Yes. 

Question: Could you explain to me, in your words, how you relayed that to him 
and how you characterized it? What did Mr. Synder 

Answer: I said as well as I can remember — it was a long time ago — a T.J. Raney 
has come to us, because of your relationship with Bill [that’s Bill Clinton], to try 
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to get this legislation passed that will enable us to take a proposal to the State Po- 
lice Commissioner to sell these securities and help them acquire this new commu- 
nications system, this hotshot thing Motorola has come up with. 

He said, fine, what are the steps? I said the steps are, (A) we had to find a law 
firm to draft the legislation; (B) we had to work with the staff, with the Governor’s 
office to explain why we are doing this, what we hope to accomplish; and (C) we 
have to go to the State Police and explain to them what we are trying to do. He 
said no problem, go do it. 

We chose the Mitchell law firm in Little Rock to draft the legislation for us. I 
don’t remember now who we got to introduce it. It might have been that the Gov- 
ernor introduced it in his package. I don’t remember. 

We met with — over a period of several months, we met with Colonel Goodwin of 
the State Police, and that subordinate whose name I don’t remember who was a 
major at the time, and who was given direct responsibility for the project at the 
staff level. 

Then it goes on to discuss further developments. 

Now the relevant part for the question I’m asking you is, Mr. 
Drake's testimony under oath that he and his group chose the 
Mitchell law firm to draft the legislation for them. Does that 
change your recollection or do you believe that perhaps the Mitch- 
ell firm was working for both the Governor's staff and one of the 
bidders? 

Ms. Wright. I don't have a recollection of that. I have a recollec- 
tion of the Mitchell firm working the legislation for us. It was our 
package, it was our initiative. I don't care what Michael Drake 
thinks about them picking it up, and I don’t know, I didn’t know 
and I don’t know that there may have been a convergence. I still 
don't know enough facts, Mr. Chertoff. 

Mr. Chertoff. There may have been a convergence of interests, 
you were about to say? 

Ms. Wright. Of involvements. 

Mr. Chertoff. A convergence of involvements. 

Ms. Wright. Yes. I don’t know. 

Mr. Chertoff. Do you know a Mike Gaines? 

Ms. Wright. I certainly do. 

Mr. Chertoff. Who is Mike Gaines? 

Ms. Wright. He was the Public Safety Liaison of the Governor's 
staff for the time. 

Mr. Chertoff. So he was a member of the Governor’s staff? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. As was established on April 4th, the legislation 
which had been drafted by the Mitchell firm 

The Chairman. What year was that? 

Mr. Chertoff. 1985. 

The Chairman. Let me just stop to make a point of inquiry. The 
little red light has gone on. Are you prepared to yield now, or do 
you want us to keep going, whichever. 

Senator Sarbanes. 

Senator Sarbanes. Ms. Wright, I notice in this deposition, he 
says Win Rockefeller was a member of the State Police Commis- 
sion? 

Ms. Wright. That's correct. 

Senator Sarbanes. Is that the former Governor of Arkansas? 

Ms. Wright. The son of the former Governor. 

Senator Sarbanes. The Republican Governor, this is his son? 

Ms. Wright. Yes, sir. 

Senator Sarbanes. Mr. Ben-Veniste. 
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Mr. Ben-Veniste. This again is fascinating for some people, I’m 
sure. The history of legislative drafting in the State of Arkansas 
and how people went about doing this back 12 years ago. We got 
all the way up to 1984 now. 

My question is if there’s to be some level of pertinence or rel- 
evance to this, it would be if the legislation that was presented for 
consideration to the legislature, if, in fact, it was drafted by a law 
firm retained by one of the companies that was going to bid on it, 
whether that legislation was drafted in a way that favored Lasater, 
Hutton, or any other member of their group. 

If that were the case, so that it was tailored in a way that no- 
body else could bid on it, or it would provide a great advantage to 
Lasater or Hutton in their bidding process, then I think, even with 
the thing happening 12 years ago, maybe that would be interesting 
to somebody. Was there anything in the way this legislation got 
drafted, so far as you knew, that excluded others and favored 
Lasater & Company? 

Ms. WRIGHT. No, sir. I don’t think that the legislation specified 
the procedures by which proposals would be taken or the bonds 
would be awarded. It just authorized the awarding of bonds. And 
I am, with all deference to both you, Mr. Ben-Veniste, and Mr. 
Chertoff, there is nothing I am saying to you today that I can 
swear by. It is distant memory. Distant memory. And I am doing 
my best to share with you that which I can dredge forth. 

But the opportunity to skewer the thing in favor of one firm or 
another would have come after the legislation passed and in devel- 
oping the procedures. And I personally know that did not happen. 

Mr. Ben-Veniste. I think that is the sole relevant question to 
ask about this historical event for the bidding of police radios in 
Arkansas in 1984, and I thank you for providing it. 

Mr. Cole. 

Mr. Cole. Just a couple of questions more, Ms. Wright, on Mr. 
Lasater’s contacts with Governor Clinton. Did Mr. Lasater meet 
frequently with Governor Clinton? 

Ms. Wright. No, sir. 

Mr. Cole. Mr. Chertoff made reference to a fundraiser that Mr. 
Lasater held for Governor Clinton in 1984. Did he hold any other 
fundraisers? 

Ms. Wright. I only recall one. 

Mr. Cole. Were you ever present at a meeting between Governor 
Clinton and Mr. Lasater in the Governor’s office? 

Ms. Wright. I don’t remember. 

Mr. Cole. Perhaps this would refresh your recollection. Mr. 
Lasater testified that he recalled a meeting with the Governor and 
his testimony is: 

Mr. Lasater. What I recall is that I was upset because we were the second larg- 
est capitalized broker-dealer in the city and we were not being treated fairly in my 
opinion in the amount of bond business that we received. We were down on the bot- 
tom tier instead of on a tier with Stevens and some of the other larger firms. 

Mr. GlUFFRA. Why do you think you were on the bottom tier? 

Mr. Lasater. I don’t know, maybe because we were new. You know, I don’t know, 
but I wasn’t happy about that. I felt we were entitled to be a larger participant. 

Mr. Giuffra. What do you recall Governor Clinton saying in response to your re- 
quest? 

Mr. Lasater. All that I recall is he was noncommittal and would have to, you 
know, present our case to his staff, whoever was in charge of that. 
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Mr. Giuffra. And approximately how long was this meeting? 

Mr. Lasater. Ten minutes. 

Mr. GlUFFRA. Did there come a time when you improved your position in terms 
of bond underwriting? 

Mr. Lasater. No. 

Mr. Giuffra. So you remained at the bottom tier? 

Mr. Lasater. Right. 

Do you recall, Ms. Wright, anything about that meeting? 

Ms. Wright. Was I there? 

Mr. Cole. Mr. Lasater did not recall your being there one way 
or another. 

Ms. Wright. I don’t recall being there. 

Mr. COLE. But I take it that Mr. Lasater’s recollection, as far as 
whether or not his firm ever improved its position in terms of the 
share of State underwriting business that it received as a result of 
meetings with the Governor is consistent with your recollection 
that that didn’t happen? 

Ms. Wright. I know there was no relationship between any busi- 
ness that he got and anything he asked of us. 

Mr. Cole. To your knowledge, the Governor’s office never inter- 
vened or took any action, either Governor Clinton personally or one 
of his staff, to try to influence the selection process to benefit the 
Lasater & Company? 

Ms. Wright. Not to benefit a specific company. We would try to 
make certain that there was an open process, that there was a lot 
of communication outward to the investment bankers. The invest- 
ment bankers could find all kinds of things to complain about. 

Mr. Cole. And your purpose was to expand the number of firms 
that received a share of the State’s bond underwriting business? 

Ms. Wright. The purpose was to have competitive bids that were 
genuinely and truly competitive so that you could get not only good 
deals for the State, but you could also spread the business around 
and you could get some creative thinking going. All of that was ac- 
complished. 

Mr. Cole. I take it there were some securities firms in Little 
Rock or in Arkansas at that time that were not political supporters 
of Governor Clinton? 

Ms. Wright. Yes, sir. 

Mr. Cole. Did some of those firms receive State bond contracts 
during the Clinton administration? 

Ms. Wright. Absolutely. The awarding of State bond contracts 
had nothing to do with being a supporter of Governor Clinton’s. Al- 
most all were supporters or at least contributors. I’m rather cynical 
about the kinds of ways that investment bank companies become 
supporters. 

But opponents, I mean there were a couple of firms who were 
outright opponents. Nothing ever interfered with their entering 
competitive bids and being awarded contracts. 

Mr. COLE. Actually that was what I was getting at because in my 
review of the records, and I won’t take the Committee’s time to put 
them on the screen, the documents that we have received showed 
that the firms who were receiving the contracts during the prior 
Frank White Republican administration continued to receive bond 
underwriting contracts during the Clinton administration. 
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The difference was that instead of being two or three firms, it 
was open to a half dozen or more firms. 

Ms. Wright. That is correct. And those firms obviously kept hop- 
ing that the day would go back when they didn't have to do all of 
this competition and sharing, and they fought our economic devel- 
opment package. They fought our legislation. 

And what we did was right and it was wonderful for the State. 
It opened it up and even though they fought that legislation, they 
still benefited from it when it went into effect. 

Mr. COLE. Thank you. 

Mr. Ben-Veniste. I take it from your testimony, Ms. Wright, 
that it is your view that by reason of the increase in competition 
rather than this monopolistic or oligarchic concentration of the 
bond business in one or two or three different firms, as had been 
the case for 2 years prior to the administration in which you 
served, the State benefited, in your view, from the fact that there 
was now competition which would mean that the State would get 
a better deal in connection with the sums charged by these invest- 
ment bankers? 

Ms. Wright. That's correct. 

Mr. Ben-Veniste. Is there anything in terms of the complaints 
that were raised, and I take it in a competitive environment, you 
know, we have this in Washington all the time, if one company gets 
the award of the contract, the competitor cries that the process was 
unfair and there are six or seven or eight reasons why the whole 
thing should go back to square one. Then when that company gets 
the next contract, their competitor cries foul, and the same thing 
happens again. 

I trust on a somewhat smaller scale, the experience in Arkansas 
was the same. But in terms of the criticisms that were leveled, was 
there a criticism that the State was paying more than it should 
have as a result of this legislation or the increased competitiveness 
in the marketplace? 

Ms. Wright. Not at all. 

Mr. Ben-Veniste. We will cede back our time and hope we can 
finish up here. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Ms. Wright, I just want to be clear, because when 
we left the last portion of our back and forth, I believe that your 
indication to me was that whatever arrangement the Mitchell firm, 
and by the way, that was Jim Guy Tucker’s firm, right? 

Ms. Wright. He was in that firm, yes. 

Mr. Chertoff. He was a partner at the firm, right? 

Ms. Wright. I don't know the law firms. 

Mr. Chertoff. I think we left it with saying that whatever Mr. 
Lasater's arrangement with the Mitchell firm, in terms of Lasater 
having hired Mitchell to work on this legislation, as far as you 
were concerned, the Mitchell firm was working for the Governor's 
office or for the State on this legislation. Is that your recollection? 

Ms. Wright. I know the Mitchell firm did legislation as a volun- 
teer assistant to us on pieces of our Economic Development Pack- 
age. It is my vague recollection that we spun the State Police thing 
off of that, and that's why the Mitchell firm was involved in it. 
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Mr. Chertoff. Isn’t it true, that at the time of the contract it- 
self, you were well aware of the fact that the legislation was actu- 
ally, for all intents and purposes, prepared by the Raney/Hutton/ 
Lasater group, Mr. Lasater’s group of bidders? You were aware at 
the time, were you not, that they were drafters of the legislation? 

Ms. Wright. I don’t remember that, sir. 

Mr. Chertoff. I mentioned Mike Gaines before. I want you to 
look at DKSN 18184. This is a memo to you from Mike Gaines on 
5/15/85 which I’m calling out now. 

The Chairman. Wait until she gets this. 

Mr. Chertoff. This is that Mike Gaines I asked you about be- 
fore we broke who was in the Governor’s office dealing with public 
safety issues, right? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. This memo was prepared 5 days after. I’ll just 
represent to you it was prepared 5 days after the formal award of 
the contract on May 10th by the Arkansas State Police Commis- 
sion. It refers to one of those very complaints by another bidder, 
that disappointed bidder that you were just testifying about. 

It lists the complaints. In particular, I want to draw your atten- 
tion to the paragraph that begins after the paragraph which has 
an Arabic numeral 2. It says, “Capitol” — which is the disappointed 
bidder — “points out that the legislation (written by H,L,R) requires 
monthly payments.” 

You will agree with me — and take as much time as you need 
looking at the memo — that H,L,R in the context of this memo re- 
fers to Hutton/Lasater/Raney. I would suggest to you, after you 
have satisfied yourself of the memo, that this memo makes it very 
clear that at the time, Mr. Gaines understood and you understood 
that it was the bidding team of Hutton/Lasater/Raney that 

Ms. Wright. Excuse me, Mr. Chertoff. I’m not certain you have 
the same document I’m reading. Can you just hold yours up? 

Mr. Chertoff. It’s May 15, 1985. To: Betsey Wright; From: Mike 
Gaines, Subject: ASP Communication System, DKSN 18184. 

Mr. Cohen. Mr. Chertoff, I think the problem is that even if you 
look on your screen, I think the portion you just read — and we will 
accept your representation of what it says — is pretty difficult to 
read. That’s why we couldn’t pick it out. 

Mr. Chertoff. Take my copy. 

Mr. Cohen. I don’t need your copy. I just read it. We’re just fine. 

Ms. Wright. I am now at the point I understood where you were 
reading. 

The CHAIRMAN. Let’s do it again so that we are all together. 
Where are we starting? 

Mr. Chertoff. We are starting with the fifth paragraph. “Cap- 
itol points out that the legislation (written by H,L,R) requires 
monthly payments.” And if you look earlier in the memo, you see 
that H,L,R refers to Hutton/Lasater/Raney, which was the bidding 
group that was Dan Lasater’s bidding group. Now does this help 
you to conclude that, in truth and in fact, you knew in May 1985, 
that the legislation had been written, for all intents and purposes, 
by the Lasater bidding group? 
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Ms. Wright. No, sir, it doesn't. It means that I would assume 
Mr. Gaines had his information wrong or had been told it wrong, 
because he wasn't involved in that part of it. 

Mr. Chertoff. Did you say to Mr. Gaines when you saw this — 
in substance, I don’t mean in exact words — “Mike, you're not telling 
me that the bidders wrote the legislation?" Did you ask him that? 

Ms. Wright. No, sir, I didn't need to, because I knew it was our 
legislation. 

Mr. Chertoff. So notwithstanding the contemporaneous memo 
written right at the time by Michael Gaines that Hutton, Lasater 
and Raney wrote the legislation; notwithstanding Mr. Drake's 
sworn testimony in a deposition that Hutton/Lasater/Raney paid 
the Mitchell firm to do the technical work; and notwithstanding 
your own admission that the Mitchell firm actually wrote the legis- 
lation, you’re going to continue to tell us that, in fact, the legisla- 
tion was not written by Lasater and his lawyers, but it was written 
totally independently? 

Ms. Wright. It is my recollection that the Mitchell firm wrote 
this legislation for us. I am unaware of a relationship with Lasater. 
I am not positive of anything. It did not — the telling point of this 
memo was not something flying through the air about some unfair 
practices, but to make certain that the procedures had monitored 
these kinds of issues, and that these allegations were either base- 
less or could be explained and dealt with. 

Mr. CHERTOFF. It would seem to me from the memo that the dis- 
appointed bidder was, in fact, complaining that the winning bidder 
had written the legislation. Isn't that exactly one of those process 
issues that you just told us you wanted to be sure were absolutely 
perfectly carried out? 

Ms. Wright. There are a couple of far more substantive com- 
plaints conveyed to me here in this memo. 

Mr. Chertoff. Now in between the time the legislation that en- 
abled this project was passed on April 4th, and the time that the 
final decision was made by the Police Commission on May 10, 
1985, during that intervening period of about 5 or 6 weeks is when 
the request for proposal went out to investment groups that would 
want to bid to get the work, right? 

Ms. Wright. I don't recall the dates. 

Mr. Chertoff. Accept my dates. That's the stage of the process. 
Now, I want to show you a memo dated May 1, 1985, right in the 
middle of this period where the proposals are coming in, written 
from the same Mike Gaines to Governor Clinton and Betsey 
Wright. It's DKSN 27162. It's May 1, 1985. 

Mr. Cohen. I'm afraid we don't have it on this side of the room. 

Mr. Chertoff. You have seen this before, right? 

Ms. Wright. I have seen it in my deposition, but prior to that 
it was read to me by the Associated Press reporter that someone 
on your staff showed it to. 

Mr. Chertoff. Putting aside your accusation about someone on 
the staff having shown it to somebody, it's addressed to Governor 
Clinton and yourself, correct? 

Ms. Wright. That's correct. 

Mr. Chertoff. It has the characteristic checkmark that shows 
the Governor has read it? 
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Ms. Wright. That’s correct. 

Mr. CHERTOFF. It says: 

The State Police Commission is meeting Friday to review proposals for financing 
the communications system. The following are Tommy Goodwin’s observations of 
where things stand. 

Now before we continue, Tommy Goodwin was head of the State 
Police? 

Ms. Wright. That’s correct. 

Mr. Chertoff. And this is part of the process of the State Police 
Commission evaluating the bids and evaluating who was going to 
be selected to do this work. So we continue on. 

Billy Simpson — appears to have switched his support from another vendor to Dan 
Lasater. Johnny Mitchum — solidly behind Lasater. Tennyson — Lasater. Mashbum — 
probably Lasater, since McElroy Bank did not submit proposal. Gene Raff— probably 
Lasater. Rockefeller — ? 

Am I correct that you were in the Governor’s office keeping tabs 
on the vote count, the head count for Lasater? 


Ms. Wright. No, sir. You are not correct. 

Mr. Chertoff. So Mr. Gaines just wrote this memo? 

Ms. Wright. No, sir. Colonel Goodwin passed on intelligence 
thinking we might be interested and want to know it. Mr. Gaines 
sent it on to me. I wasn’t monitoring it. Mr. Gaines was not in- 
volved in this particular issue other than attending the meetings. 
I was monitoring the process for this. I wasn’t keeping tabs on the 
votes. But I have to tell you, Mr. Chertoff, people kept telling me 
who was leaning what way all the time unsolicited, and this is yet 
another time. 

Mr. Chertoff. So you didn’t say to Mr. Gaines 

Ms. Wright. I didn’t even think this turns out to be good infor- 
mation. 

Mr. Chertoff. You didn’t say to Mr. Gaines or Colonel Goodwin, 
“Look. We are not part of the process of the selection of the firm. 
We don’t need the vote count. We don’t need to know where things 
stand, because we are indifferent. We are neutral.” You didn’t pass 
that message on when you got this memo, right? 

Ms. Wright. The concluding effect of this memo was on quite a 
different subject. Colonel Goodwin knew that we weren’t involved 
in it. That doesn’t mean to Colonel Goodwin that we don’t care 
what was happening, and I think he assumed we might want to 
know how it looked like things were lining up. 

It was an unsolicited piece of information. I’m not going to chew 
him out for sending me information. It was meaningless. We 
weren’t monitoring. We didn’t ask for it. I don’t believe this is the 
way the vote count came out. It was passed secondhand to me from 
a staff person who was not intimately involved in communications 
with the State Police Commission about this process like I was. 

Mr. Chertoff. Ms. Wright, this whole memo was written by Mr. 
Gaines, the same Mr. Gaines who wrote the memo a couple weeks 
, D later indicating that Hutton, Lasater and Raney had written the 
3i legislation. The whole purpose of the memo — and we’ll get to the 
other writing in a minute — but the whole purpose of the memo 
was, as it originally came into you and the Governor, to give a head 
count on the selection of the particular investment company. Do 
you disagree with that? 
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Ms. Wright. I do. The purpose of the memo was to convey to me 
information that Colonel Goodwin had given to me 

Mr. Chertoff. And about the head count of the investment com- 
pany? 

Ms. Wright. He thought I might be interested. 

Mr. Chertoff. You wrote a memo to the Governor. You said, 
“Gov, we have real problem here, since ‘street talk' is that Lasater 
put in unreasonably low bid knowing he can raise it once he gets 
it.” Then I must confess I can't read the next line, so I'll ask you 
to do it, since it's your writing. 

Ms. Wright. “I hope the ASP” — Arkansas State Police — “had ex- 
perts review everything. Also, how does this” — and then there's not 
enough. 

Mr. Chertoff. “How does this gibe with” — and you don't know 
what the rest of that is? 

Ms. Wright. I can't read it. 

Mr. Chertoff. Now, you had heard street talk that Lasater was 
lowballing the bid? 

Ms. Wright. Yes, sir. I think I made reference earlier that in- 
vestment banking companies play a very bloody kind of politics. 
They spread rumors, they send out alarms and red flags, and I was 
told dirty things about all of them. Amd what I was conveying to 
the Governor is that one of the contentions that was going on is 
that Lasater assumed that they could increase this after they got 
it, and they put it in at the low. 

Mr. Chertoff. This street talk or rumor or scurrilous stuff you 
transmitted to the Governor in this memo, right? 

Ms. Wright. I did. 

Mr. Chertoff. In fact, what you did was, you wrote it on the 
bottom of the memo with the head count. You didn't prepare a sep- 
arate memo. I mean, you can only draw the conclusion from looking 
at the writing that the memo came in with the head count. You 
then added your information about the lowballing bid, and then the 
last writing is the Governor's writing, which is in the top right- 
hand side of the memo. Is that right? That’s the Governor's writ- 
ing? Number one there, it says, “Lasater should be told bid must 
be price.” Is that it? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. So, the Governor directed you to tell Lasater that 
he should bid what he was actually going to make the price. Is that 
correct? 

Ms. Wright. He didn't direct me to, no. 

Mr. Chertoff. “Lasater should be told” — underlined — “bid must 
be price.” Was that a direction that someone should tell Lasater 
that what he bid ought to be the price? 

Ms. Wright. I know that I went to the team monitoring the proc- 
ess and said, “This is a rumor, and you all need to make certain 
that Lasater's bid is in compliance and that he understands.” 

Mr. Chertoff. Well, why did you bring this to the Governor’s at- 
tention? 

Ms. Wright. I don't know. I don't remember why I brought it. 
I was just passing on rumors that were going on around — why I 
didn’t write a separate memo? Governor Clinton told me that he 
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got more paper than any Governor in the history of western 
civilization 

Mr. Chertoff. Let’s not talk about all paper. 

You said, Ms. Wright, in this particular instance at the begin- 
ning of this part of the examination, this was totally hands off, to- 
tally out of the process. 

You have repeated several times your concern here is the proc- 
ess. Given all of that, why would you convey the head count and 
your discussion about lowball bidding to the Governor? Why did 
the Governor need to know this? And why did the Governor then 
have to come back to you and have an instruction about what 
Lasater ought to be told about his bidding? Is that your interpreta- 
tion of neutral, keep your hands out of the process? 

Ms. Wright. Keep our hands out of the selection of the firm. We 
were very much involved in the design of the process, Mr. 
Chertoff — very much involved. And making certain 

Mr. Chertoff. Is this about 

The Chairman. Wait, wait. 

Ms. Wright. Go ahead and talk, and maybe some time next 
week I’ll come back and answer you. 

The Chairman. Wait, wait, wait. It appears that this memo is a 
head count by the very members who are going to pick the firm, 
or on the members, and with specificity. 

It would appear that, by the writer of this memo, this related to 
Lasater’s position and being selected. It’s always with respect to 
Lasater. “Johnny Mitchum — solidly behind Lasater.” So-and-so be- 
hind Lasater. The third one, “probably Lasater.” And they mention 
this other bank didn’t bid. “Probably Lasater,” the next fellow. Billy 
Simpson — support from another vendor, and then street talk about 
Lasater. And then the instruction, “Lasater should be told that he 
must meet the price.” 

So you see, the memo would indicate that certainly, there is 
someone who was very cognizant over at the police. By the way, it 
may have been a press person got a hold of this, but this is the 
first time I have seen this memo. And I try to make it a point, I 
t do not review these matters prior. But it appears very clear here, 
Ms. Wright, that there was somebody that was really following this 
process as it related to how Lasater was lining up with respect to 
t the selection committee, 
t The red light is on. Senator Sarbanes. 

Senator Sarbanes. Ms. Wright, I was interested. Did you say 
that you were called by a person in the press that. asked you about 
t this memo? 

r Ms. Wright. Yes, sir. I was called by a reporter who had been 
shown this memo and had been given oral annotations about it. 

;• Senator Sarbanes. Was that before 

n Ms. Wright. Negative oral annotations. 

Senator Sarbanes. Was that before you had your deposition, or 
t- after? 

Ms. Wright. Before. 

tl Senator Sarbanes. So the first time you saw it in some official 
[ way was when you had your deposition? 
ie Ms. Wright. That’s correct. 
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Senator Sarbanes. And how far ahead of your deposition did 
that take place? 

Ms. Wright. A week or two. 

Senator Sarbanes. Mr. Chairman, I have been worried about 
this problem, because this was not the only instance of this hap- 
pening. I mean, we encounter these press stories and material 
leaking, and I think it’s a reasonable surmise that it’s coming out 
of this Committee, I regret to say. And I think we should meet and 
discuss that. 

I thought we agreed that we would ask the FBI to look — I mean, 
I don't mind Ms. Wright being confronted here today with this 
memo and questioned in public session, or indeed at her deposition. 
But obviously, things are amiss if staff people with access to this 
material are leaking it to the press in order to set a certain frame- 
work or climate ahead of time, and this isn't the only instance of 
such an occurrence. I think the Committee needs to address it. 

We are now into this final 8-week period, and I can't think of 
anything that would poison our ability to carry forward in some 
reasonable fashion than this activity. We have here Senate inves- 
tigators for the Senate Whitewater Committee, internal memos as- 
sembled by Senate investigators, et cetera. And then they go on 
and lay out this material, which has not yet been put in the public 
domain. It's not a reasonable way to do business, obviously, and I 
think it's going to simply poison. 

Now it's my understanding we agreed, did we not, that we would 
have the FBI look into these leaks when they occur? 

The Chairman. I will discuss with the Ranking Member 

Senator Sarbanes. I think we did that back toward the end of 
the year. 

The Chairman. — the manner by which to pursue who, if anyone, 
from this staff may have leaked this. It may have been the staff. 
It may not be the staff. But we will take that up, and will take the 
necessary action. I think we should proceed now. 

Senator Sarbanes. Well, I very much hope we can bring the FBI 
into it. We had this discussion, as you will recall, back in the fall. 
We were quite concerned about what was transpiring. 

The Chairman. Now this took place back some time in January? 
Is that right? 

Ms. Wright. It was in February, I believe, sir. 

The Chairman. February. 

Mr. COHEN. We can give you a precise date, Mr. Chairman. 

Ms. Wright. Almost all of these documents which you have pro- 
vided me in this line of questioning regarding Mr. Lasater were 
read to me by that reporter. 

Senator Sarbanes. The particular newspaper article was April 
8th. When the discussion occurred, I don't know. 

The Chairman. January or February sometime. You’ll provide us 
a date? 

Mr. Cohen. We can, Mr. Chairman. There were some telephone 
calls that Ms. Wright and I were on with a reporter who told us 
that he had been shown the documents, permitted to view them. 
We asked for a copy of the documents just to verify that, in fact, 
that was so. He said he wasn’t permitted to take the document 


2433 


with him, but was permitted to review it, and copied it down and 
read us a scrawl that he couldn’t wholly interpret. 

Ms. Wright. And told us whose handwriting said what. 

The Chairman. All right. 

Ms. Wright. We did give the staff in my second deposition a 
copy of the letter that the reporter sent to me initially about want- 
ing to talk to me on these documents. So the date of the contact 
is in that letter. 

The Chairman. We’ll pursue it. 

Senator Sarbanes. I yield to Mr. Cole. 

Mr. Cole. Thank you, Senator. 

If we could put the May 1, 1985 memorandum back up. 

Mr. Cohen. Excuse me, Mr. Cole. I apologize. 

Mr. Chairman, we had provided the Committee on the second 
day, and it’s attached at the end of the deposition for the second 
day, Senator Sarbanes and Mr. Chairman. 

Mr. Cole. Ms. Wright, if I could ask you to look for just a mo- 
ment more at this memorandum, and I think we have covered it 
thoroughly. But I do want to reassure you about one thing, because 
as I understood your testimony, you were taking issue with the 
characterization of this memorandum from Mr. Gaines as somehow 
an effort by the Governor’s office to keep tabs on the bidding proc- 
ess. Is that correct? 

Ms. Wright. That is correct. 

Mr. Cole. And in fact, I think since this memo has had such 
scrutiny, it’s worthwhile to note what the author of the memoran- 
dum said about it, Mr. Gaines, whose deposition Committee staff 
took on February 16. And at page 71, he was asked: 

Question: Do you recall why Mr. Goodwin would have been calling you to report 
on this? 

Answer: No, unless — -just conveying information or observations he was making. 
Again, I mean I can’t answer for him, but if he had spoken to the individual mem- 
bers and had a sense of how they were leaning on this matter, he may have felt 
that it needed to be conveyed to the Governor’s office, and called and gave me a 
rundown of it. 

And I think important, then, for your purposes, Ms. Wright, he 
was asked: 

, Question: Before receiving the call from Mr. Goodwin, were you aware of any in- 

I terest that the Governor or Ms. Wright had expressed with regard to which under- 
writing company received the underwriting contract? 

Answer: I don’t think so. 

So his testimony, which the Committee has in evidence, confirms 
your recollection that you and the Governor’s office had not asked 
that he or anyone else keep tabs on this process, 
e I would also like to show you a document, since we are looking 
at documents from this time period in May 1985, I guess the issue 
il being what influence Mr. Lasater did or didn’t have on the Gov- 
ernor’s office. This is a memorandum dated May 2, 1985, if we can 
s put that up, it is from Mr. Nash to, it appears to read — perhaps 
you can help me with the handwriting — “BC/Betsey” — and someone 
e else that I can’t read there. Ms. Wright, do you recognize that as 
IS a memorandum to you and others from Mr. Nash? 
a Ms. Wright. Correct. 

Mr. Cole. Who was Mr. Nash at that time? 

Ms. Wright. He was our Economic Development Liaison. 


Mr. COLE. So would he have been the staff liaison with matters 
relating to the Arkansas Development Finance Authority? 

Ms. Wright. That's correct. 

Mr. Cole. Am I correct in understanding that at this time, most 
of the bond underwriting business that the State of Arkansas was 
doing was through the Arkansas Development Finance Authority, 
or would be through the Arkansas Development Finance Authority? 

Ms. Wright. That’s correct. 

Mr. Cole. The handwriting on this appears to be: “Dan Lasater 
gave me this letter when I met with him on Wednesday for lunch. 
Bell is not my kind of person. Has always caused the agency 
(AHDA) problems.” Just to put this in context, let’s put up on the 
display the letter that was attached to this memorandum and it’s 
dated April 10, 1985. I think you have been given a copy of that. 
This is a letter to Maurice Smith from a Mr. Dennis Mills, from 
the Mortgage Bankers Association of Arkansas, recommending that 
James T. Bell be appointed to the Arkansas Development Finance 
Agency Board. 

First let me ask, Ms. Wright: am I correct in reading this letter 
and Mr. Nash’s cover memorandum to you and Governor Clinton 
as indicating that Mr. Nash does not agree that Mr. Bell is the per- 
son of his choice for appointment to the ADFA Board, notwith- 
standing Mr. Lasater’s recommendation? 

Ms. Wright. Yes. It was Mr. Nash’s way of making his comment. 

Mr. COLE. So what we have here is that Mr. Lasater is putting 
someone’s name forward to be named to the Board that controls 
the State bond business, and you have a staff member that’s re- 
porting to you and the Governor that Mr. Lasater’s recommenda- 
tion is not his choice for that Board. Do you recall whether Mr. Bell 
was, in fact, appointed to that Board? 

Ms. Wright. I’m fairly certain he was not. 

Mr. Cole. I think we could confirm that for you if we could put 
up and provide to you a copy of a January 24, 1986 listing of the 
current members of the Arkansas Development Finance Authority 
Board, and you’ll see that Mr. Bell is not listed there. 

As I read these documents — and please correct me if I’m wrong — 
this indicates that at precisely the time we are talking about, in 
May 1985, Mr. Lasater had lunch with a staff member who was re- 
sponsible for this Board, passed on a letter of recommendation, rec- 
ommended a candidate, and that candidate was not appointed to 
the Board. Is that correct? 

Ms. Wright. Oh, there were more contacts with us by Mr. 
Lasater’s company on behalf of Mr. Bell. I was contacted two or 
three times by people who worked for him. Mr. Bell was not ap- 
pointed. 

Mr. COLE. So Mr. Bell was not appointed. Mr. Lasater testified 
that he met with Governor Clinton, complained about the amount 
of bond business that he got, and by his own accounting didn’t get 
any more bond business. And that’s all consistent with your recol- 
lection of what happened 11 years ago, now? 

Senator Sarbanes. The Governor’s office gets contacted all the 
time by people who want somebody else appointed to one or an- 
other board and commission, don’t they? 

Ms. Wright. Yes, sir. We invited it. 
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Senator SARBANES. Pardon? 

Ms. Wright. We invited it. 

Senator Sarbanes. Yes. In a sense, you were sort of flooded by 
people saying, “Well, I want so-and-so to go on the Board or so-and- 
so to go on the Commission.” I mean, it seems to me it's standard 
operating procedure in Governor’s offices across the country, as far 
as I know. Wasn’t that the case? 

Ms. Wright. Yes, sir. 

Mr. COLE. One more area of inquiry, Ms. Wright, that I think 
has been widely reported in the press, and likely has come up in 
Committee’s depositions, and is likely to come up in our hearings. 
Mr. Lasater ultimately pleaded guilty to a Federal drug charge. Is 
that correct? 

Ms. Wright. That’s correct. 

Mr. Cole. Do you recall at some later time, did he make an ap- 
plication to the Governor’s office for an approval of the application 
he had submitted to the Federal firearms authorities to be able to 
carry a firearm for hunting purposes? 

Ms. Wright. I believe, Mr. Cole, that happened after I left the 
Governor’s staff. But I do recall from the 1992 campaign that, yes. 

Mr. Cole. What has been reported in the newspapers is that Mr. 
Lasater was pardoned by Governor Clinton. 

Ms. Wright. No. The Governor has no authority to pardon a 
Federal conviction. 

Mr. Cole. I thought, that since you were the Governor’s Chief of 
Staff, you would be a good witness to speak to that issue. 

Ms. Wright. Oh, absolutely. 

Mr. Cole. Because I think it’s been reported erroneously. 

Ms. Wright. A conditional pardon by a Governor on a Federal 
conviction only allows them to apply to ATF for firearms. 

Mr. COLE. So not only were we dealing with a Federal conviction 
here, but the license that Mr. Lasater was seeking, which he testi- 
fied was for permission to carry a firearm when hunting, was an 
application to the Federal authorities, and he just needed approval 
from the Governor’s office to submit that application? 

Ms. Wright. To apply; that’s correct. 

Mr. Cole. So it was not a pardon? Bill Clinton did not pardon 
Dan Lasater? 

Ms. WRIGHT. No. Governors have no authority to pardon Federal 
criminals. 

Mr. Cole. Thank you. That’s helpful. 

The Chairman. Mr. Chertoff. 

Ms. Wright. Could I have a break? 

The Chairman. Absolutely. We have a vote, so it comes at a good 
j time. We’ll take 10 minutes. 

I Senator Sarbanes. Mr. Chairman, could I just inquire how much 

J longer it’s estimated 

|. Ms. Wright. Twenty or 30 minutes. 

Senator Sarbanes. No, no, no. I’m inquiring of Mr. Chertoff. 
lfi The Chairman. That’s what she’s suggesting; 20 or 30 minutes. 
J Senator Sarbanes. I mean, look. I don’t mind if after lunch you 
had said, we are going to need 3 or 4 hours here to finish up. 

The Chairman. I don’t think anybody anticipated 
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Senator Sarbanes. If you had told us that then we could have 
made plans accordingly. But to be told 20 to 30 minutes when we 
took the break, and then accounting for a little bit of time on this 
side, and then to come back and start at 2:00 p.m., and now it’s 
5:00 p.m., and we are still going on. 

Now, you can go on for as long as you want, as can this side. And 
obviously, you should go on as long as you feel it’s necessary. But 
just give us a realistic evaluation or estimate of how long you are 
planning to proceed, that’s all. Then people can make their plans 
accordingly. 

The Chairman. Let’s see if we can’t get back here within the 
next 10 minutes, so that we can try to conclude this, certainly be- 
fore 6:00 p.m. 

[Recess.] 

The Chairman. We are going to see if we can’t wrap this up. 

Mr. CHERTOFF. Again, I still want to focus your attention on the 
period of time before the final vote on the Arkansas State Police 
Commission to award the contract to the Lasater group. Was there 
a point right before then where you became concerned that there 
might be a problem with the Hutton component of that Lasater 
group because of some unrelated investigation involving checks? 

Ms. Wright. Involving checks? 

Mr. Chertoff. Yes. 

Ms. Wright. As I have already testified today, Mr. Chertoff, I 
know that at some point, I did admonish the people working on the 
Police Commission decision to make certain that there wouldn’t be 
a bad PR impact from the Hutton legal problems they had had. 

The Chairman. Which are totally unrelated to anything 

Ms. Wright. In another State, some other thing. 

The Chairman. That was a national thing, totally unrelated. 

Ms. Wright. Thank you. Thank you. 

Mr. Chertoff. Were you also concerned about Lasater’s reputa- 
tion at this point in time, in the early part of 1985, and the impact 
that might have on reputational issues? Did you have Lasater 
checked out in terms of whether he was being investigated? 

Ms. Wright. I probably suggested to the State Police Director 
that he find out whether there were any investigations going on. 

Mr. Chertoff. What caused you to do that? 

Ms. Wright. Oh, either another rumor or whatever. I basically 
think they probably should have made sure nobody had any law 
enforcement problems, and I probably told them that too, but 
with — I was getting a lot of rumors and allegations about people, 
but Dan Lasater had always been the subject of things I was told. 

Mr. Chertoff. What things? 

Ms. Wright. Oh, God. I didn’t maintain a Dan Lasater cata- 
logue, Mr. Chertoff. Things about — it was like the street talk is 
that it’s a low bid, or that it was drug use. And it’s a very difficult 
thing in public responsibility, Mr. Chertoff, as I am sure you are 
far more learned than I because of your previous experiences and 
positions, but you get told a rumor and you have to balance that 
very carefully. If it isn’t true, you don’t want to damage somebody 
because of it. 

And I did, over the course of the years before Mr. Lasater’s con- 
viction, I did have Colonel Goodwin check around with law enforce- 
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ment agencies when rumors were hot and heavy to see if anyone 
was investigating him. 

Mr. Chertoff. In particular, you asked Colonel Goodwin to find 
out if he was being investigated for drug activities? 

Ms. Wright. Probably. 

Mr. Chertoff. And you knew at this point in time, I take it — 
and when I say “this point in time,” I mean by March or April of 
1985 — you knew that there was information that, in fact, Mr. 
Lasater had paid a drug debt for Governor Clinton’s brother, 
Roger? 

Ms. Wright. No, sir, I don’t think I knew that. 

Mr. Chertoff. Wasn’t Roger Clinton testifying as a witness in 
a Federal criminal narcotics trial in U.S. District Court in Arkan- 
sas during the early part of 1985 in which he brought up Dan 
Lasater’s name? 

Ms. Wright. I don’t remember. 

Mr. Chertoff. Would it help you to remember if I showed you 
a newspaper article that was dated February 26, 1985, with the 
headline that says, “Governor’s brother testifies at Spa attorney’s 
drug trial”? 

Ms. Wright. I now remember the trial that he testified in, yes. 

Mr. Chertoff. The trial was of a guy named Anderson; right? 

Ms. Wright. Yes, sir. 

Mr. Chertoff. And Anderson was being tried for narcotics dis- 
tribution? 

Ms. Wright. I don’t remember the charges. 

Mr. Chertoff. It was a drug case, right? 

Ms. Wright. Yes, it was a drug case as I recall. 

Mr. Chertoff. Roger Clinton testified as a witness in the case; 
is that right? 

Ms. Wright. Right. 

Mr. Chertoff. He testified in the case, and this case was going 
on literally at the same time that you were gearing up to do this 
bond contract, Roger Clinton testified that Lasater had loaned him 
$8,000 to help him clear some drug debts; right? 

Ms. Wright. If that’s what it says. I didn’t follow Roger Clinton’s 
testimony carefully. I mean, I can’t affirm what Roger Clinton said, 
I’m sorry. I haven’t boned up on that. 

Mr. Chertoff. Whether you boned up or not, putting aside 
vague rumors, there was at the very same time you were dealing 
with Lasater as one of the bidders on this issue, a Federal criminal 
trial in which the Governor’s brother was giving sworn testimony 
under oath about having received a loan from Dan Lasater for 
$8,000 to clear the Governor’s brother’s drug debts. That’s not a 
rumor; that was sworn testimony at the same time. Is it your testi- 
mony that this news totally escaped you? 

Ms. Wright. No, sir, it isn’t, but I do not draw a conclusion from 
that that Dan Lasater was involved in drugs. 

Mr. Chertoff. Well, we’ll come to that in a second. Do you draw 
a conclusion from that that Dan Lasater had, in fact, done a sub- 
stantial favor for Governor Clinton’s brother by loaning him money 
to clear his drug debts? 

Ms. Wright. I would call that a substantial — $8,000 to Roger 
Clinton as substantial, yes. 
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Mr. Chertoff. Did you raise with the Governor whether there 
was an appearance issue that had to be dealt with if the Governor 
was involved in making decisions on a bond issue going on at the 
very same time this was being testified about in which Dan 
Lasater was the bidder? Did you address this issue? 

Ms. Wright. Mr. Chertoff, I didn’t have to address that issue. 
We were not involved in the selection of the finance team on that 
State issue. We were involved, as I have told you, in the establish- 
ment and maintenance of a process by which the State Police Com- 
mission made that selection. 

The award was based on bid and proposals that were in compli- 
ance with the process that was developed after a piece of legislation 
was passed and signed into law within that process. We were not 
involved in the selection of a firm. 

Mr. Chertoff. Now, we have already heard the testimony about 
who the lawyer was and who became the lawyer, enacted the legis- 
lation, we have seen the memo, the head count memo and the mes- 
sages back and forth to you and the Governor on Lasater’s bid. And 
you have also testified to us that you asked Colonel Goodwin to see 
whether there was an investigation pending of Mr. Lasater. 

Were you aware that at the very same trial, this one in which 
Roger Clinton was testifying at the very same time in February 
1985, that the defendant testified that he had been told or he had 
been asked to set up a sting operation or to target for law enforce- 
ment a number of people, including Dan Lasater? 

Ms. Wright. I might have been aware. I don’t recall. 

Mr. Chertoff. So that would indicate that, as of that period of 
time, there was actually sworn testimony in Federal Court that law 
enforcement authorities were looking to make a case against Dan 
Lasater. This escaped your notice or Colonel Goodwin’s notice when 
this review of Dan Lasater’s background was being done? 

Ms. Wright. I don’t know whether it escaped my notice or not. 
I told you, Mr. Chertoff, that on two or three occasions over the 
years that I was there, I did ask Colonel Goodwin to see whether 
there were drug investigations going on of Mr. Lasater. I recall 
that most of them came in the form of rumors but perhaps it came 
in the form of testimonies. I didn’t want State business going to 
someone who was under drug investigation. 

Mr. Chertoff. Did the Governor meet with Colonel Goodwin 
about the selection or about the particular proposals that were 
coming in from the investment companies before the award was 
made on May 10th? 

Ms. Wright. I don’t believe he did. 

Mr. Chertoff. Did the Governor meet with Colonel Goodwin in 
particular to ask him his opinion of the Lasater proposal before the 
selection was made on May 10th? 

Ms. Wright. I don’t recall that he did. 

Mr. Chertoff. Didn’t he, in fact, do it in your office? 

Ms. Wright. The Governor would go to a meeting in my office? 

Mr. Chertoff. With Colonel Goodwin about the Lasater proposal 
before the award was made. 

Ms. Wright. I might have been having a meeting with Colonel 
Goodwin on matters not about who to select on this bid and the 
Governor may have walked by and come in, but in the 7 years that 
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I was honored to have that office, the Governor had never sched- 
uled for a meeting in my office. 

Mr. Chertoff. Putting aside whether it was a scheduled meet- 
ing or a meeting that happened to unfold because people found 
themselves there. Was there a meeting or a discussion in your of- 
fice before the bid was awarded by the Police Commission in which 
the Governor specifically asked Colonel Goodwin what he thought 
of Lasater’s bid? 

Ms. Wright. I don’t recall it but there may have been. 

Mr. CHERTOFF. Is there any particular reason why, before the bid 
was awarded, the Governor would have been making a specific in- 
quiry of Colonel Goodwin about Lasater and his bid? 

Ms. Wright. Maybe by telling him rumors of an allegation about 
Lasater’s bid, like there’s street talk that it’s low 

Mr. Chertoff. I don’t want to 

Ms. Wright. — and he wasn’t quite as good about being precise 
as I in remembering that the issue here is to make sure it was in 
compliance, and it was audited or evaluated properly, analyzed cor- 
rectly. 

Mr. Chertoff. I want to be more precise, and I don’t want you 
to speculate. If you don’t know, don’t remember, I’m not trying to 
force you to give us testimony that you can’t comfortably give us. 

Isn’t it a fact that there was a meeting, whether it be scheduled 
or unscheduled, in your boardroom or your conference room at 
which the Governor was present and Colonel Goodwin was present 
in which the Governor asked for Colonel Goodwin’s opinion about 
the Lasater proposal before the selection had been made? 

Ms. Wright. I don’t recall it, Mr. Chertoff. 

Mr. Chertoff. Fair enough. Now let me finally turn to the issue 
of the review of the award by, I guess you said a communications 
study committee of the legislature that came after the Police Com- 
mission had awarded the contract to Lasater. I think your testi- 
mony was that after that award by the Police Commission, it went 
back to this legislative committee for review; right? 

Ms. Wright. For review and advice, I believe. 

Mr. Chertoff. Now during this, were you present or involved in 
this review process? 

Ms. WRIGHT. I was not the member of the Governor’s staff who 
was a member of that committee. I was — at this point we had 
passed another major milestone toward getting a new communica- 
tions system for the State Police, and I was back involved in trying 
to expedite its final approval and getting it installed. 

Mr. Chertoff. Who is Mr. Erxleben? 

Ms. Wright. He was the State Purchasing Director, Republican 
appointee of Governor White’s, who we maintained and who I 
asked to be a part of the team at the State Police Commission to 
design their process for proposal. 

Mr. Chertoff. Now, I want to put it in context. This is now after 
Lasater gets the contract and you are in the post-award process, 
and you’re setting up the documentation to make this bond deal go 
through. Do you recall learning that one of the Senators on the 
Committee specifically raised the question with Mr. Erxleben about 
whether the Mitchell firm was representing the State or the bond 
company in this transaction? 
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Ms. Wright. I remember that Senator Nelson, the Chairman of 
the Committee, expressed to us — he was obviously being fed a lot 
of the same information — expressed to us concerns about both the 
decision to finance and buy bonds and about the firm. I recall that 
an opposing losing firm, a competitive losing firm, directly appealed 
to try to get the Committee to revoke it. I recall having the State 
Police Commission and members of the award team go to that Sen- 
ator and try to talk him through and walk him through what was 
going on here and what the plan was. 

I recall that Senator saying finally publicly that he didn’t under- 
stand all this bond stuff and so therefore he wanted it to go to the 
interim committee on behalf of the legislature, the legislative coun- 
cil, and it went. I think there were two different meetings or two 
different votes, and finally the review and advice was given. 

Mr. CHERTOFF. To be brief, my question to you is, was there, in 
fact, a question raised after the fact about who exactly the Mitchell 
firm was representing? And this would be in the post-award. 

Ms. Wright. It could be, sir. I don’t recall that. As you can tell, 

1 recall — I don’t recall questions about the Mitchell firm’s represen- 
tation and involvement about that piece of legislation. 

Mr. Chertoff. I really only have about a minute more but I will 
hold back. I want to show you DKSN 17322. 

The Chairman. Let’s wait until we give it out. 

Mr. Chertoff. It is a handwritten note. Do you have the docu- 
ment? 

Ms. Wright. I do, sir. 

Mr. CHERTOFF. Do you recognize the handwriting? 

Ms. Wright. I recognize the category of the document, and this 
was one of many documents which was prepared at the Presi- 
dential Campaign before I arrived there, prepared by people who 
didn’t know Arkansas, didn’t know the people. This was the docu- 
ment I instantly discarded because there was nothing about it that 
linked the right people to the right information or had any bearing 
on truth. So it was deep sixed, file 13’d, something. 

Mr. Chertoff. It says, “Lasater ADFA.” Was this prepared by 
someone in response to an L.A. Times story? 

Ms. Wright. I have no idea. No, no, I was there as the L.A. 
Times story — I was there for the L.A. Times story on Lasater and 
ADFA, and this — I definitely — people outside of Arkansas refused 
to give me information on that. 

Mr. Chertoff. Since you recognize this to have been a campaign 
document, it makes a reference to “Buddy Young and Mike Gould — 

2 more days.” Who were those people? 

Ms. Wright. Buddy Young was the Governor’s head of security. 
Gould was the press secretary. 

Mr. Chertoff. “Clinton and Lasater in deals with State money 
and State Police bond for radios in 1985 or 1986. New high-band 
radio system for State Police, $20 million.” Was it your understand- 
ing this related to a story that either had appeared or was being 
worked on by the L.A. Times? 

Ms. Wright. It wasn’t my understanding. It was an irrelevant 
document. To me it is not a document I dealt with once I arrived 
at the campaign. My guess, in your reading it with this detail at 
this point, is that within a couple of days of my arrival, the L.A. 
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Times did a story on the State Police Commission award. And this 
may have, in fact, been notes taken by a volunteer on — or someone 
on the staff that the L.A. Times was working on a story on that. 

Mr. Chertoff. You don’t recognize the handwriting? 

Ms. WRIGHT. I recognize it as being someone who worked in my 
area, and I’m sorry, it’s just been too long for me to assign names. 

Mr. Chertoff.' It says at the bottom, “L.D. Brown — used to be 
in Governor’s security — concerned re: what he would say.” What’s 
that mean? 

Ms. Wright. It means nothing to me. It’s jibberish. 

Mr. Chertoff. Did you know who Mr. Brown was? 

Ms. Wright. I certainly did. 

Mr. CHERTOFF. Was he a member at one time of the Governor’s 
security detail? 

Ms. Wright. Yes. 

Mr. CHERTOFF. Did he have any knowledge concerning Lasater, 
to your knowledge? 

Ms. Wright. I have no idea. 

Mr. CHERTOFF. Have you spoken to him since the Presidential 
election? 

Ms. Wright. To Mr. Brown, no, sir. 

Mr. Chertoff. Have you asked anybody else to speak to him? 

Ms. Wright. No, sir. 

Mr. Chertoff. Well, let me make sure I framed the question 
properly. When did you start with the campaign? 

Ms. Wright. Toward the end of March, right before the Sunday 
edition of the L.A. Times carrying the Dan Lasater story. 

Mr. Chertoff. So you do remember the story? 

Ms. Wright. I do, sir. It made me so angry because it so dis- 
torted the truth of how that system was awarded and bid that it 
made me angry enough to decide yes, I would resign my fellowship 
at Harvard, and I would come back to Little Rock and work on the 
campaign. 

Mr. CHERTOFF. So then between March 1992, when you joined 
the campaign and the present day, did you ever either yourself or 
through somebody else ask or direct that somebody speak to L.D. 
Brown? 

Ms. Wright. About what? 

Mr. Chertoff. Well, we’ll get into topic later. Did you ask any- 
body to communicate with Mr. Brown? 

Mr. Cohen. Mr. Chairman, could I object on sort of scope 
grounds? 

The Chairman. I will state that I am going to ask Counsel to be 
more specific if you can be. 

Mr. Chertoff. What I would like to do, if I may, Mr. Chairman, 
is first find out if the witness ever asked — without getting to topic. 

The Chairman. After you came to work at the campaign back in 
March 1992 — is that right, late March 1992 — did you have occasion 
to seek out Mr. Brown to speak to Mr. Brown on anything specific? 

Senator Sarbanes. Mr. Chairman, wouldn’t she have had to 
speak to him about something within the scope of our Resolution? 

The Chairman. Well, obviously, so let me ask you, and I don’t 
say “obviously.” I’m not talking about an incidental, saying hello, 
somebody walking one way, another person walking another way. 
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Did you have occasion to seek him out to speak to him in connec- 
tion with any of the matters — and if you want me to list them — 
that the Committee is looking into, and you are aware of the areas 
of the Committee’s interest? Did you have occasion to speak to Mr. 
Brown specifically, whether in relation to Lasater or anything else? 

Ms. Wright. I recall running into Mr. Brown a couple of times 
and the extent of it was hello and how are you, how is Peggy, and 
how are the kids. 

The Chairman. So other than just running into him and saying 
hello — in other words, that’s exactly the thing I want to exclude. 

Ms. WRIGHT. I can’t remember any other exchange with him. 

The Chairman. You had no other exchanges, you never had occa- 
sion to seek him out to speak to him? 

Ms. Wright. I don’t recall having one. By this time, Mr. Brown 
was quite an adversary of the President’s, or of the Governor’s. 

The Chairman. Did you send anyone to Mr. Brown to speak to 
him with respect to matters involving the campaign or any of the 
matters that we are looking into? The reason I mention that is be- 
cause you were the damage control person at the campaign; right? 

Ms. Wright. I was the damage control person and I now that I — 
that what you’re — I’m back into guessing what you’re dealing with, 
where this is going. It comes to me clear out of the blue. I do know 
that he made an allegation that I sent someone to visit with him. 

Senator Sarbanes. Well, that allegation, if I’m working off press 
reports, is outside the scope of this Resolution. 

The Chairman. I’m not 

Senator Sarbanes. Well, I mean, if we are going 

The Chairman. I am asking the witness if she asked or directed 
anybody to speak to L.D. Brown now, and as it related to any of 
the matters that we are looking into or when she was the campaign 
damage control person. So I can’t get so specific that I can go 
through a list of things. We would be here for two days. If she did, 
say yes, or if she didn’t, say no. If you don’t recall, say you don’t 
recall. 

Senator Sarbanes. Mr. Chairman, if she talked to L.D. Brown 
about matters outside the scope of this Resolution, she shouldn’t be 
asked about that. She should be asked about matters within the 
scope. 

The Chairman. Senator, we have provided everyone with wide 
authority here, and I’m going to ask again. She’s indicated that 
other than — and if the witness wishes to correct the testimony or 
reflect on it — an occasional how are the kids, et cetera, that she 
has not spoken to him. Is that a fair statement? 

Ms. Wright. I am still a bit confused about why we are having 
this conversation, so I am going to try to see if I can 

The Chairman. I’ll tell you what, because I have a document 
here that says “L.D. Brown,” what’s that? 

Mr. CHERTOFF. “Used to be in Governor’s security — Concerned re: 
what he would say.” And it’s headed “Lasater/ADFA.” 

The Chairman. Where did we get this from? 

Mr. Chertoff. You have indicated it came from the campaign. 

The Chairman. Where did you get this from? 

Mr. Chertoff. We got it from Mr. Kendall’s production. 
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The Chairman. We got this from Mr. Kendall’s production, ap- 
parently came from the campaign. You were there, we have this, 
we are following this line. We are asking you, did you have occa- 
sion to speak to L.D. Brown with respect to either the Lasater mat- 
ter, campaign matters, damage control, et cetera. 

Senator Sarbanes. No, no, no. The Lasater matter, I think, is 
within the scope but not the other things. 

The Chairman. I am not attempting to draw you into a situation 
where you saw him at a gathering and said hello or you asked how 
are the children, or the pleasantries. Did you have occasion to 
speak to L.D. Brown after the 29th or late March, after you came 
on to the campaign team? 

Senator Sarbanes. Is this about Lasater/AFDA matters, as this 
memo is headed? 

The Chairman. You know something, Senator, if indeed, Ms. 
Wright had no conversations with him, she will tell us she had 
none. Now, she indicated previously that she does not recall any 
and that the only ones that she may have had were those that 
would be normal with somebody who is working with the Governor 
who she might bump into, say hello or how are the children. So I 
am asking that question again. Do you recall having any specific 
conversations with L.D. Brown as it relates to — let’s start being a 
little more specific — Lasater. 

Ms. Wright. No, sir, it would never occur to me that L.D. Brown 
would be a source of any kind of information about Dan Lasater. 
I have no imagination why one would ask him about Dan Lasater. 

The CHAIRMAN. The only reason I mention Lasater, specifically, 
is because we have here a memo, “Lasater/ADFA.” This comes from 
Mr. Kendall’s law firm. And it indicates L.D. Brown — his name is 
there. Now, you’re the damage control person, you were working on 
the campaign. Did you attempt to make contact with him with re- 
spect to damage control? 

Ms. Wright. I have already said that that is jibberish, it is unre- 
lated, it was written by people who didn’t know how to make A and 
B follow each other. It wasn’t anything I dealt with. I knew about 
the State Police Communication System, I knew who to contact on 
my own. I didn’t need someone who barely knew where Arkansas 
was putting L.D. Brown’s name on a piece of paper to guide me. 

I never spoke to Mr. Brown about anything substantive except 
that I did have a genuine interest in his wife and children. 

The Chairman. Fine. We understand that. And you never sent 
anybody to speak to him about anything of any substance? 

Ms. Wright. Mr. Chairman, I am aware that he has alleged in 
right-wing publications that I sent someone to talk to him. I as- 
signed no one to talk to him. There was a person who worked with 
me who did end up talking to him occasionally. He did send me 
messages back through her. And nothing that I can recall of that 
had one iota of connection or relationship to anything within the 
scope or interest of this Committee. It barely did to me. 

The Chairman. When you said he sent you back messages from 
this person, did this person work for you, work for the campaign? 

Ms. Wright. Yes, sir. Yes, sir. 

The Chairman. On the campaign? 

Ms. Wright. Yes, sir. 
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The Chairman. What message did he send back to you? 

Ms. WRIGHT. I have not gone back to try to refresh my mind. I 
don’t carry it around. I know it had nothing to do with Madison 
Guaranty, ADFA, Dan Lasater, Jim McDougal, whatever the scope 
of your — I know it didn’t have anything to do with this Committee’s 
interests. 

The Chairman. We have no further questions. I believe we have 
concluded. 

Senator Sarbanes. Mr. Ben-Veniste. 

Ms. Wright. Thank you. 

Mr. Ben-Veniste. I will only take a New York minute as opposed 
to a Majority minute. 

The Chairman. It’s a New Jersey minute now. 

Mr. Cohen. In that case, you’re done. 

Mr. Ben-Veniste. Almost. The involvement of your office in the 
selection process for the bond underwriting was nonexistent, is that 
your testimony? You did not try to get Mr. Lasater to get selected, 
and you did not try to knock out Mr. Lasater? 

Ms. Wright. That is correct, we were not involved in the selec- 
tion. 

Mr. Ben-Veniste. Both of those propositions were put to you: 
Whether you tried to get the business for Mr. Lasater, you have 
said no; whether you got involved in trying to knock Mr. Lasater 
out because Mr. Chertoff has read you some headlines about Roger 
Clinton testifying at trial where Mr. Lasater gave him a loan unre- 
lated to anything improper, that also did not concern you; is that 
correct, because you did not make the decision of who to select? 

Ms. Wright. That’s correct. 

Mr. Ben-Veniste. And finally, with respect to Mr. Lasater, even 
if somebody in some law enforcement capacity had expressed some 
interest in trying to run a sting operation against him, as Mr. 
Chertoff suggests, that, in your view, would not provide the basis 
for your office to try to knock out E.F. Hutton & Company, and ev- 
erybody else associated with this bid proposal, on the basis of that 
kind of a rumor; is that correct? 

Ms. Wright. That’s correct. 

Mr. Ben-Veniste. Nothing further. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. No. 

The Chairman. I want to thank counsel and I want to thank you 
for coming in. I’m sorry we went longer than anticipated. We stand 
in recess until Tuesday at 10:00 a.m. 

[Whereupon, at 6:16 p.m., the hearing was adjourned, to recon- 
vene at 10:00 a.m., on Tuesday, April 30, 1996.] 

[Appendix for record to follow:] 
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Mrs. Clinton about David Hale? • |19| Q Are you someone who has a k<hhJ memon 1 
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1 1 » RTC inwstigation ? 

j:i A Well, the first time I heard about it was 
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told somebody w ho supported Bill Clinton from 1:01 Q So. it was a September-October phonr cull “ 

California who was visiting in town that they had 1:11 A Correct. 

just sent a criminal referral up to the prosecutor in \ZZ\ Q You »» ere in the campaign headquarter- > u hen 
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A Involving the Clintons. 
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C> Who was that' 

A And I asked him^ 

Q Who wusthjiyfncnd? 

A Let meTtmsh. I asked him wheth 


3 there 


was any way to- find out w l tet l ier tnere was any grand 
jury consideration of anything that we could know . 
and he told me no, because those things would alway s 
be in secret. So there really wasn’t any way for me 
to find out if there was anything there or oot. 

His name was Bill Wilson. He was an 
attorney in Little Rock. 

Q Was BUI Wilson invtdved in your efforts in 
terms of defense work 1 

A No. I think that is the only time I ever 
talked to him. 

Q Who is Bill Wilson? 

A He was a criminal < 

Little Rock at that time. 

0 Now he is a federal m 


|20| A Correct. 

i:i| Q He was a law partner at the Wf ^ hr . Undse\ 
1 1 22 1 firm with Mr. Engstrom? 

Page 162 



had attended a cocktail party w here a person from 

had told him thai there had just been a criminal 
referral regarding k savings and loan official in 
Arkansas and it irriolved the Clintons. That's the 
totality of what I was told. 
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i:i Lindsey. 
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Ml A No. I didn't. Fortunately I didn’t know a 


2455 


Pepo of: Betsey Wright In Re: Whitewater January 26, 1996 cr:63422.0 


lioi 

nil 

1121 

1131 

II4| 

1131 

MM 

n 7 i 

|18| 

1 191 
1201 
1211 
1221 

III 
121 
13 1 
l<l 
I3| 
161 
m 

I8| 
|9| 
i tor 
INI 
1121 
1131 
1 1 4| 
H5| 
|16| 
M7| 
|I8| 
|I9| 
I20| 
1211 
1221 


111 
I2| 
I3| 
|4| 
|5| 
I6| 
I7| 
(81 
|9| 
1101 
INI 
M2| 
1131 
|U| 
1151 
|I6| 
I17| 
1181 
1 19| 
1201 
I2l| 
1221 


whole lot of criminal defense lawyers. I knew 
Mr. Wilson represented Roger Clinton. Therefore I 
knew he was someone who practiced criminal defense 
work in federal courts. So I just calledtjxsav-i 
there a way to know , is there a oubficrecord on 
this. The answer was no. lltefeisn't. and that was 
it. 

Q Did you spea/L lo anyone else other than 
Mr Wilson about tfie allegation of an RTC - 

A Not that I can irmember^-^ 

Q Have you ewr snoksty* 

A To jell you the taith, the words "RTC" 
weren't mentioned. The person was RTC, but I didn't 
/ J*age 163 

make the connection that it was an RTC referral at 
that time. / 

Q IYvu had no other conversation with anyone 
else aboift - strike that. 

Did therf conus a time when you discussed 
the fact ifiat thh communication from California with 
regard r<f criminal referrals regarding the Clintons 
and an Ji tL person with anyone other than Mr. Wilson * 
You lai nitfied that contact. Was there anyone cist 1 

A l don't think I did. I can't recall doing 
so. Usually when 1 couldn't verify things I did., t 
proceed on^hem. 1 did think that it was highly 
improper for an Official to be talking about a 
criminal referral at a cocktail party. With that in 
mind. 1 did on^e mention it to Mr. Kendall after he 
had been hired. But itVas so cold and so long ago 
that it was gone. \ \ 

Q Did you ask McWilson to take any actions 
with regard to the criminal referral ? 

A No I asked him whether there was a way to 
find out about it. 

Q Do you know whether Mr. Wilson contacted 
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anyone with regard to this? 

A He said there wasn't any way to know 
anything about it. 

Q Other than this communication with the 
person California about a criminal referral 
during tng campaign, did you haw any other 
communication with anyone about criminal referrals 

A I remembered I asked Hillary if she was 
aware of| any mend nf theirs who was in a savings 


and loan! business who migh be under criminal 
investigation, and we couldn't think of anybody . 

Q fhu was a conversation you had with 
Mrs. Clinton during the ’92 campaivn ? Was it - the 


same tirrw you spoke to Mr. Wilson you spoke to ; |4| 

Mrs. Clit ton ; correct? |5| 

A I mean, it wasn't at the same time, but it 'N 

was in tti at time period. t 7 l 

Q Prior to the election ? Prior to the '92 |8| 

'•lection? |9| 

A Yes. Ii0| 

Q Did you speak to anyone e/si ? 1 1 1 1 

A I don't remember anybody else. This is not 1121 
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1 1 1 anything I have thought about for a long time, 

121 frankly. 

Q Do you think you spoke to Ms. L\m h about 
he criminal referral ’ 

A I ddn!t remember doing so. 

Q Did yauhave staff meeting > with the « uhtr 
members of your defense group during the campaign i 
shich you would dtscufey- 
More team r 

Q uilbyqu have team \eetmgs ru discuss tin 
allegations thatwnpc being n 
A Ye 

Q You don t recall raisin c\hts issue of the 
criminal referral at the tedm meeriig ’ 

A I don’t remembendoing $o. 1 didn't have 
enough to go on. It is only ilt hindsight that I 
realized the real significane^of it. 

Q Do you know Paula C 
A 1 do. 

Q Haw do you know Podia C^w-v ? 

A Democratic party adiviti^s. 

Q In Arkansas ? I 

Page 16^ 

ii' A Correct. 

121 Q What do you knoy about the appointment >■ 

|3| Paula Casey * / / 

l-tj A I'm sorry?. 

|5| Q What doyou know ahodt the appointment of 

|M Paula Casey*dsU.S. Attorney ? \. 

PI Ar^othing. J] 

|8 1 Q — Did you huvv r ole in the appointment of 

|9| her? 

|I0| A None. 

|tl| MR. COLE: Do you know whether Governor 

1121 Clinton had any role in the appointment of Pauln 
1 13 1 Casey as U.S. Attorney’ 1 

1 1 4 1 THE WITNESS: Does the President do the 

|13| appointment? 

| IM MR. COLE: Other than the obvious. 

1 1 7| THE WITNESS: My assumption was that since 

|I8) she had worked for Senator Bumpers that it was a 
1 19| courtesy appointment Vok Senator Bumpers. That w as 
(20| my assumption. WhileW&had known Paula, she had 
|2I I never been that closely involved w ith the Clintons on 

L2ii their campaigns. 

Page I6f 

III BY MR. GH FFRA: 

121 Q Do you know Brent Buhtners 

_iii A 1 have met him, and he makes very good 


cookies. Have you had them, the Brent and Sam 
cookies? 

Q Haw you ever spoken to anyoiu - 

A It is his business. That's mainly how I 
know him. 

Q Haw y ou ewr spoken to Mr Bumpt i » about 
anything having to do with Whitewater or Madison »*i 
David Hah. Brent Bumpers' 

A No. 
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SECTION POLICE CCMKUNICATION STS TIM FINANCING 

Sec forth below are seme of che alternatives which the Arkansas Scat- Police 
Commission may utili :e in acquiring the proposea ccmmunicaci ens systems. The 
information which fellows is intended to provide you with a summary cf the 
items which our firm and che firm of Lasacer ana Company believe to be 

attractive- — alternatives for the Police Commiss ion commu nication equipment 

financing . 

FINANCING STRUCTURE 

From our' review of the needs of che Commission, it is fairly "“cl ear chat there 
are two basic structures which che financing of the acquisition of che 
communications system can take. The first of these structures would involve 
the .Issuance of long term fixed race tax-exempt bonds. The sec ond . .sc rucrure 
involves the issuance of tax-exempt Certificates of Participation in a lease. 
Each of these structures is more fully described below: 


TRADITIONAL BONE STRUCTURE 

The issuance of long term fixec race bonds is ar. alternative which che State 
Police Comal s si on can probably accomplish without slgclflcact changes in 
legislation or procedures. Basically, che Commission would issue bonds 

would be used to purchase the ccmuricaticni system from the chosen vender 
The Commission through che apprepriace issuer of che bonds vculd agree to make 
? -—r-r- . euffici-c: to cay che principal of and interest cn che bends. The 
fcrrdhcide rs w ould ha ve a lien on trie cjnaua.c a :.;r.G atultns.-.: nn t the 

pledged/ 'cc che bone issue. »Y -e *■' ' “•.v 1 **- : 

this alternative, it dees appear chat there is sufficient legal precedence tc 
allow this transaction to be created as a traditional revenue boed financing 
and — therefore comply with che constitutional , legislative, and— judicial 
requirements fer ncr. G.C. bend financing within che State of Arkansas. Such a 
financing will most probably require che use of seme form of supplemental 
security such as bond insurance or letters of credit in order to make che 
bonds more attractive to che investing public. 


CERTIFICATES OF PARTICIPATION 


A second and perhaps mere attractive means of financing the system would be cc 
utilize; the sale of Certificates cf Participation in a lease. This type cf 
C r a ns ac tfo *T“ts — very — ir t m i- lvn — i nr-f erm ■ tea ■ t radi t io nal: — bond r.a r.c i ng . Kcwe ve r , 
there may be a substantial and a significant difference in che legal 
interpretation of a "lease" subject cc appropriation. Basically, the 

Certific ate of Participation transaction (hereinafter "COP") would work as 
follows'. The State Police Commission would find the appropriate issuer of 
OOP’s (the "issuer"). The certificates once structured would be sold either 
through private placement or to che public. The proceeds of che sale of che 
certificates would be utilized to purchase the communication system and che 
State Police Commission would enter into an agreement through the issuer of 
the certificates to pay to the certificate holders an amount necessary to meet 
principal and interest payments on the certificates. 
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As you can see. cnis is very similar co Che abc’-e : racl nonal financing. The 
aujor difference, however, is chat unlike a traditional bond issue la which 
che revenue source sus: be ider.ciiiea, dedicated, ana pledged for che entire 

life— of che transaction, a CCP transaction is done subject co .annual or 

biannual appropriations. Ve believe chat such a transaction acre closely 
accomplishes che goals and desires and the standards and procedures of fiscal 
of fleers., throughout the State of Arkansas. However, because a CCP transaction 
i* subject to' annual app rop nations , TR? safTgUifrdT! rawrsary for protecting 
the certificate holders are somewhat more stringent. For example, there is 
included in che transaction a covenant chat the commission will not replace 
che leased equipment and chat the commission will not use the equipment during 
the term of the— lease— if -app-rop-rtacians— f-o-r—the— payment »— undejr^the lease are 
not made. Moreover, because of the uncertainty, however small, with respect 
to annual appropriation, it is often necessary co obtain some fora of 

supplemental security such as a letter of credit or bend insurance if the 

certificates are sole to the public. 

FINANCING ALTERNATIVES 

Regardless of which basic financing structure is chcsen, there are several 
. innovative bcnc techniques which ve vculc recommend chat the Police -Commissicr. 
review and utilise. Each of these items listed below is designed to provide 
the State Police Commission with increased flexibility and lower financing 
costs. The_u sa cf innovative finan cing technlcues implies a co mmitment on the 
part of investment bankers tc obcair!ng~a reduction in borrowing cost on their 
1 clients’ behalf. 

Describee are .c .c.._ -r.-i’.: -e l-lis-s :h = 7r:t» ?rli*.e r — issicn 

C«u -.1-1 *«. --1 -a - 

| ANNUAL TENTER ( PUT' OPTION 3CNTS 

1 The benefit to the State Police Commission in implementing this structure 
would be substantial . A bona issue inducing put bcncs vr.ll result in 

e interest cost savings of app roxiaately 2f to If basis points, a larger 
potential arbitrage amount, a significantly lower gross spread, ar.c 

consequently, a lower financing rate. This type of bond is discussed at 
greater length in the preceding section entitled 'Housing Finance." 

: CAPITAL APPRECIATION 30 NTS (CAPS) 

•* 

technique in several series of its Mortgage Revenue Bond issues. The concept 
{ has allowed AEEA to lower the True Interest Cost (TIC) of its financings ar.c 
s to include only the initial offering price of che bonds (not the final 
! I 04 c u r i t r-m T u e )~rdvard " r r 5— b cn d~ at i- ecacl c n-f i j r e h e-ye a tt ' 

t When this concept was first introduced to che municipal marketplace in 1SSZ, 
t CABs sola at yields signif icancly below chose of comparably raced and maturing 
! interest bearing bonds. This trend has been largely reversed during the past 
t several years, due primarily co insufficient call protection provided tc 
holders of CABs. At the time of marketing che issue, it is necessary tc 
reassess whether Interest cost savings will be achieved with CABs. 
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LONC-TFTUl FLOATING 1ATT MONTHLY DEMAND 3CNTS 
THE “LOWS FLOATS’ 

The “iong-tera floating race monthly demand bones, anecher Z.Z— Huc:on 
innovation, also achieves substantial Interest cost savings. There is a full 
discussion of this *ery attractive alternative in the ‘Housing Finance’ 
section of^this presentation. 


Additional information on communication financing can be found in the booklet 
entitled ‘Tax-Exempt Telecommunications Lease Financing* in Appendix C of 
Section 1C. * - 
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Lasater &-Cbmpanv 

t N V £ 5 T M E N T 5 ANKERS 


The Hcnoni 
3 i 1 1 C L i n c 3 n 

Gove rno r 

Scace C a-p i’ : 3 1 
Liccle iock, AX 

Oei r _C a vernc:: 

Thank y:u v • ; such f : : che Q55o::usi:y 33 s 1 : dawn i:.: v ; 3 : : 
v;::. you : e 5 a : 3 i 3 g ;h« many issues facing Arkansas 1:: : e 1 a : i v e 

c: areas is which lasacer £ Company car. assis: you in your 

« : : : r : 3 c o promoie a nr rave loo Arkansas. 

In a::ar 13 ma x 1 3 i c a our : a 1 a : 1 : r s r 1 p . I believe ; a : 1 : is 

essamial : h a : *-e rake soma ::s i; 174 s : j . : 3 13 sa: up specific 

lines 3 i o am u n 1 : a ; 1 ; n c c enable 0 3 c: 3 u r u n r a r 3 1 a n : 1 r y a^ rd 
co make sure : fr 0 s a 1 . n e”s are k e o : a 3 a n arc f u r. r : i 0 r i n g . 

To 3 e z i r. , la: ae 5 u 5 z e s r era: Lasacer £ C o m c a n 7 :« ar 
all f inane .nz crsocsals e - :*• ? : » : * ~ * : 

sugges: r hj^ — your — a e ? vo n — t-n — j u ; :: = :»r < — m — =-r 

■j r _ s r ; j _ o a n o r : o g . i o , h i : n a a . Ira.<a in: lar. h o u c y . 

Secondly, w a have discusser a p pci r. Caere of lonr.ia Spears 

io :>»■ Arkansas Housing Scare a nr I nav- confirmed cur uncar” 
scan ding regarding era appomcaen: in my 1 e : : a r of January II, 
l? 3 i, a nr I - an: co again reaffirm aur m ceres: arc casira in 

seeing hr. Spears in c h i s pas:::::,. 

Nixc , lac me s u g g e s c era: we believe : : v o u 1 c o e m your o a s c 
i r C e r_e s c ca sane a :eprasen:a:ive of your s:aff co ii :7 
Arkansas Housing an: Gave Lop men: scudv meecing wr.irr usually 

o rereads che regular meecing : : che agency. Normally, c h e scud y 

meecing, occurs or. che ch.rc Wednesday of a a c r mcncr. 




roarer. , we waulc recommend co you era: compecicive proposals oe 
required an ere up-coming aK 2 A : H a/Va financing c o perm*.: Hue:: 
co su3mic a proposal. I : is imccrcanc for us co know era: 

because w-a — n-a-v-e — m-a-d-e — c- - n... . : .:i» rs — rr~ H ' C CT TT: — 5fTh OTTm c o m p a c . :1 
proposals are accepcec, ic waul: leave us. Lasacer £ Company, 

in an un cenacle posicion. 


v 
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3i; Louisiana £fT«t • !_.rrt Itxi . Af«art*aj TCCl * !Gl/l»©*0069 
Nanonai Vao. 1*<3C0 o-»}-6C7I * Aruuu 'Vao. 1 -3CC * -*-8 1 
»l Cjfoorsr* ?'xa. .’itimouj* 3 * 110 t. 3ro«ari 3lvj. * LsuJifvUu. “‘OfiJj JJjCI • 105. **>■ W£8 
Naoonai Van. 1 - 400 - J ZT - oil 1 * “lonaa ‘Van: l-dCO-^K ?~ti 

SaSD V«*mc«r r-.tm M«aotr :<cjrinn inv««r ’mi^nun wi^intiun 
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Covinc: C l i a c o a 


If, l?3 i 

?ar* : 


Dan Ifaji d y , vine is very familiar vi:s s c a : e iovtr.au - a a d vh: 
Jervn oft the Cons:;: -a ::onal Coaveacioa is a loboyisc m: 
he is available or seracegy or any ocher marzers in which you 
believe his iapuz would he • e f f ec : i ve . Lee me eacourage you 
co call oa Oan; his experience and icaowledge is valuable. 


Z c addizioa, we would be sore comforzable if you would cake 
che o c : o : : u a i : y or ask someone on your sea:: co cake che :::cr- 

cuaicy c c appraise ae or ay scar: of any ac: Isas by you or 
youT sea:: prior cc any public aaaouaceaeazs so cha: we will 
ao: be surprised or in some ir. seances embarrassed because of che 
aaaounceaea c . 


u r..du 
your 
b e l i 


iy, I believe i; would serve- us bach well c : have regular 
ly aeecings bee wee a che two of us c: c : s cu s s che a : : ea»z s 
e ecoaosv or. Arkansas. 3:11, l d s a o l ask for ch:s c z ha 
a influence or : : cry : : apply ur.cua pressure you : r 
Adair, i s ; ra : ica bu: because c: ay background ia business Z 


v« 


your e 


s 


orcacce a bee 




c . zaa : e 


ere scare : : Arkansas- 
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| SUBJECT: AS? COmmUN MTATTONS SYSTEM 


: T He f i r.anci ng \ will 
Sub-cflr.si : :<»« cooorr 
; Friday. 


he d l s c uis s e d b? 
v and byj Le^lalac: v< 


che Conciur.l :ac t . 
Council on 


The C a p 1 c a l Resources ? r o vi o , which did noc gee che AS? 
Ccna: j a Ion's nod, incend C $ conceac Che award co Hutron , 
Uaa'.ir, ?.aaev on che : o 1 l!d v 1 n 2 polnca: 

i 


C a p 1 C a I offered a 
:i re, and 


, x e‘d race r a c h e r chaa 


^ 1 i • 

• * a M & 


! 2 . x ^ C a n ♦ c a I ' j ? ; -■ 2 n « *- 1 — w-.t-s- V 3 a TE on m o n r h 1 "v p ayaent s by : e 
3:a:* : c repay che debc while H , L , R baaed melt 

proposal oc nay-.enc* every 5 nanch-* 


poincs our *• * - - . . <* w .TH iwr::;en b** "3 , L , 2 1 

, v — o - r. n : n 1 7 pav-oencs C A c : 317 a reached, see highl'iarhcs 
oo pa;?* 3 ) . 


A proposal based on 6 aonch payaencs 
IT” a 1 1 0 v 3 ere scare cg earn In ceres: 
revenues durici cnac b aionch period. 
:h 1 3 Is noc allowed under c h a law an 


can be lower becaaae 
on che pledged 
C a d 1 c a 1 a r ? u e 3 char 
written. 


I have discussed c h I s wich Saa, and he la looking 1 1 c . 



1 


'4 


\ 
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*ti fir r 


/7 ^ 'h*Aju 
auy ^»^ - <^r> V o ■ « ■" ^ «.-o 

r LjI i ..:...y^ -fc &L*U-U 

szr* , 


K. {NCe^-S U5V* u^M -uaj^- 
•T^afl»WW^^c»ujy r v 



C'tf‘V-FV' 


fata^V\£j Cu/a ' 6-f\Ujjt>r 

■ijaCOjdirxs&^W'Ofla 




C"- 





/ y 


L. 


^sleXin^, Lg~*Z£-^ • 


/ n^LL — La *a3fc-~ y /rU2Ly&*jL JiJ n** t,**$ 

c^x-vt. -_ ■ zfe. _ 

LjJjLr- ? DKSN027162 



2467 


STATE , '>F \Ra.\N; \> 
OFFICE OF THE GOVERNOR 



Rt'jncrxs: 


/ lP / Lo.$*i+ Y ‘ 

7V£ 4A*>- 


U I ' 7x Ki‘ ^ 

^ / U TS * h • 

i^W/ /*S /vc?" ^7' vc cf 

p^Se/'A W fil^^iS c «.<*:+ i 

v / 7 c ^ a ff &O 7>« ^ *"> 5 • 

\ 



X \ 


% 


\ x 


\ 




DKSN'026 


2468 



MORTGAGE BANKERS ASSOCIATION 

OF ARXANSAS 

■ P r e s ident 


ry Kent, Vice President 


Lai -r y Date*, ~Secretar^ 
Gene Holman, Treasure: 




I would like to reccanend that James T. Bell be appointed 
to the Arkansas Development Finance Agency Board. 


Mr. Bell has been in the mortgage banking business in_ 

Arkansas for sixteen years. He is a past President of the 
Mortgage Banker's Association of Arkansas. In addition, he 
has been involved in bond issue financing more than anv one 
lender in the State. His knowledge of bond financing as re- 
lates to real estate would be of great assistance to your new 
board. 



P. O^Bqx 8701 Little Rock, Arkansas 72217 


501-225-1000 


PAE02EU5 CURRENT MEMBERS OF BOARD NUMBER 053 R0596 

DATE 01/24/8* ARKANSAS DEVELOPMENT FINANCE AUTHORITY PAGE HO 53 
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•(ithertestme^ 
‘X|sdrilg trial 

-I .J iwAvi-Jv; •• ; < , f "3i4T|i:k , lt ^ 



■1 .. ■ 

at Spa aptira 

l' 1 'fX- '■ ,'i ,0| vi'-UV- ^ 

liWity III k. I'm «&4 to (all htiMhfii" firf bKkjt 

•. ,» - 1 : MS8L ol-edtalff l*T 
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». . ... r ' • \ i ounces ci cacaitf in 

nld tlit Jury hi sold*. gtU* and a(W golhg I 
Anderson oh aeveyai.'’:flbrlngs clUb for.t'ah ht 

u-.. — . U Lli u* till H* 



k Hot- 

I w ’ 

h t t06f :. 
iitdlen 4 


ilHItVAndi ,, 

{Mildly,™ pirtartl bf what ha money to pay Rodrlguat j 
fought for* tiaill. . After borrowltti th«j 
Ahatrinh la atausld of pur- from Lai ater CllhloRJ 
chasing tcjalna froth Cllnton-pald Rodrlguii 4 


llrlkHN'' 



By JERRY MITCHELL 
-B-BBliffWrltor 


noger Clinton, 28, the brother 

• Of, Gov. Bill Clinton, teatlfled 
i Monday In U.S. District Coult 
j t hdt "my life and my family's' 

• life was Id considerable jeop- 
ardy" due 16 his cocaine debts. 

flogel Clinton told h la best 
(friend, Dan Lasater, a Florida 


( alnessman and racehorse 
ner, about Ills drug debts, 


Lasater loaned him $8,000, 
llhton testified during the trial 
»f 8am Anderson Jr., 2(1, of Hot 

5p 


situ Andeiifvu *i. t ^u, ui nut r , . •»*<. 

BprViiga. a local attorney Mis aHi ( * ,} ' } 

:hargecl'wlth-trocalne-dlstTlbu^ M > rea 7" 

Ion U.S. District Judge Oren ciinlon dt so pleaded guilty to 
Harris la presiding. onq count, of, distributing 00# .1 

Cllntoh aalil at first he tried lo calrt^/ * ' *: ’V ' V 

brotect Anderson when Invest!' Hwreoel«wd *Jwo-year prison 


tylltoMiatna, Qee. tJ : aflei\h< had* 


. ( already. pleaded 'fullttatp.cd “ 
' fcslne charges -lor 


o me! Hint he 

. said when sentenced Jan ‘ 
When asked by Olardy P ' 

1 fold not tell the truth abob _ 
.Mind transaction Vhlchf CH 
ttdn toid the grand (dry Idvdv 
£ J u 


nJ28.;' 
r IVhy he. 
out £ co- 

ur s Jhf Clln- 

>tcm UJId the grand )dry Idvdved 
f Andkraon and took plaoh June 
.31,1034, he replied (hat he.'Wai 


In a "slate of shock." ) 

The government 'dirdpi 


tithe 

fcharge of distributing (oca I he, 
after Clf rdy fltiwl $n alibi wKlOh . 
showed Anderson wal ih Foil* 
WoAtyJbneSTA \l 

i • • •* 8ee 


ife Ih Foil 

/ftrr„ y 

ILen^s^el' I 


^SUdH IMI» 


T. 


In, lie would b« df- IbllUtiiij dftd tntdMallfC" 

Dt_lhe_amnmi>r of .rgteliyiLlii>8ey»*l J t • • ’ 1 "7 

« Clinton nljd received l» three- 


[•tors told him 
cited 

1984./ , 

UJS. Attorney Asa Hutchinson 
iskjfed Clinton why he Is testify- 
bL 

My life wks ollpplng away 
m me, ..." he replied. "I 
ught I had a friend In Sam 


Clinton then broke Into tears: 


Cllntoil srrld Monday he wii 
slipping lulo ilabt with Rodri- 
gues and "tl'ln was causing fVIc- 
tlon.” 

Clinton then arranged to buy 
10 to 10 oiliiceS of cocaine for 
him and Anderson from llotfrl- 
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4 *l want to be honest Wlth‘ # gUes, with the majority oftho eo- 
myself. This Is ■ very good step to K<> Anderson, Cllnlbn 

In Dial direction .... Il'i • itep lo >*ld. 


Clinton 




• , if-” 
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about today?’* Clardy 
•iked. "AN you atfll In • Male of 
•hock?" • 

. "Quite frankly 1 am," Clinton 
replied. 

I Cllnton-aald he lold cocaine 
to government informant Hod- 
ney Meyi ri Ion three occasions 
for three grama, with prices be- 
tween $1(0 and $150 per gram. •, 
Clinton saloihe bought the co- 


caine on June 2 I; I *504 
Meyers from Andersjn. 

Clinton said he to *k ha a 
Meyers offer to aet ulm up 


Ing condominiums. J , 

* Olardy- asked If Mveri 
sdugnl hit aid for < ilUtln 


governor'! help la 1 1 ft I 
building ben. 

, Mark Webb, of th< U S. 
ney'i 'office, objects I to 


for tlmony aa Irrelevant i 

Kerris sustained the obJec* 
Joke tlon. •• • * • « • 

•ell- Myers testified that he bought 
cocaine from Clinton on JUite 20 
had ahd that Clihton told him the.co*; , 
l the caine Waa from Anderson. ' 
ng a Myers aald he received a $200 
check for airfare from the 


Artdensdn lend his wife, Debbie , leave the f&a&nJ building 
durlhg ,,crun recess. (Photo by David \/ann) 


king statement, 
rhlnson told the Jury that 
will koe Whet life on the feat • 
k In Hot Springs, Atk., In 
hrid 1004 waa like .... Every* 
track ha# Its end and Will* 
haa kn end In this koUrt* 

■ hiorti ■" 41* •! 

..’"’CUrdy «ild In hi, op.nTrfe 
,i T *ten.enl that Anderaoh ha*\ 
'uied cocaine but hea been Dot's' 
• been charged with that 

Clerdjr spent moat of hU llml 
attacking the credibility of CllmJ 
^tort an i Witness 2 nd argued that I 
Clinton decided to uae Ander-j 
as a "ackpegoat.” '} 

. ‘A nine-woman, three-mart Jury! 
waa selected by noon Monday,! 
arid one man and one woman 1 
Were selected aa alternates. The 
trial la expected to laat several} 
daya, possibly a week. | 

Clardy filed a motion Mondsyji 
requesting a determination of| 
whose fingerprints were /found 
on a bag of cocaine rord id 
Mbyera June 20. The govern*, 
ment acid in a motion Friday 
that tho fingerprint! were nql 
Anderson's. 

. Clardy aald In courl MbndayX 
-he^ll^alMhe-teb-Htnnlclan 1 
who examined the bag to deter- 
mine whose fingerprints they, 
•re. ; 

Clardy alao requested permis- 
sion to play videotaped convert 
aatlona between Clinton, Meyers 
“wwrtvthdra ar.dtiTTlTltKFd numer-, 
&us pages of transcript from 
,thb*e conversations In the court 
Ncord. 

, The trial wilt resume at 6:30 
f ifc. lobby In federal court. , • 
ftodrlgue* may testify for the 
prosecution during today's pro-* 
ceedlngs.. ' 
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INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


TUESDAY, APRIL 30, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington, DC. 

The Committee met at 10:00 a.m., in room 216 of the Hart Sen- 
ate Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 

OPENING COMMENTS OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. The Committee will come to order. 

At this time I am going to ask our witnesses, Mr. Mitchum, Mr. 
Goodwin, Mr. Myers, and Mr. Young, if they would all rise for the 
purpose of taking the oath. 

[Whereupon, Johnny B. Mitchum, Former Commissioner, Arkan- 
sas State Police; Thomas L. Goodwin, Former Director, Arkansas 
State Police; John W. Myers, Investment Adviser & Actuary; Paul 
B. Young, Jr.; Vice President, Public Finance Department, T.J. 
Raney & Sons; were called as witnesses and, having first been duly 
sworn, were examined and testified as follows:] 

The Chairman. I would ask if any of the witnesses have any 
statements that they would like to make before we start, we would 
be pleased to receive them? 

Mr. Mitchum. 

SWORN TESTIMONY OF JOHNNY B. MITCHUM 
FORMER COMMISSIONER, ARKANSAS STATE POLICE 

Mr. Mitchum. Nothing. 

The Chairman. Mr. Goodwin. 

SWORN TESTIMONY OF THOMAS L. GOODWIN 
FORMER DIRECTOR, ARKANSAS STATE POLICE 

Mr. Goodwin. No, sir. 

The Chairman. Mr. Myers. 

SWORN TESTIMONY OF JOHN W. MYERS 
INVESTMENT ADVISER & ACTUARY HIRED TO 
ANALYZE POLICE RADIO UNDERWRITING PROPOSAL 

Mr. Myers. No, sir. 
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The Chairman. Mr. Young. 

SWORN TESTIMONY OF PAUL B. YOUNG, JR. 

VICE PRESIDENT, PUBLIC FINANCE DEPARTMENT 
T.J. RANEY & SONS 

Mr. Young. Nothing. 

The Chairman. Senator Sarbanes, do you have a comment or a 
statement before we start? 

Senator SARBANES. No, I am ready to go right to the questioning, 
Mr. Chairman. 

Senator Mack. Mr. Chairman. 

The Chairman. Senator Mack. 

Senator Mack. I wonder if I may make a comment? 

The Chairman. Certainly. 

OPENING COMMENTS OF SENATOR CONNIE MACK 

Senator Mack. Given yesterday’s report in Newsweek that the 
First Lady’s fingerprints were found on the long-lost billing 
records, I would like to ask that this Committee subpoena the FBI 
agent who conducted the analysis of the original records. It is clear 
to me that, whoever left those records in the White House resi- 
dence is guilty of a felony. It is a question of who and what crime, 
perjury or obstruction of justice. 

This is one of the most serious questions I think this Committee 
has to answer. If the FBI analysis brings us closer to a conclusion 
as to who is behind the mysterious appearance of these records, I 
think we have a duty to examine that evidence. I would assume 
that we would coordinate with the Independent Counsel’s Office so 
as not to interfere with the pursuit of this matter. 

The Chairman. I think it is important to ascertain the correct- 
ness — the facts as it relates to whose fingerprints may or may not 
be on the billing records. I don’t think it is fair to anybody to have 
it out there that indeed the First Lady’s fingerprints may or may 
not be on there. I think, aside the question of the First Lady, the 
question of whose fingerprints, if any are there. That is something 
I think we should ascertain. 

Recognizing that the original documents were sent to the Inde- 
pendent Counsel. The manner in which we proceed to obtain them 
is something that I will look to Mr. Chertoff and Mr. Ben-Veniste 
for their advice as to the best manner in which to go forward. We 
have a number of other issues, legal entanglements, that they are 
reviewing, I will ask them if they wouldn’t review them for us and 
suggest the appropriateness of seeking this information. Specifi- 
cally, first, whose fingerprints, if any, are on the billing records; 
and, second, the manner in which they might advise us to move 
forward on that. I will ask them to confer during a break and we 
would go forward from there. 

Senator Mack. I thank the Chairman. 

OPENING COMMENTS OF SENATOR PAUL S. SARBANES 

Senator Sarbanes. Mr. Chairman, could I just observe that I 
think the use of the language “felony, perjury, and obstruction of 
justice” is a gross unfairness. We don’t have any facts that would 
support any of that. 
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Talk about leaping to conclusions. You know, it's quite reason- 
able to think that the reason — if those fingerprints are on there, as 
has been asserted in a press story which I take it reflects a leak 
which, to the credit of the Independent Counsel’s Office, they have 
denounced in very strong terms. A perfectly rational explanation 
for it is they were placed on there in the course of 1992 when ap- 
parently these records were being looked at as part of a response 
to questions raised during the campaign. 

I don’t think it does a service to anyone, and it certainly doesn’t 
serve a fair and objective inquiry, to come in and start using lan- 
guage of that sort this morning. 

The Chairman. Well, we are going to review the matter. I think 
it is absolutely essential that we ascertain whose fingerprints, if 
any, are on the documents. I don’t think it is fair to anyone to have 
a story — and, of course, that raises a question of how did that even 
get out, but that is another matter. 

Senator Mack. Mr. Chairman. 

The Chairman. Certainly, Senator. 

Senator Mack. Mr. Chairman, I think it’s important here, again, 
what I said was: Whoever left the records would be involved, in my 
opinion, either in perjury or an obstruction of justice. “Whoever.” 
I didn’t say a particular person. But this Committee, as well as 
other Committees, and the Independent Counsel, have pursued this 
information for 2 years and they just showed up one day. And to 
kind of imply that somehow or other I have jumped to a conclusion 
by using these words, I think is a distortion of what I had to say. 

The Chairman. We will review that. I believe it is important be- 
cause if certain people have fingerprints there, the questions are: 
How did they get there? When did they get there? Why and when 
did they have access to them? And were they responsible for bring- 
ing the documents there? So that is a very real concern and it does 
raise important issues. 

Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Good morning, panel. 

Mr. Goodwin, you were the head of the State Police in 1984 and 
1985; correct? 

Mr. Goodwin. That’s correct. Yes. 

Mr. Chertoff. Am I right that it was in 1984 during the course 
of flying back from the funeral of a trooper who had been killed 
that you recommended to the then-Govemor that a new rehabili- 
tated communications system for the State Police be purchased by 
the State? 

Mr. Goodwin. That is correct. 

Mr. Chertoff. Mr. Young, you were part of the syndicate of in- 
vestment companies that ultimately got the contract to underwrite 
and sell the bonds? Is that correct? 

Mr. YOUNG. Yes, that’s correct. 

Mr. CHERTOFF. You were with the firm of T. J. Raney & Sons? 

Mr. Young. That is correct. 

Mr. Chertoff. Who were the two other members of your group? 

Mr. Young. E.F. Hutton and Lasater & Company. 

Mr. Chertoff. Lasater & Company was a company owned by 
Daniel Lasater? 
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Mr. YOUNG. That’s correct. 

Mr. Chertoff. Did you know Daniel Lasater before you joined 
him in this syndicate? 

Mr. Young. I did not. 

Mr. Chertoff. Now, I take it that because there were three 
partners in this syndicate, you agreed to split expenses three ways? 

Mr. YOUNG. That is correct. 

Mr. Chertoff. For example when you got legal bills they would 
go to one of the partners and then the other partners would be 
asked to contribute their share? 

Mr. Young. That is correct. 

Mr. Chertoff. Am I also right that when you were dealing with 
these kinds of expenses, like legal bills, it was the typical require- 
ment that the bills be itemized? You would get a lot of detail about 
what you were actually paying for? 

Mr. YOUNG. Well, it’s my recollection that there was really only 
one bill that we received other than those that were settled at clos- 
ing. And that bill did have some detail of time and expense ex- 
pended. 

Mr. Chertoff. I take it that’s important because under the regu- 
lations that control public Finance in the municipal securities area 
you need to have some degree of detail and itemization on bills that 
are being paid by the underwriting group? 

Mr. YOUNG. I think that’s just good business. 

Mr. CHERTOFF. Did you ever get a bill or a request for money 
from Lasater & Company that didn’t give you any clue as to what 
they were asking for? 

Mr. Young. I don’t think I received a bill that didn’t give us any 
indication of what they suggested it was for. 

Mr. CHERTOFF. Did you ever get a bill that didn’t have any item- 
izing details? 

Mr. Young. We did get a bill, and I think that was a part of the 
documents that we submitted to the Committee that indicated 
what they expected to be reimbursed for at closing. 

Mr. Chertoff. I want to direct your attention to that bill. I 
think it’s in your package. It is dated August 21, 1985, and it was 
produced by your company. 

Mr. Young. Is it in this package of information? 

Mr. Chertoff. It is in this package of information in front of 
you. It might be the first document, in fact. 

Mr. YOUNG. I didn’t see it as I glanced through this information. 

Mr. Chertoff. All right. I’m going to have someone take it down 
to you. 

Mr. Ben-Veniste. Do you have a number on this? 

Mr. Chertoff. It has got a little number "15” on the bottom in 
handwriting. 

Mr. Young. All right. Here it is. I see it. 

The Chairman. Could we just hold up for a moment? Let’s see 
if we cannot get some copies made for the Senators as well. 

Mr. Chertoff. While we are waiting, you can look at the bill. 

Mr. Young. I have looked it over. 

Mr. Chertoff. Apparently there is a problem with the copying 
machine, and I do not know where the other copies are. 
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The Chairman. Let me suggest this, while we are trying to get 
copies made, Mr. Chertoff, that you move on to some of the other 
witnesses. All right? Or another part of the question. 

Mr. Chertoff. Let me ask you this, Colonel Goodwin. You first 
learned about this contract, or the possibility of this contract, when 
you were flying back with Governor Clinton from this funeral. Is 
that right? 

Mr. Goodwin. We were flying to the funeral. 

Mr. Chertoff. And you raised the issue with him; right? 

Mr. Goodwin. Yes, I did. 

Mr. Chertoff. Then you had further discussions about this early 
in the next year in 1985; is that right? 

Mr. Goodwin. Early in 1980 — in fact, I think there was probably 
continuous conversation about it throughout that time. 

Mr. Chertoff. Was there a point in time that Governor Clinton 
indicated to you that Dan Lasater, or Lasater’s group, was inter- 
ested in this contract? 

Mr. Goodwin. No, sir. 

Mr. Chertoff. No? 

Mr. Goodwin. Any particular time? 

Mr. Chertoff. Yes, was there a time in 1985 before the contract 
was actually awarded to Lasater 

Mr. GOODWIN. I don’t think I ever knew of it until we advertised 
for proposals, and proposals were submitted in April 1985. 

Mr. Chertoff. At that time you learned that Lasater was inter- 
ested? 

Mr. Goodwin. Yes. 

Mr. Chertoff. Did you have a discussion with the Governor 
about that? 

Mr. Goodwin. Yes. 

Mr. Chertoff. What did the Governor say to you about it? 

Mr. Goodwin. The Governor either said or implied — and this 
was after a brief conversation — Mr. Lasater had a reputation, I 
think everybody that was in the position to know, knew that Mr. 
Lasater was a user of cocaine — and the Governor either implied or 
said: We need to find out if Mr. Lasater is in trouble. We sure don’t 
want there to be a chance of any of these financial institutions get- 
ting the contract and being arrested in the middle of it, something 
to that effect. 

Mr. Chertoff. Now, I want to be quite clear on this. It is your 
testimony that at the time the Governor — did the Governor raise 
this with you, or did you raise this with him? 

Mr. Goodwin. I honestly cannot remember. I know it was dis- 
cussed with him, but I do not know if I raised the question or if 
he did. 

Mr. Chertoff. The understanding in the discussion was that 
Mr. Lasater was someone who used cocaine; right? 

Mr. Goodwin. That’s correct. 

Mr. Chertoff. In that discussion with Governor Clinton, did you 
raise with him whether it was appropriate to have someone who 
uses cocaine being the underwriter on a bond contract for a State 
Police Communications System? 

Mr. Goodwin. No, I don’t think I did. 
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Mr. Chertoff. Do you see a problem with that, having a finan- 
cial adviser with a cocaine problem doing State work? 

Mr. Goodwin. In my mind, yes, I would have seen a problem. 
However, Mr. Lasater had not been arrested, convicted, or even in- 
vestigated. 

Mr. Chertoff. We’ll get to that in a second, but I want to start 
with this. You have indicated to us, and you have testified to this 
in your deposition, that you and Governor Clinton and other people 
as well understood or knew that Dan Lasater was a cocaine user. 
Did that fact alone in your mind create a reason to disqualify him 
from getting this State contract? 

Mr. Goodwin. Yes, I would say it did. 

Mr. Chertoff. Did you say that to the Governor? 

Mr. Goodwin. Probably not in those words, no. 

Mr. Chertoff. Did you say it in any words? 

Mr. Goodwin. Well, again, I think if I didn’t say it I implied it. 

The Chairman. Let me ask you this, Mr. Goodwin. Did you indi- 
cate that you were concerned? 

Mr. Goodwin. Yes, sir. 

Mr. Chertoff. What did the Governor say to you? 

Mr. Goodwin. I think that’s when he said, you need to find out, 
you know, if there is a possibility that Mr. Lasater would be ar- 
rested in the middle of this transaction. That may not be the exact 
words, but that’s 

Mr. Chertoff. The substance. 

Mr. Goodwin. — essentially what it boiled down to, yes. 

Mr. Chertoff. That is important because it seems to me what 
you are saying is that you raised the question of having someone 
who has a cocaine problem handling this deal, but what the Gov- 
ernor came back to you with is not, we ought to find out whether 
the guy uses cocaine and disqualify him if he does, but rather 
whether he was going to be arrested or caught for using cocaine. 
That’s what you said in your testimony, too. The Governor’s focus 
was not on does he use cocaine; it was on whether he was going 
to be arrested while he was handling the transaction. Correct? 

Mr. Goodwin. That’s the way I remember it. I think that that’s 
the only way it would have affected him if he had of been arrested. 

Mr. Chertoff. So you were to find out basically whether there 
was an investigation in the works that was targeting Mr. Lasater? 

Mr. Goodwin. Yes. 

Mr. Chertoff. Did you do a background check on Mr. Lasater? 

Mr. Goodwin. No. 

Mr. Chertoff. Do you do background checks on bidders nor- 
mally when they bid on bid contracts for the State? 

Mr. Goodwin. No. 

Mr. Chertoff. At the time you went out to examine whether Mr. 
Lasater was potentially the target of an investigation, were you fa- 
miliar with the fact that in one of his former investment firms, was 
a partnership with a fellow by the name of George Locke? 

Mr. Goodwin. Yes, I am. 

Mr. Chertoff. He’s a former State Senator? 

Mr. Goodwin. That’s correct. 

Mr. Chertoff. And he had been a partner in Mr. Lasater’s pred- 
ecessor firm? 
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Mr. Goodwin. Yes. 

Mr. Chertoff. Am I right that around the same time this dis- 
cussion came up, which is to say in early 1985, there was actually 
a Federal Court case, a bankruptcy case involving Mr. Locke? Do 
you remember that? 

Mr. Goodwin. I remember it. I remember that Locke was ar- 
rested. I don’t think we had any investigative work done within 
that case. I’rh not familiar with it at all. 

Mr. Chertoff. Let me see if I can refresh you a little bit. Do you 
remember that at the same time that Mr. Lasater was being con- 
sidered, or was in the mix for this contract, there was a Federal 
Court case going on in Little Rock in which a Federal bankruptcy 
judge, made a statement, or made a determination that he dis- 
believed Dan Lasater’s sworn testimony, and that there was evi- 
dence that he was involved in a conspiracy to defraud creditors of 
Mr. Locke? 

Mr. Goodwin. No, sir, I’m not aware, or I don’t remember that. 

Mr. Chertoff. Where is Federal Court in Little Rock relative to 
where your offices were in Little Rock? 

Mr. Goodwin. The Federal Court in Little Rock is downtown on 
East Capitol Street, about 700 West Capitol, something like that. 
My office was located about 6 miles west in the western part of Lit- 
tle Rock. 

Mr. Chertoff. Would it have been difficult to send someone 
down to Federal Court in Little Rock and get the records of Mr. 
Lasater’s testimony and the Finding by the Federal judge that Mr. 
Lasater had lied under oath? 

Mr. Goodwin. I don’t know if it would have or not. I don’t even 
know if we were aware that the trial was going on, or what the 
testimony was. 

Mr. Chertoff. Now, I still want to keep focused on this effort 
that you made at the Governor’s request to find out the likelihood 
that Mr. Lasater would be arrested or be the target of an investiga- 
tion during this transaction. 

At around this same time, again in early 1985, while this work 
was being done on this radio issue, there was a trial of a lawyer 
by the name of Anderson, also in Federal Court in Little Rock, that 
was a drug case. Do you remember that case? 

Mr. GOODWIN. I remember Anderson, and I remember a problem 
with him concerning drugs; yes. 

Mr. Chertoff. And that was a case in which the Governor’s 
brother testified as a witness? That’s Roger Clinton? 

Mr. Goodwin. I don’t know if I was aware that he testified as 
a witness or not. I probably was. 

Mr. Chertoff. It was in the newspapers? 

Mr. Goodwin. Like I said, I don’t remember, but I’m sure I was 
aware. 

Mr. Chertoff. Do you remember from the trial that Roger Clin- 
ton testified that Mr. Lasater had loaned him $8,000 to pay off a 
drug debt? 

Mr. Goodwin. I remember reading that in the newspaper, and 
probably saw it on the evening news. 
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Mr. CHERTOFF. Did you also know during the trial that one of the 
witnesses testified that there was actually an ongoing undercover 
effort to target Dan Lasater for narcotics trafficking? 

Mr. Goodwin. When would that have been? 

Mr. CHERTOFF. In the trial in February 1985, which is a matter 

of a month or so 

Mr. Goodwin. No. 

Mr. CHERTOFF. — before the Governor spoke to you. 

Mr. Goodwin. No, sir, I don't remember that. 

Mr. CHERTOFF. Let me see if I can refresh your memory by show- 
ing you a portion of an article in the Arkansas Gazette. It is DKSN 
17635. It has a headline that says, “Didn't Have Large Cocaine 
Dealings With Roger Clinton, Lawyer Testifies.” 

Mr. GOODWIN. It's headed “The Governor’s Brother Testifies That 
Spa Attorneys” 

Mr. CHERTOFF. No. I think it is the next couple of articles. It is 
a 3-column article from The Gazette. 

The Chairman. If you look at the monitor, Mr. Goodwin, you will 
see what it looks like. 

Mr. Goodwin. All right. I have it. Yes, sir. 

Mr. CHERTOFF. Am I right that at this point in time the Arkan- 
sas Gazette was one of the two statewide newspapers? 

Mr. Goodwin. That's correct. 

Mr. CHERTOFF. I want to direct your attention to the middle col- 
umn. It is reporting on the testimony of Mr. Anderson, who is the 
lawyer who was charged with cocaine dealing in this particular 
case. You see there is a little subhead that says, “Meeting Ar- 
ranged” and it goes down and it says: 

In the summer of 1984, Anderson said Roger Clinton contacted him and told him 
that he had to see him. They arranged to meet in a boat on Lake Hamilton because 
[Roger] Clinton said he didn’t want to be seen in a public place with Anderson 

Then I can’t read the next few words. 

Anderson said [Roger] Clinton told him that he had been approached by State Po- 
lice investigators and that he was “very, very frightened . . . , totally frightened 
to death.” He said [Roger] Clinton informed him that the investigators wanted to 
“set up” three people — [Roger] Clinton’s drug supplier, Anderson and Lasater. 

Do you remember reading that article? 

Mr. Goodwin. I don't remember reading it, but I remember the 
investigation. I think we were deeply involved in the investigation 
on Roger Clinton. 

Mr. CHERTOFF. What this indicates is that in February 1985, 
which is 2 months before the Governor asks you about Dan Lasater 
and whether he is going to be the target of an investigation, 2 
months before that request from Governor Clinton, there was actu- 
ally sworn testimony in U.S. District Court reported in the news- 
paper that you've acknowledged is based on an investigation your 
own police were involved in that indicated specifically that Lasater 
was the target of a drug investigation. Is that correct? 

Mr. Goodwin. I don't think that is correct; no, sir. I don't think 
we started the investigation on Lasater until after the contracts 
were awarded on the communications system. 

Mr. Chertoff. Well, the article is dated February 28, 1985. It 
is based solely on sworn testimony in a Federal Courtroom with a 
prosecutor, a defense attorney, a judge and a jury. This witness 
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gets up and takes the oath and testifies that he was told that there 
was an investigation — that he’d been told by Roger Clinton that 
Roger Clinton had been asked to set up Anderson, a drug supplier, 
and Dan Lasater. 

This testimony in Court occurred 2 months before the Governor 
asked you whether Mr. Lasater was the subject of an investigation 
or the target of an investigation. Is it your testimony you were un- 
aware of any efforts to target Mr. Lasater as reported in this paper 
and as sworn to in Federal Court? 

Mr. Goodwin. What I remember is that on the Lasater investiga- 
tion, that sometime shortly after this financial transaction on the 
communications system, one of our employees, an investigator in 
the Criminal Investigation Division, I don’t know if you’d say luck- 
ily, or just happened to talk to a former employee of Mr. Lasater, 
which started the investigation on Mr. Lasater. 

Now, I know his name was mentioned back during the time we 
were investigating I guess Sam Anderson and Roger Clinton, but 
I don’t think we ever did an investigation on him. 

Mr. CHERTOFF. I take it you neither brought to Governor Clin- 
ton’s attention nor did he bring to your attention anything about 
this testimony in Federal Court in a case in which his own brother 
testified which established that Lasater had been the target of a 
drug investigation as early as February 1985, before the contract 
was awarded? 

Mr. Goodwin. No, sir. I don’t think he ever brought it to my at- 
tention, and I don’t think I was ever aware of it. If I was, I have 
forgotten it. 

Mr. Chertoff. Let me go back to this bill, Mr. Young, I asked 
you about, which I now think we all have copies of. It is a bill 
dated August 21, 1985, and it is to you from Michael Drake, Senior 
Vice President of Lasater & Company. What it says is: “Lasater & 
Company submits the following expenses for reimbursement on the 
referenced transaction: Travel, entertainment, and miscellaneous 
$750; Legal, organizational, and miscellaneous $26,500.” Do you re- 
member getting this bill? 

Mr. Young. Yes, I do. 

Mr. Chertoff. And am I correct that this bill differed from other 
bills you had received earlier involving legal expenses from the 
Mitchell Williams firm which actually had a detailed, itemized list 
of what the firm did? 

Mr. Young. Yes, that’s correct. 

Mr. Chertoff. What did you do with this bill? 

Mr. Young. It is my recollection that when we settled the ac- 
count for this transaction, we paid the $750. 

Mr. Chertoff. Did you pay the $26,500? 

Mr. Young. No, we did not. 

Mr. Chertoff. Why not? 

Mr. YOUNG. As you pointed out, I don’t think they submitted any 
detail for what this out-of-pocket expense was. 

Mr. Chertoff. And was this a matter that was discussed at the 
board of T. J. Raney & Sons? 

Mr. Young. I don’t recall, or I wouldn’t have any way of knowing 
because I’m not a member of the board, or wasn’t a member of the 
board of T. J. Raney. 
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Mr. Chertoff. Did you hear about discussions at the board of 
T.J. Raney about this $26,500 and what it was for? 

Mr. Young. I do not remember that. 

Mr. CHERTOFF. Was there some question about whether this was 
a legitimate bill, since it had no backup and no detail? 

Mr. YOUNG. Well, without any detail about what it was for, clear- 
ly if we didn’t pay it we had some question about whether it was 
something we should pay. 

Mr. Chertoff. Did you call Mr. Drake up and ask him what the 
heck the $26,500 was for? 

Mr. Young. I’m sure I probably did. 

Mr. Chertoff. What did he tell you? 

Mr. Young. I don’t recall. 

Mr. Chertoff. Did he give you any detail? 

Mr. Young. He must not have. We didn’t pay it. 

Mr. Chertoff. I can reason that out myself. What I’m trying to 
get from you is what actually happened? I mean, here you get a 
bill for a sizable chunk of change. It has no backup. It makes com- 
mon sense you’re going to call Michael Drake up. You’re going to 
say, what is it? What did he say to you? 

Mr. Young. I really don’t recall. Looking at the bill, I would have 
thought that maybe it might have been just a way to readjust the 
profit percentages in the transaction; just, in effect, a request for 
a little bit more of the pie, so to speak. 

Mr. Chertoff. In other words, you thought it might be a way 
to get some money that was not really for legal, organizational, and 
miscellaneous expenses, but would be used for some other reason? 

Mr. Young. Well, just in effect, would be a little bit higher profit 
distribution. 

Mr. Chertoff. And that was never paid; right? 

Mr. Young. That’s correct. 

Mr. Chertoff. Speaking about law firms, your syndicate actu- 
ally hired the Mitchell Williams firm to work for you in the period 
that was running up to the preparation, the passage, and the sign- 
ing of the legislation that authorizes this police contract; right? 

Mr. Young. Early on I’m not sure I considered that we engaged 
them, so to speak, to work on our behalf. They did work on behalf 
of our team, together, to help develop the legislation and other 
things to implement the transaction. 

Mr. Chertoff. It was, in fact, Mr. Lasater who hired them to do 
it; right? 

Mr. YOUNG. If there was some arrangement early on that 
amounted to an engagement, they would have done that; correct. 

Mr. Chertoff. This is now-Governor Jim Guy Tucker’s law firm; 
is that right? 

Mr. YOUNG. I think that Governor Tucker was a member of that 
firm at that particular time. 

Mr. CHERTOFF. Of course, he wasn’t Governor at that time; right? 

Mr. YOUNG. Right. Correct. 

Mr. CHERTOFF. Now, you actually got bills from Mr. Tucker’s law 
firm for the work they did during this period of time before the leg- 
islation was passed; right? 

Mr. YOUNG. I think that we got a bill, and I think that again was 
a part of the submission of materials we presented to the Commit- 
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tee. We got a bill that was forwarded to us from Michael Drake 
that had been submitted to their firm by the Mitchell firm request- 
ing that we pay a portion of that expense — a third, as I recall. 

Mr. CHERTOFF. So there is no mistake in your mind that in the 
period during which the legislation was being prepared, that the 
Mitchell firm was working for your syndicate and you were paying 
the money to do the work on the bill; right? 

Mr. YOUNG. They were working with us in that effort, and after 
the legislation was passed we received the bill and, from my recol- 
lection, we paid a third of it. 

Mr. CHERTOFF. I want to even show you, there is an itemized bill 
which is in your package. It bears the handwritten number “83” in 
the corner, and it is dated February 20, 1985. It is “For Services 
Rendered as of 1/31/85.” I want you to turn to page 83. The num- 
bers are at the bottom. Do you see a statement for 1/18/85, “Review 
revised DFA” — that would be Development Finance Authority — 
“Bill for Governor's Office, prepare revised bills for distribution.” 
Do you see that? 

Mr. Young. I see that. 

Mr. CHERTOFF. That is part of the bill that you shared in paying 
for the Mitchell Williams firm's work on preparing this bill, which 
began as an ADFA bill, and then later became the Police Radio 
Bill; is that right? 

Mr. Young. That's what that statement appears to refer to, but 
I don't recall that it was originally drafted as an ADFA bill, but 
that may have been the case. 

Mr. CHERTOFF. And you paid this bill? 

Mr. Young. I think that is correct. We paid a third of it. 

Mr. CHERTOFF. So you and your syndicate, this firm was working 
for you and you were paying them for preparing this legislation; 
right? That is what it says in the bill. 

Mr. Young. Well, it says in the bill that it was a bill to Lasater 
& Company. It wasn’t a bill to our firm, or our account. 

The Chairman. You did pay one-third? 

Mr. Young. Yes, we did. 

The Chairman. Come on, let's stop quibbling. 

Mr. Chertoff. I want to read you the testimony of Ms. Betsey 
Wright last Thursday: 

Ms. Wright. There were no bids. We were establishing legislation. The Mitchell 
firm wrote our ADFA legislation, Mr. Chertoff. This was a spinoff piece of separate 
legislation. The Mitchell firm obviously was going to continue doing this. I know 
nothing about the Mitchell firm's relationship with Mr. Lasater, nothing. I’m not in 
the business of keeping track of who has what law firm. 

Now this is again Betsey Wright. You remember Betsey Wright? 
She was the Chief of Staff to the Governor at this time? 

Mr. Young. I do know who she is. 

Then we go on: 

Mr. Chertoff. Whether or not, now did you know that they had been hired to 
work on this particular matter by Dan Lasater? 

Ms. Wright. I did not. 

Then she concludes by saying: 

Ms. Wright. All I know is that the work that the Mitchell firm did at our request 
in working with us was on our legislation that was part of the Governor’s package 
on the Governor’s initiatives and it had nothing to do with whatever else they were 
doing for Dan Lasater. That’s all I know. 
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Now, you would agree with me, Mr. Young, that that’s not true? 
That this bill — which you paid one-third of — absolutely proves that 
when they were prepared this ADFA bill for the Governor’s office, 
they were actually working for your syndicate, for Mr. Lasater, and 
you were paying them for it. Right? 

Mr. Young. They were working as part of our group, and to the 
extent that we made a payment on the bill, I guess you are correct 
that they were working for our efforts. 

Mr. Chertoff. And Betsey Wright is incorrect when she says 
that they were working exclusively for the Governor? 

Mr. Young. Well, I cannot really evaluate the accuracy of what 
she’s saying. 

Mr. Chertoff. In fact, would you agree with me that the reason 
that you — I mean, you actually began this effort to get this contract 
working with Hutton, and Lasater only came in as the third part- 
ner a little bit later? Is that right? 

Mr. Young. No, that is not correct. 

Mr. Chertoff. Well, putting aside the timing of this, would you 
agree with me that the reason Lasater was brought in was pre- 
cisely because Lasater was seen as having a relationship with the 
Governor? 

Mr. Young. No, that is not correct. 

Mr. Chertoff. I want to read you the testimony of Mr. Michael 
J. Drake concerning his conversation with Dan Lasater back at the 
time, and this is at page 87 of his deposition. 

Question: Could you explain to me in your words how you relayed that to him and 
how you characterized it? What did Mr. Synder 

Answer: I said, as well as I can remember — it was a long time ago — a T.J. Raney 
has come to us, because of your relationship with Bill, to try to get this legislation 
passed that will enable us to take a proposal to the State Police Commission to sell 
these securities and help them acquire this new communications system, this hot- 
shot thing Motorola has come up with. 

You dispute that you went to Lasater & Company because of Mr. 
Lasater’s relationship with Bill Clinton? 

Mr. Young. That’s correct. 

Mr. Chertoff. You dispute Mr. Drake’s testimony? 

Mr. YOUNG. That’s not my recollection of what 

Mr. Chertoff. Mr. Drake also goes on to say, “We chose the 
Mitchell law firm in Little Rock to draft the legislation for us.” 
Now, you agree that that part of the testimony is true and is sup- 
ported by the bill; right? 

Mr. Young. That’s correct. 

Mr. Chertoff. Did you know that the Mitchell firm also ren- 
dered the legal opinion that ultimately decided the outcome of the 
bidding contest between the Lasater group and First Capitol, which 
was the bidder that was the kind of next-in-line to get the contract? 

Mr. Young. They did what? I’m not sure I understand what your 
statement was. 

Mr. Chertoff. Didn’t the very same law firm that you guys paid 
for to write the legislation with the Governor’s office, didn’t they 
also get called upon to write the critical opinion that wound up de- 
termining that the Lasater bid would be the winning bid on this 
contract? 

Mr. Young. No, they did not. 
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Mr. CHERTOFF. I am going to show you a letter dated May 16, 
1985, from the Mitchell Williams firm. It is in your package. Take 
a moment to get that out. Do you recognize that? 

Mr. YOUNG. I have not seen this letter. If I have seen this letter, 
it’s been some time ago. I don’t recall it. 

Mr. Chertoff. Mr. Young, let me set the stage. The stage is that 
when this selection was made, First Capitol, which was one of the 
competing bidders, complained because what they said is that the 
Raney/Hutton/Lasater bid was based upon a proposal that allowed 
the winning bidders to kind of keep the money and invest it for a 
period of 6 months before they distributed it back to the investors. 
What the losing bidder said was, “Hey, we didn’t know you were 
allowed to do that under the law. As we read the legislation, you 
have to pay the investors every month. And if we had known that, 
we could have redone our bid and beaten the Lasater Company.” 

To resolve this critical issue of interpreting the legislation, not 
surprisingly the Director of Purchasing turned to the Mitchell Wil- 
liams firm and got an opinion from the Mitchell Williams firm 
which had drafted the legislation that said that it was within the 
legislation to have Lasater structure the deal the way he had done 
in his bid. And that is what allowed Lasater to win the contract. 

So my question to you is this: Whether or not you specifically re- 
member this letter, Mr. Young, do you recognize the Mitchell, Wil- 
liams, Selig, Jackson & Tucker firm, Jim Guy Tucker’s firm, that 
wrote this opinion that made the final decision on who would win 
this as being the very same firm that wrote the legislation for the 
Governor’s office while you were paying them to do it? 

Mr. Young. Well, I would disagree with your statement about 
what the issue in this letter is. This letter says the question pre- 
sented is whether Section 5 of the Act requires the lease payments 
as defined in Section 3 of the Act are required to be made on a 
monthly basis to investors who purchase an interest in a lease 
agreement authorized by the Act. 

Mr. Chertoff. Right. This is my last question. Wasn’t the com- 
plaint that was raised by the losing bidder that they thought you 
had to pay on a monthly basis? Whereas, the Lasater, your group, 
took the position you could hold the money for 6 months and invest 
it and then pay the money back after you’ve made some money in 
the stock market, or in other securities? And didn’t this letter 
reach a decision that said that the proposal that your group put in 
was in fact permissible, not withstanding what appeared to be in 
the law a requirement of monthly payments? 

Mr. Young. Our proposal was prepared, in my recollection, ex- 
actly like all the other proposals that were presented to the State 
Police. I think the one that you are referring to was the only one 
that interpreted the law as requiring monthly payments to inves- 
tors. They simply misunderstood the law. And the other presenters, 
or proposers, on this transaction had other law firms in addition 
to the Mitchell firm involved with their transaction that took the 
same interpretation we did. 

Mr. Chertoff. The legal firm that decided that your interpreta- 
tion was right and theirs was wrong was the legal firm that you 
had hired; right? 
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Mr. Young. They presented an opinion on that issue. I don’t 
think that resolved the question of who had the best proposal. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Counsel. 

The Chairman. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Good morning, panel. 

Before we get into the business of this panel, let me simply note 
that in addition to the leak relating to Mrs. Clinton’s fingerprints 
being present on the billing records, there was an additional leak 
that we ought to mention, I guess, in the spirit of equal oppor- 
tunity leaking from the Independent Counsel’s Office, to say that 
Margaret Williams’ fingerprints were not found on the billing rec- 
ords. We’ve had much speculation and much to do about whether 
Ms. Williams carried those records out of Mr. Foster’s office, the 
presumption being made that they were in Mr. Foster’s office the 
night of Mr. Foster’s suicide, and it would seem that those conclu- 
sions by the FBI are equally consistent with the notion that Ms. 
Williams did not handle those billing records. 

The record that we have established is that in 1992 these records 
were the subject of press inquiries during the 1992 campaign; that 
they were reviewed by Mr. Foster and others; and it was certainly 
logical that Mrs. Clinton would have handled them in 1992. 

So getting to this morning’s hearing 

Senator Sarbanes. Mr. Chairman, could I just interject there? 

The Chairman. Certainly. 

Senator Sarbanes. I do think that this question of leaks is an 
important one. We discussed it last week, and we obviously will fol- 
low up on it. But I do want to read in what the spokesperson for 
Mr. Starr said. She said: 

That the Office would not comment on the accuracy of reports that Mrs. Clinton’s 
fingerprints had been lifted off the billing records, or even whether such investiga- 
tive information exists. 

We do, however, take seriously the claim that confidential information might have 
been disclosed. The public disclosure of any investigative information by a member 
of this office or any other law enforcement agency would constitute an intolerable 
breach of confidentiality. 

I just think that ought to be in the record. We had that article, 
and then there’s a story today that says, “FBI fingerprint experts 
who found First Lady Hillary Rodham Clinton’s prints on long-lost 
Rose Law Firm billing records . . So now it has become, as it 
were, supposedly an established record. It just shows how this 
thing progresses. It goes on to say, “. . . did not find those of her 
Chief of Staff, Margaret A. Williams, law enforcement sources say.” 

This kind of leaking of material really makes it very difficult to 
carry on, I think, an orderly inquiry by this Committee, and it cer- 
tainly complicates the inquiry by the Independent Counsel. 

The Chairman. If I might, Senator, I think that goes to the heart 
of the matter that Senator Mack raised. I think we should ascer- 
tain how we can go about getting that information, and whether it 
is true or not true. I have no way of knowing, nor have I indicated 
that I believe fingerprints are there, or not there, or whose may, 
or whose may not be there. 

I am somewhat surprised that there are any fingerprints, given 
the manner in which the original papers were handled. We had ex- 
tensive testimony with respect to that. We had the testimony that 
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came from Jane Sherburne who was here. Ms. Sherburne was con- 
cerned about the methodology, whether they should make copies at 
the time, or exactly what should be done, and she raised that issue. 

I think there was the counsel, Mr. Schulke, who was there for 
Ms. Huber, as well as Mr. Kendall, and the judgment was made 
to make copies and to send the original over to the FBI. So I don’t 
know whether there are any fingerprints there. Certainly no one on 
this Committee had this information. No one on this Committee 
could have leaked it. Whether it was leaked from FBI sources or 
sources with the Independent Counsel, I have no way of knowing; 
and whether they are legitimate or not; or whether Maggie Wil- 
liams’ fingerprints are there or not there, or the First Lady’s, I just 
don’t know. 

But I do believe that Senator Mack’s request is one that this 
Committee should follow through on. The manner in which we do 
it I would certainly, as I have indicated, look to work with the Mi- 
nority Counsel and with the Ranking Member to establish a meth- 
odology for attempting to find out whose fingerprints, if any, were 
on those billing records. 

Senator Sarbanes. I don’t object to the method. I do object to the 
use of the terms “felony, perjury, and obstruction of justice” as 
though it was some sort of established fact. I note that in the story 
in The Washington Post it was pointed out that it was possible 
Mrs. Clinton handled these records during the 1992 campaign. 

The Chairman. Well, it could be 

Senator Sarbanes. And that story goes on to say, “Fingerprints 
can remain intact on some materials, including paper, for years.” 
So, you know, it is one thing to try to get an explanation; it is an- 
other to sort of leap and start making charges or accusations. 

The Chairman. I think it is important that we 

Senator Mack. Mr. Chairman. 

The Chairman. Yes, Senator Mack. 

Senator Mack. My colleagues on the other side want it both 
ways. They want to charge that I’m jumping to conclusions, but yet 
in the same discussions they make the charge that the Special 
Counsel, the Special Prosecutor, is the one responsible for leaking 
the information, which is somebody jumping to a conclusion there. 
I mean, all I am doing is raising the issue here, and I think it is 
a legitimate issue to raise. 

Senator Sarbanes. All I did was quote the language of the Inde- 
pendent Counsel. I didn’t make the charge one way or the other. 
I mean, they’re the ones who have the records, and as I understand 
it, are doing the fingerprint examination. But in any event 

Senator Mack. I am referring to Mr. Ben-Veniste. He certainly, 
I think, made the comment that the Special Prosecutor or Inde- 
pendent Counsel had leaked that information. 

Mr. Ben-Veniste. Well, if I may, what I said was that the FBI, 
or the Independent Counsel, someone working with these records, 
appeared to have leaked the information, and I think that’s consist- 
ent with the statement made by the Independent Counsel’s Office 
which regretted the fact that a leak had occurred. 

The Chairman. I think we all regret when leaks occur. But I also 
think we shouldn’t rush to judgment, and I am not suggesting who 
did or didn’t, but there’s a question as to some information that ap- 
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peared back in late January or early February. I am convinced that 
no one from our staff leaked that; that there was great access to 
those documents. We’ll attempt to narrow that down, who may or 
may not have in this instance, and certainly it would appear that 
no one from the staff has ever had any access whatsoever to it. 

But questions remain: What about the facts? Are there finger- 
prints? I don’t know. Should we ascertain if there are? I think it 
is reasonable before we conclude our inquiry to certainly attempt 
to ascertain that. The appropriate manner in which we do it, I am 
going to leave to our two distinguished Counsels to see if they can’t 
work out in what manner we should proceed to get the information 
as to whose fingerprints, if any, are on there. That I believe is ap- 
propriate and is something I think we should follow through on. 

Mr. Ben-Veniste. 

Mr. Ben-Veniste. I presume that my time has been restored? 

The Chairman. We will give you whatever time you feel is nec- 
essary. 

Mr. Ben-Veniste. Thank you. 

Let’s talk about, in context, what this contract back 11 years ago 
in Arkansas between the State of Arkansas and the Bond Under- 
writers was all about. First, let’s find out what it’s not about. Is 
there anyone on this panel who believes that this bond contract 
had something to do with the Madison Bank or Madison Savings 
& Loan? 

[Witnesses nod in the negative.] 

Mr. Ben-Veniste. Did it have anything to do with Whitewater? 

Senator Sarbanes. You are all shaking your head “no,” but that 
doesn’t show up with the reporter. So if you don’t think it had any- 
thing to do with it, you need to say, no, it didn’t. 

Mr. Young. No. 

Mr. Myers. No. 

Mr. Goodwin. I have no knowledge. 

Mr. Mitchum. No. 

Mr. Ben-Veniste. Did it have anything to do with the White- 
water investment which was entered into, as I understand it, back 
in 1978? Did this transaction somehow intersect with Whitewater? 

Mr. Young. No. 

Mr. Myers. No. 

Mr. Goodwin. No. 

Mr. Mitchum. No. 

Mr. Ben-Veniste. So we are looking at a transaction that in- 
volved the State of Arkansas and some business that it was doing 
with bond underwriting back 11 years ago that had nothing to do 
with the McDougals, Madison Savings & Loan, or the Whitewater 
investment. Just so that we are all on the same page here. 

Mr. Young. Yes. 

Mr. Myers. [Nods in the affirmative.] 

Mr. Goodwin. That is my understanding. 

Mr. Mitchum. No, sir, not to my knowledge. 

Mr. Ben-Veniste. Now since we are looking at this, I suppose 
what one would want to find out, if there was some kind of a rigged 
or phony deal back 11 years ago in Arkansas, was whether this 
whole bond underwriting was a pretext to build a bridge, as it 
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were, over a gully that no one travelled over, essentially something 
that was unnecessary. 

Let me turn to you, Mr. Goodwin. Your background is with the 
Arkansas State Police. I understand you had 38 years of service be- 
fore your retirement? 

Mr. Goodwin. That’s correct. 

Mr. Ben-Veniste. Who appointed you to be the Director? 

Mr. Goodwin. Governor Frank White. 

Mr. Ben-Veniste. Governor Frank White. Was he a Republican 
or a Democrat? 

Mr. Goodwin. He was a Republican. 

Mr. Ben-Veniste. When did Governor White appoint you to be 
the Director of the State Police? 

Mr. Goodwin. July 1, 1981. 

Mr. Ben-Veniste. Mr. Mitchum, what was your role back in the 
1980’s in Arkansas? 

Mr. Mitchum. Relative to this issue, I was on the Arkansas 
State Police Commission. 

Mr. Ben-Veniste. As I understand it, you served on the Arkan- 
sas State Police Commission from 1982 until 1989? Is that correct? 

Mr. Mitchum. That’s correct. 

Mr. Ben-Veniste. Who appointed you to the Arkansas State Po- 
lice Commission? 

Mr. Mitchum. Governor Frank White. 

Mr. Ben-Veniste. So you were also appointed by a Republican 
Governor prior to the bond underwriting that we are going to look 
at here today? 

Mr. Mitchum. That’s correct. 

Mr. Ben-Veniste. Now do either of you individuals feel that the 
proposal put together by Raney, E.F. Hutton, and Lasater was not 
the best bid put in for that contract? 

Mr. Mitchum. I believe it was the best deal for the people of Ar- 
kansas. 

Mr. Ben-Veniste. Mr. Goodwin. 

Mr. Goodwin. Yes. I had to depend on other people, but I think 
I depended on good people; good, honest, and hard-working people. 

Mr. Ben-Veniste. Mr. Myers, you are an actuary? Correct? 

Mr. Myers. That’s correct. 

Mr. Ben-Veniste. You were brought in by Mr. Mitchum, if I un- 
derstand it, to essentially run the numbers to compare the various 
bids that had been put forward for this underwriting contract? 

Mr. Myers. That’s correct. 

Mr. Ben-Veniste. What was your conclusion, sir, as to who had 
put forward the best bid for the State of Arkansas? 

Mr. Myers. I believe at the time that I concurred with their deci- 
sion that it would be the Raney/Hutton/Lasater bid. 

Mr. Ben-Veniste. Of course, Mr. Young, you were a partisan 
since you were a part of that triumvirate who put in the best bid, 
but I take it your position was that you had put forward the best 
bid? 

Mr. Young. Yes, it was. 

Mr. Ben-Veniste. Now let me ask whether there was a need for 
police radios in Arkansas in 1985? Mr. Goodwin, could you tell us 
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how it came to pass that you needed to raise the funds which this 
bond underwriting addressed? 

Mr. Goodwin. Well, to begin with, the system we operated under 
was a low-band AM radio system. If I'm not mistaken, our studies 
showed that we got about 35 to 40 percent coverage statewide with 
that system. 

Mr. Ben-Veniste. What does that mean? That more than half of 
the State was out of radio communication? 

Mr. Goodwin. More than half the State was dead as far as police 
communications. The new system brought us up, and the contract 
was for, to 90 percent coverage, statewide — 90 percent coverage 90 
percent of the time. All indications that we got from the surveys 
that we ran, they exceeded the 90 percent required. 

Mr. Ben-Veniste. Was there a particular incident in Arkansas 
that highlighted the need to upgrade and replace the existing radio 
communications network for the State Police? 

Mr. Goodwin. Yes, I think it did. I don't know that it really had 
anything to do with it, but we had a trooper by the name of Louis 
Bryant that was shot and killed on a traffic stop just east of De 
Queen, Arkansas. 

Louis Bryant was in one of those dead spots where he could not 
call into his Troop Headquarters. I confirmed that myself shortly 
after the killing by being in that location and tried to transmit out. 
Yes, that particular case was used as an example of why we needed 
a new system. 

Mr. Ben-Veniste. So it is clear beyond any doubt that there was 
a need to replace the antiquated communications system being 
used by the Arkansas State Police in the mid- 1980's. Now the ques- 
tion is: Was it appropriate to raise the funds to pay for the new 
radio communications system by issuing bonds. Was there any 
question about that in your mind? 

Mr. Goodwin. I don't recall any questions, ever, by anybody that 
it was inappropriate to do. 

Mr. Ben-Veniste. So there was a need for the radio equipment. 
There was a need for a way to finance the purchase of the radio 
equipment. And there is no one who says that it was inappropriate 
to finance those purchases through the use of bonds. 

That radio equipment has been in place now for 11 years. Was 
there any suggestion that the equipment or the purchase of that 
equipment was a phony deal, or was rigged in some way, and you 
got kind of a lemon that no one else would take? 

Mr. Goodwin. To my knowledge we had very little criticism — the 
biggest criticism I think we had probably came from the Sheriff's 
Departments who did not have the funds to actually piggyback onto 
the program. You know, I don't know if it was disappointment or 
what, but there was some feedback from Sheriffs on it. 

Mr. Ben-Veniste. But in terms of the State Police itself, you in- 
dicated that with the upgraded system, the new system, you now 
had better than 90 percent coverage statewide by your troopers 
communicating through the new equipment; correct? 

Mr. Goodwin. That's correct. 

Mr. Ben-Veniste. Now let's talk about how the process went for- 
ward. Mr. Mitchum, were you specifically designated to be the 
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hands-on representative of the State Police in connection with the 
solicitation and receipt of the bids? 

Mr. Mitchum. Not specifically. 

Mr. Ben-Veniste. What role did you play? 

Mr. MiTCHUM. Since I was the only Commissioner with a finance 
background, I became sort of the in-house number-cruncher, if you 
will, by virtue of my 

Senator Sarbanes. When did you become a Commissioner, Mr. 
Mitchum? 

Mr. Mitchum. In 1982. 

Senator Sarbanes. Is that by appointment of the Governor? 

Mr. Mitchum. Yes, sir. 

Senator Sarbanes. Confirmed or just a Governor’s appointment? 

Mr. Mitchum. Confirmed by the Senate. 

Senator Sarbanes. Who appointed you? 

Mr. MITCHUM. Governor Frank White. 

Senator Sarbanes. Governor White? 

Mr. Mitchum. Yes, sir. 

Mr. Ben-Veniste. Did you draw upon Mr. Myers’ expertise in 
connection with evaluating the bids that were received? 

Mr. Mitchum. Yes. 

Mr. Ben-Veniste. How did that come about? 

Mr. Mitchum. I did some computations on the proposals that 
were received in response to the RFP’s and came to a conclusion 
that I thought the Raney/Hutton/Lasater proposal was the best one 
in concept. And, knowing that this was a volatile issue — and at 
that time I think it was the largest bond issue that had ever been 
done by the State government in Arkansas — I wanted some inde- 
pendent verification or corroboration. So I talked with my attorney, 
Robert Hardin, who referred me basically to Mr. Myers. 

Mr. Ben-Veniste. He referred you to Mr. Myers as an expert 
who could look at the numbers and the proposals with a fresh eye 
and determine whether you were correct in terms of your analysis? 

Mr. Mitchum. That’s correct. 

Mr. Ben-Veniste. Mr. Myers, you have indicated that at the end 
{ of the day after you were finished with your evaluation, and I won’t 
ask you to get into the actuarial processes at this point that were 
,s applied, but perhaps at some point today we will hear all of that, 
s t but I would like to get, again, to the bottom line. Did you agree 
,j with Commissioner Mitchum? 

Mr. Myers. It has been a long time, and I am looking at what 
lt these notes are here. 

Mr. Ben-Veniste. I understand that. 

Mr. Myers. I calculated some numbers in the analysis as not 
readable. I can’t say exactly whether I said the number one bidder 
was First Capital or Raney/Hutton/Lasater as the way these num- 
bers are presented right here. I really don’t have a very clear pic- 
ture of that. 

J Mr. Ben-Veniste. Well, I understand it is a long, long time ago, 
and to ask for your recollection on the computation is one thing 

Mr. Myers. I think as I said early on the basis of what I recol- 
lect, I think I went along with Mr. Mitchum’s concurrence on it. I 
believe that’s what I came to the conclusion. 
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Mr. Ben-Veniste. Mr. Young, the notion here has been put for- 
ward that you were very interested in associating with Mr. Lasater 
for some reason, associated with Mr. Lasater’ s perceived connection 
to Governor Clinton. Let me ask you when you first heard about 
the opportunity to submit a proposal with respect to this radio con- 
tract, did you seek out Mr. Lasater or did you go somewhere else 
to partner up? 

Mr. Young. We initially, when we first became aware of the 
transaction because of its size and complications, and because of 
our size and capitalization at that time, this was the type of trans- ' 
action we would normally partner with another investment firm on. c 
Our first call to consider another partner was to Stevens, a Little s 
Rock investment firm. I s 

Mr. Ben-Veniste. Now according to Ms. Wright’s testimony be- \ 
fore this Committee, prior to Governor Clinton’s election in 1992 — : 
1982, I’m sorry, I get decades mixed up sometimes, that Wurthen 
& Company, and I take it you in partnership with Wurthen & 1 
Company, had essentially a lock on the bond business; that you 8 
were the principal or Wurthen was the principal underwriter who 
got the State of Arkansas’ business? 

Mr. YOUNG. I think you might be referring to Stevens? 

Mr. Ben-Veniste. Stevens, I’m sorry. 

Mr. Young. Well, both Stevens and Raney had been in existence s 
in Arkansas since the early 1930’s, and we had, of the two firms, '' c 
we probably did more business in Arkansas than any other of the 
firms in the State at that time. b 

Mr. Ben-Veniste. And is it fair to say that following Governor 
Clinton’s 1982 election and going forward, the process was opened 
up and that more underwriting companies were awarded contracts } 
with the State? 

Mr. YOUNG. I think it is fair to say that after that time that cer- 
tainly more firms have been involved in State business. 

Mr. Ben-Veniste. Now the notion has put forward that legisla- fr 
tion creating the opportunity to raise funds by way of a bond offer- tl 
ing somehow was tailor-made to favor you, Mr. Young, and your 
group. Is there anyone sitting at this table who subscribes to the tl 
position that, as a result of the legislation, the other bidders were ti 
disadvantaged because the bid process was skewed toward the 
Raney/Hutton/Lasater bid? h 

Mr. Young. No. !■ 

Mr. Myers. I have no knowledge. 

Mr. Goodwin. I don’t believe that. 

Mr. Mitchum. No. 

Mr. Ben-Veniste. I am advised that the legislation for the bond 
underwriting that provided for the State to solicit the bids was t 
signed on April 4, 1985. That is the same day there was a fund- : 
raiser in the Madison Bank. Now it is possible that this could just 
be a coincidence. Is there anyone sitting at this panel who has any 
reason to believe that on April 4, 1985, there was some connection 
between a fundraiser over at the Madison Savings & Loan and the 
signing by the Governor of the legislation allowing you to go for- 
ward to solicit bids for the radio contracts? 

Mr. Mitchum. 

Mr. Mitchum. No 
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Mr. Ben-Veniste. Mr. Goodwin. 

Mr. Goodwin. I have no reason to believe there’s a connection. 

Mr. Ben-Veniste. Mr. Myers. 

Mr. Myers. I have no reason to believe anything 

Mr. Ben-Veniste. Mr. Young. 

Mr. Young. No. 

Mr. Ben-Veniste. One of the things one might look at, if there 
was some kind of shenanigan going on associated with this contract 
back 11 years ago, is whether there was a windfall made by the 
winning bidders. I guess, Mr. Young, you are the person who could 
comment on that. Certainly from the police standpoint, if I under- 
stand the testimony of Mr. Mitchum and Mr. Goodwin, they were 
satisfied with the process. They thought that you had submitted 
the best bid. The radios all performed satisfactorily, and from the 
State of Arkansas’ standpoint everything worked out well. 

From your point of view as one of the three in the triumvirate 
that made the winning bid for the bond underwriting, can you tell 
us whether you made a profit or suffered a loss? 

Mr. YOUNG. We did make a profit. 

Mr. Ben-Veniste. How much of a profit was it? 

Mr. Young. I’d have to look at some documentation just to re- 
fresh myself on the actual profit, but I know that the total gross 
spread for the total underwriting fee that we charged was 2.5 per- 
cent of the par amount of the bonds, which would approximate 
$730,000. Now that was split amongst the underwriting firms and 
was used in part to pay selling commission to those that sold the 
bonds, and also to pay expenses. 

Mr. Ben-Veniste. In terms of those who sold the bonds, could 
you explain whether those bonds were taken into the companies at 
their own account as they were then sold out? 

Mr. Young. As I recall, when the bonds were offered all the 
firms that were selling the bonds would have been taking orders 
from customers. Ideally, once we agreed to underwrite the issue, all 
the bonds would be committed for. 

Mr. Ben-Veniste. What happened in terms of interest rates in 
the interim between the time that the bonds were issued and the 
> time they were all sold out? 

Mr. Young. Well, I had occasion just to look back and verify my 
recollection about just the state of the bond market at that particu- 
lar time. During the 2 weeks or so before the actual offering of the 
bonds, interest rates went up substantially. I know it was my recol- 
lection that that was a tough market to sell bonds when interest 
rates were going up. 

Mr. Ben-Veniste. So as a result of interest rates going up, you 
got caught offering bonds that had been pegged at a lower interest 
j rate and you three had taken these bonds in for your own accounts 
to sell them out? 

Mr. Young. Essentially what we try to do is price the bonds, or 
offer the bonds at the most favorable rate for the client, which we 
did. And we ultimately were successful in delivering an interest 
r. rate that was actually slightly below what we put in our proposal. 

Mr. Ben-Veniste. Let me read you from Mr. Drake’s testimony 
which Mr. Chertoff has previously alluded to at his deposition at 
pages 178 to 179: 
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Question: Do you have any idea whether it was generally profitable for the firm? 

Answer: I can tell you Mr. Lasater was on my rear end constantly to sell bonds 
because interest rates were going up. We had purchased them at a level, and we 
had to underwrite. We owned the bonds at that level, and we had a huge inventory, 
and every day that interest rates went up we lost money. So from that perspective, 
it was not a very profitable deal. 




Do you agree with that characterization? 

Mr. Young. I heard that they had a problem in getting rid of, 
or selling the bonds that they had taken down, or taken liability 
for. Our particular situation was that we had a very successful 
sale. And I think each firm and their ultimate results depend upon 
how they were able to deal with their own bonds. 

Mr. Ben-Veniste. Now the issue of Mr. Lasater’ s use of cocaine I fa 
has come up here. First of all, how many employees were there at 
Lasater & Company? Do you know, Mr. Young? 

Mr. Young. I don’t really know. | yo 

Mr. Ben-Veniste. Approximately 50? 

Mr. Young. 10 to 100, including support personnel. I don’t know. 

Mr. Ben-Veniste. The bid was put in by your company, Raney, 
E.F. Hutton, a major national company, as well, and Mr. Lasater. 

Now the question that has been posed is whether cocaine use by 
one individual who was not under investigation for distribution or 
narcotics trafficking as in Mr. Chertoff’s terms, would somehow 
disqualify the whole shebang of the three companies — and I stress 
the word “companies” — that put forward a proposal. Would you 
have felt that was appropriate, Mr. Young? 

Mr. Young. I certainly would be concerned about cocaine use by 
somebody I was doing business with. 

Mr. Ben-Veniste. In terms of the cocaine use in the United 
States, and I certainly am not justifying this, but the figures are 
in the tens of millions, are they not, of individuals who use cocaine? 

I am not talking about cocaine dealers, now. Was that fair to say, 
Mr. Goodwin? 

Mr. Goodwin. Very prevalent, yes, sir. 

Mr. Ben-Veniste. So the matter of Roger Clinton and his drug 
problem was obviously one of considerable pain to his brother, Gov 
ernor Clinton. Is that fair to say, Mr. Goodwin? 

Mr. Goodwin. Yes, sir. 

Mr. Ben-Veniste. And if I am not mistaken, although this has |J*; 
absolutely nothing to do with the subject matter of our mandate as 
a Committee, but since it has been interjected here into these hear- 
ings, it is my understanding that the Governor was aware that a 
“Sting Operation” was directed toward Roger Clinton in which “he,” 
Roger Clinton, was prosecuted for violation of the laws regarding 
controlled substances. Is that correct, Mr. Goodwin? 

Mr. Goodwin. I don’t believe it is, sir. I don’t think the Governor 
was aware of the “Sting Operation” until shortly, 2 or 3 days before 
we arrested Roger Clinton. 

Mr. Ben-Veniste. But the fact is, that prior to his brother’s ar- 
rest, he was made aware of it. He reluctantly, I suppose, took in 
this information. I am sure he was saddened by it, and said, “go ar 
ahead, do what you have to do”? 

Mr. Goodwin. That is correct. 

Mr. Ben-Veniste. Thank you. 

Senator Mack. Mr. Chairman, I yield my time to Mr. Chertoff. 
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The Chairman. Senator Bennett. 

Senator Bennett. I have no questions at this time. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Mr. Myers, you were hired by Mr. Mitchum to do 
an independent analysis; right? 

Mr. Myers. That’s correct. 

Mr. CHERTOFF. Mr. Mitchum, you hired Mr. Myers to do it before 
the final meeting at which the final presentations were made on 
May 10th; right? 

Mr. Mitchum. Correct. 

Mr. Chertoff. There was a meeting on May 10th when all the 
finalists were supposed to make their final presentations; right? 

Mr. Mitchum. Correct. 

Mr. Chertoff. But you had in your own mind an idea of who 
you thought should be selected; right? 

Mr. Mitchum. After we got the proposals, I started 

Mr. Chertoff. And that was the Lasater group; right? 

Mr. Mitchum. Yes. 

Mr. Chertoff. So you brought Mr. Myers in. 

Mr. Myers, isn’t it a fact that what Mr. Mitchum told you to do 

! was to run some — well, let me ask you this question. He didn’t 
really say to you, just do a blind analysis, look at these proposals 
and tell me which is the best? What he really said to you was to 
run some numbers to see whether the bid that they had selected 
was, in fact, the best of the four bids; right? 

Mr. Myers. I don’t recollect exactly what he said to me. 

Mr. Chertoff. Do you recollect what you testified to on Febru- 
ary 20th of this year? 

Mr. Myers. And that’s? 

Mr. Chertoff. I will give you the page number. It is page 14 of 
your deposition. This goes right to the heart of the question about 
whether this is, as Mr. Ben-Veniste sought to establish, a real, 
independent doublecheck by someone just to kind of call it as he 
sees it, or whether this is something that is a done-deal. The ques- 
tion at line 22 of page 13 is as follows: 

Question: And I realize this was awhile ago, but I wondered if you could explain 
to me, when he [Mr. Mitchum] called you up to ask you to do the work, how he 
described what task he wanted you to perform and what he asked you, what you 
i: were capable of doing? 

And this, Mr. Myers, is your sworn answer: 

Answer: He asked me whether I could look at the three or four different proposals 
that had been presented to the State Police Board, and whether I could run some 
numbers to see whether or not the bid that they had selected was in fact the best 
of the four bids. And that was a present-value calculation, and my memory says 
that’s what I did. 

Would you agree that that was your testimony under oath? 

Mr. Myers. That is what I said in the deposition, yes. 

Mr. Chertoff. What that means is, not that you came in doing 
ar kind of a blind taste test, but that you came in being told that 
i there was already a decision and an outcome had been reached, 
and now they wanted to find out whether the bid they had selected 
was actually the best bid. Right? 

Mr. Myers. That’s correct. 

Mr. Chertoff. Now — by the way, had you ever done this kind 
of analysis of underwriting bids before? 
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Mr. Myers. No. 

Mr. Chertoff. Have you ever done one since? 

Mr. Myers. No. 

Mr. Chertoff. Do you wonder why Mr. Mitchum then hired you 
to do something that you had no experience in doing, and you’ve 
never done since? 

Mr. Myers. He asked me to look at those, give my opinion on 
them, and I did. 

Mr. Chertoff. Mr. Young, you had a meeting in a hotel room 
with Mr. Mitchum and Mr. Myers before the general meeting on 
May 10th when the final proposals were supposed to be due; right? 

Mr. Young. That’s correct. 

Mr. Chertoff. Who was in that meeting? You are in a hotel 
room, where? Where is it relative to the regular Commission meet- 
ing place? 

Mr. Young. It’s my recollection it was in a hotel room in down- 
town Little Rock. 

Mr. Chertoff. Who set up that meeting? 

Mr. Young. It was my recollection that Mr. Mitchum did. 

Mr. Chertoff. Mr. Mitchum gave you a call? 

Mr. Young. At some point in time we had some communication 
that set up the meeting. 

Mr. CHERTOFF. And you knew that later that day you were going 
to be making your, what you imagined, or you assumed would be 
your final proposal, the final round of the competition with the 
other bidders; right? 

Mr. YOUNG. It wasn’t on the day of the presentation. As I recall, 
it was in the evening sometime. 

Mr. Chertoff. So it was the day before? 

Mr. YOUNG. Well, my recollection is I was somewhere else the 
day before, so I don’t think it was the day before. 

Mr. Chertoff. A couple of days before? 

Mr. Young. Relatively close, I think. 

Mr. Chertoff. The important thing is this, though. It was before 
the final round of the competition; right? 

Mr. Young. That’s correct. That’s correct. 

Mr. Chertoff. Mr. Mitchum said he wanted to meet with you 
and Mr. Myers in a hotel room; right? 

Mr. Young. I may not have met Mr. Myers by that time. I’m not 
sure he told me exactly who I was going to be visiting with. 

Mr. Chertoff. All right. But he told you to come to a hotel room, 
or meeting him in a hotel room; right? 

Mr. Young. Right. 

Mr. Chertoff. Who was there when you met him? Mr. Mitchum 
was there? 

Mr. YOUNG. And Mr. Myers. 

Mr. Chertoff. Any other bidders there? 

Mr. Young. Not that I — no, there weren’t. 

Mr. Chertoff. What did they tell you? 

Mr. Young. They told me that they had done an analysis that 
established that our group had the best bid for the State Police 
transaction. 

Mr. Chertoff. Did they ask you to look over your analysis? 

Mr. YOUNG. I did, briefly. I didn’t have a chance to study it. 
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Mr. Chertoff. And I’ll bet you that you agreed that your pro- 
posal was the best of all the proposals; right? 

Mr. YOUNG. I knew that before I went to the meeting. 

Mr. Chertoff. So that wasn’t a hard decision for you. 

Mr. Young. No. 

Mr. Chertoff. Is it common for you in a situation where you 
have, you know, a competition is ongoing, before the final round 
when the competitors are making their final arguments, to get 
called in by the person who is judging the competition to be told 
you have won? 

Mr. YOUNG. Well, I don’t think they said that we’d — he said we’d 
won. He just said, or they both said they thought we had the best 
proposal. 

Mr. Chertoff. This was in a private meeting in a hotel at least 
a day before the final session when everybody else came to the 
meeting to make a presentation figuring that the deal was still 
wide open; right? 

Mr. YOUNG. Well, it was before the meeting, and as far as I knew 
the deal was still wide open. We were just talking about one vote 
of seven potential votes. 

Mr. Chertoff. Didn’t you know that Mr. Mitchum was the per- 
son who had been 

The Chairman. Are we talking about one vote? 

Mr. Young. Mr. Mitchum only had one vote of all the Commis- 
sioners. 

The Chairman. You mean you knew you had the other votes? 

Mr. YOUNG. No. Mr. Chertoff asked me if I knew that that was 
conclusive about whether or not we were going to win the trans- 
action, and I said, no. 

Mr. Chertoff. You knew you had his vote. 

Mr. Young. I assumed we had his vote. 

Mr. Chertoff. Did you know he was the one who was specifi- 
cally designated as the person on the Commission with the finan- 
cial expertise to kind of be the lead point person to do the analysis? 

Mr. YOUNG. I am not sure I knew that he had had any formal 
designation, but I certainly knew he was a CPA and had that back- 
ground. 

Mr. Chertoff. So he had a lot of influence with the Commission. 

Mr. Mitchum, weren’t you in fact the guy who was selected by 
the Commissioners to kind of take the lead on doing this analysis? 

Mr. Mitchum. Not formally. 

Mr. Chertoff. But informally; right? 

Mr. Mitchum. Yes. 

Mr. Chertoff. Your vote carried a lot of weight; right? 

Mr. Mitchum. Probably. 

Mr. CHERTOFF. Mr. Goodwin, did you do some scouting around 
during this period before the final presentation on May 10th to 
kind of find out what the head count was among the Commis- 
sioners, so you could report that to the Governor’s office? 

Mr. Goodwin. I probably did, but I think I missed it. 

Mr. CHERTOFF. Well, putting aside whether your head count was 
accurate — and I am sure there are people on this Committee who 
have the experience of knowing how difficult head counts can be — 
my question to you is: Who asked you to do that? 
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Mr. Goodwin. I don't believe anyone asked me. I saw this memo 
just a few minutes ago 

Mr. CHERTOFF. We will put the memo up. It is a memo of May 
1, 1985, from Mike Gaines to Governor Clinton and Betsey Wright. 
This was in the last 10 days before that final presentation where 
the decision was supposed to be made. Do you have that? 

Mr. Goodwin. It's the memo from Mike Gaines? 

Mr. CHERTOFF. Right. Mike Gaines was the liaison between the 
Governor’s office and law enforcement? 

Mr. Goodwin. Mike was the liaison between the Governor’s office 
and law enforcement. 

Mr. Chertoff. He was the guy you dealt with? 

Mr. Goodwin. Pardon? 

Mr. Chertoff. You dealt with him on a regular basis? 

Mr. Goodwin. Yes. Yes, I did. 

Mr. Chertoff. It says here: “The State Police Commission is 
meeting Friday to review proposals for financing the communica- 
tions system. The following are Tommy Goodwin’s observation of 
where things stand.” Then there is a list, and it says next to John- 
ny Mitchum, “solidly behind Lasater.” Now do you remember tell- 
ing Mr. Gaines about this? 

Mr. Goodwin. No, I don’t remember it but, you know, there’s no 
doubt that I did. 

Mr. Chertoff. And the reason you did is because you knew Mr. 
Gaines was interested; right? 

Mr. Goodwin. I’m not sure that it was just in general conversa- 
tion. I was never asked to submit this. 

Mr. Chertoff. Did you know that he wrote it up, that he sent 
it to the Governor, that Betsey Wright wrote a note at the bottom 
saying, “Gov, we have real problems here since “street talk” is that 
Lasater put in unreasonably low bid knowing he can raise it once 
he gets it.” Did you know that was on the bottom of this memo? 

Mr. Goodwin. No, I’d never seen this memo before. 

Mr. Chertoff. Then Betsey Wright goes on to say, “I hope Ar- 
kansas State Police has expert review everything.” Mr. Myers, do 
you suppose you’re the expert that was retained to do the review 
that Betsey Wright thought was important to make sure that this 
thing looked like it was proceeding properly? 

Mr. MYERS. I don’t know. 

Mr. CHERTOFF. Do you know of any other experts who were hired 
to review this before the final decision? 

Mr. Myers. Not that I’m aware of. 

Mr. Chertoff. You were told what Mr. Mitchum’s view was be- 
fore you did the review, and you were told to see whether, in fact, 
the decision had picked the best bid, as we’ve established; right? 

Mr. Goodwin. Yes. 

Mr. Chertoff. Then it says, in Governor Clinton’s own hand- 
writing at the top, “Lasater should be Told’ bid must be priced.” 
Mr. Goodwin, did you ever get any feedback from Mr. Gaines or 
Ms. Wright about the Governor’s instructions that Lasater should 
be informed that the bid must be a real price? 

Mr. Goodwin. No, I don’t recall anything like that. 
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Mr. CHERTOFF. Mr. Young, you know from your experience that 
there are sometimes bidders who think that they can put in a low- 
bail bid and later change it after they have the contract? 

Mr. YOUNG. I’ve seen that occur. 

Mr. CHERTOFF. Did you hear any street talk to that effect? 

Mr. YOUNG. I think that at some point in time I might have 
heard a suggestion that — well, of course I heard somebody suggest, 
a fellow, with another bidder, suggest that they didn’t think our in- 
terest rates were on the market. 

Mr. CHERTOFF. Well, for interest rates, yes. So someone sug- 
gested your interest rates that you were figuring were not really 
accurate or real interest rates? 

Mr. Young. That’s what I understood. 

Mr. CHERTOFF. And that was out there? That was the street talk 
that you were aware of? 

Mr. Young. Well, I heard one person say that. I don’t know what 
the street talk was. 

Mr. CHERTOFF. Now, I want to go back to something else. As we 
established earlier during the first round of this, on May 10th 
when the final presentations were made where all the other bid- 
ders came in and they thought it was still an open issue, the deci- 
sion as predicted by Mr. Goodwin to Mr. Gaines and as told to Mr. 
Myers by Mr. Mitchum surprise, surprise, turned out to be that the 
Raney/Hutton/Lasater offer was considered to be the best plan. 

Mr. Myers, correct me if I’m wrong, isn’t the fact that the reason 
they won was not because they had the lowest price, but because 
they had in their total concept or plan this notion of being able to 
kind of hold the money for awhile and invest it until they paid it 
out to the least investors? 

Mr. Myers. That’s my recollection. 

Mr. CHERTOFF. All right. That was the critical thing. 

Isn’t it a fact, Mr. Mitchum, that after the selection was made, 
some of the firms that were at the meeting requested permission 
to revise their proposals because they thought there had been a 
misunderstanding of the law? Right? 

Mr. Mitchum. That is correct. 

Mr. CHERTOFF. Then we have a May 16th letter which says that, 
in fact, the Raney/Hutton/Lasater people did not misunderstand 
the law. And that was written by the law firm that was paid by 
the Raney/Hutton/Lasater people. Correct, Mr. Young? 

Mr. YOUNG. They were paid by us, but they also drew up the 
law, as well, so they should understand the law. 

Mr. CHERTOFF. They were paid by you to draw up the law; right? 

Mr. YOUNG. They were paid for services in connection with draw- 
ing up the law; that’s correct. 

Mr. CHERTOFF. Which, in plain English, means they were paid 
to draw up the law; yes or no? 

Mr. Young. Correct. 

Mr. CHERTOFF. So in sum, with the way this looks, this is like 
having a football game. You have the referee meeting with one 
team before the game, and the referee who makes the call that de- 
cides the game gets paid by one team, and it does not look like it 
is a level playing field, does it? 
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Mr. YOUNG. Well, I do not think that adequately states what the 
circumstances were. This was all done in public, and everybody' 
knew what the legislation was. 

Mr. Chertoff. Was your meeting in a hotel 

The Chairman. Let me tell you something, it may have been 
done in public, and I believe Ms. Wright that she didn’t know that 
the Mitchell law firm was working to prepare this legislation on be- 
half of yourself and your group. She says, “I had no knowledge of 
this. None.” 

Now what you have is a situation where the attorney retained 
by yourself and the Lasater group, and I don’t know if the E.F. 
Hutton group was part of it, was the same attorney who drew up 
the legislation. 

Then when there was a question as it related to the propriety of 
someone else’s bid, or them raising a question as to whether you 
could bid in a 6-month period as opposed to the 30 days, that is 
the same law firm that issues this opinion in which they, right on 
the top of it, say: You have asked our opinion on questions of inter- 
pretation, and then they make the interpretation. 

Now if you do not see an absolute, incredible conflict there, it 
just jumps right out. It is obvious on its face. Here is your lawyer 
that you retained saying that your interpretation was OK, and that 
somebody else’s that they shouldn’t really in essence be given the 
opportunity to complain about that but that the law permitted 
them to do that. What did you think they were going to say? 

Mr. Young. Well, as I tried to say earlier, this particular opinion 
in my view was not the linchpin of the decision of who was going 
to get the contract. 

The Chairman. Oh, I agree with you. This was used as a cover. 
I think the linchpin was made well before. I mean, I think you 
were out there rounding up votes. We have memos in the file as 
to who was voting. And the only people they talked about was 
Lasater, whether they were going to vote for Lasater or not vote 
for Lasater. They didn’t say that they were going to vote for any- 
body else. This whole thing was: Will they vote for Lasater? Won’t 
they vote for Lasater? 

Give me the memo that has all that scribbling on it. “Johnny 
Mitchum — solidly behind Lasater.” Is that true, Mr. Mitchum? 

Mr. Mitchum. Ultimately. 

The Chairman. Yes. Well, this memo was written before “ulti- 
mately.” This was a memo on the Governor’s office on May 1st. 

Mr. Mitchum. I didn’t write the memo, sir. 

The Chairman. Yes, but somebody had to. Let me see. Oh, it is 
written by, who is this, Mike Gaines? 

Mr. Chertoff. Mike Gaines. 

The Chairman. Who is this fellow Gaines? 

Mr. Mitchum. He was the liaison from the Governor’s office. 

The Chairman. Liaison from the Governor’s office. Do you think 
he made this judgment? Did he talk to you? 

Mr. Mitchum. He didn’t talk to me. 

The Chairman. He never talked to you? 

Mr. Mitchum. At committee meetings. 
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The Chairman. On or before May 1st? In other words, when he 
wrote this, “Johnny Mitchum — solidly behind Lasater,” do you 
think he made that up? 

Mr. Mitchum. I don’t know. 

The Chairman. Do you remember talking to him? 

Mr. MITCHUM. He was at committee meetings. I talked to every- 
one at the committee meetings. 

The CHAIRMAN. Did you tell him you were behind this? 

Mr. Mitchum. He may have formed that opinion. 

The Chairman. Did you tell him that you thought that the 
Lasater proposal was the one you were going to vote for? I mean, 
this is a memo to the Governor by this fellow Gaines. 

Mr. Mitchum. At some point I may have. 

The Chairman. Obviously, you told him on or before May 1st. He 
has this written down here. You don’t think he would lie to the 
Governor, do you? Who is this other guy? 

Mr. Chertoff. Thompson. 

Mr. Mitchum. Tennyson. 

The Chairman. Did you know Tennyson? 

Mr. Mitchum. Yes. 

The Chairman. Is he a member of the committee? 

Mr. Mitchum. Yes. 

The Chairman. Well, same memo, “Tennyson — Lasater.” 

Who is this fellow, Mashburn? Do you know Mashburn? 

Mr. Mitchum. Yes. 

The Chairman. Was he on the committee? 

Mr. Mitchum. Yes, sir. 

The Chairman. The memo says, “Mashburn — probably Lasater.” 
Probably. Then there’s this fellow, Gene Raff, do you know him? 

Mr. Mitchum. Yes, sir. 

The Chairman. “Gene Raff — probably Lasater.” The last one is 
“Rockefeller” and he is the only one with a question mark. 

Senator Sarbanes. 

Senator Sarbanes. Was the controversy over the interpretation 
of the law a public controversy in Arkansas at the time? 

Mr. Young. Having to do with this letter? 

Senator Sarbanes. Yes, and generally how this law was to be in- 
terpreted, and the objections that one of the bidding parties made. 

Mr. YOUNG. Well, I think it was reported in the newspaper, but 
frankly it is my recollection there was really little controversy 
whatsoever. This was a position or a question raised by one of eight 
bidders. Nobody else had this view. 

Senator Sarbanes. But that question was known publicly? 

Mr. Young. Correct. 

Senator Sarbanes. I yield to Mr. Cole. 

Mr. Cole. Just to follow up on that, Mr. Young, the legislation 
that was enacted that authorized this bond issuance, that was 
passed by the State Legislature, as I understand it? 

Mr. YOUNG. Correct. 

Mr. Cole. So irrespective of what law firm did or didn’t play 
what role in the drafting, the final legislation was a public law that 
was passed by the Arkansas State Legislature? 

Mr. YOUNG. That is correct. 
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Mr. Cole. Did the other groups, the other eight underwriting 
teams that submitted proposals, did they have that legislation 
available to them, as well? 

Mr. Young. They certainly did. 

Mr. Cole. What they had to base their bids on was the same law 
that your group had? 

Mr. Young. That is absolutely correct. 

Mr. Cole. Did your group have any special advantage or special 
information as a consequence of having previously retained the 
Mitchell firm in interpreting the law? 

Mr. Young. We did not. 

Mr. Cole. And if I understand what you are saying correctly, you 
are telling us that of the eight underwriting groups that submitted 
bids for the financing of this Police Radio System, seven of the 
eight interpreted the legislation in the same way? 

Mr. Young. That is my recollection. 

Mr. COLE. The one firm that interpreted it in a different way is 
the first that complained and that later occasioned the letter that 
Senator Sarbanes referred to? 

Mr. Young. That is correct. It was an out-of-state firm, or a 
group of out-of-state firms, and frankly I think they just simply did 
not understand the legal issues that we were dealing with. 

Mr. Cole. Is it unusual in these situations if a firm doesn’t get 
the bid that they may — or it doesn’t get the selection, I should say, 
that they may look for reasons to raise objections or try to reopen 
the selection process? 

Mr. Young. It is not unusual. 

Mr. COLE. So basically you had a disappointed group here 

Mr. Young. Right. Right. 

Mr. COLE. — looking for a reason 

Mr. Young. Right. Absolutely correct. 

Mr. Cole. — to second-guess. 

Turning to you, Mr. Mitchum, I think, Mr. Chertoff has placed 
a very heavy responsibility on your shoulders because he has sug- 
gested that all of the other members of the Commission relied pri- 
marily or largely on you in this selection process. So I think we 
should spend a little time looking more carefully than has been 
done so far as what you actually did and why you did it. Just for 
background information, what is your professional training, if any? 

Mr. Mitchum. CPA. 

Mr. COLE. You are a Certified Public Accountant? 

Mr. Mitchum. Correct. 

Mr. Cole. Did you undertake any financial analysis on your own 
of the various proposals that were submitted? 

Mr. Mitchum. Correct. 

Mr. Cole. So on your own time as a CPA you looked at these 
proposals and tried to determine which one was the best proposals 
for the State? 

Mr. Mitchum. That’s correct. 

Mr. COLE. Did anyone direct you to do that? 

Mr. Mitchum. No. 

Mr. Cole. Is this something you did kind of outside of normal 
business hours, outside of normal Commission meetings? 

Mr. Mitchum. I felt it was my fiduciary duty as a public servant. 
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Mr. COLE. Did anyone from the Governor’s office tell you that 
you should do any kind of analysis, or do any kind of comparison 
that would favor Lasater & Company or their group? 

Mr. Mitchum. Absolutely not. 

Mr. Cole. So this was something that you undertook on your 
own in an effort to evaluate the proposals. 

Mr. Mitchum. That’s correct. 

Mr. COLE. Leaving aside the Governor’s office, when you began 
this process did you have any pre-conceived bias or favoritism to- 
ward any of the bidders in the process? 

Mr. Mitchum. No, I did not. 

Mr. Cole. Did you have an open mind? 

Mr. Mitchum. Yes, sir. 

Mr. Cole. What exactly did you do when you compared the var- 
ious bids that had been submitted? 

Mr. Mitchum. I think the first thing I looked at was the concept. 
Then I ran the numbers of the various proposals that more or less 
corroborated that. 

Mr. Cole. I take it that these proposals were fairly complex, at 
least as to the financial details of what each bidder was proposing? 

Mr. Mitchum. Fairly complex. 

Mr. COLE. Did your expertise and training as a CPA help you in 
evaluating them and comparing, I would say, apples to apples rath- 
er than apples to oranges? Is that what you tried to do? 

Mr. Mitchum. It helped some, but at that time nor now am I an 
expert in bond financing. 

Mr. Cole. So I take it that, even though you performed your own 
analysis, you wanted to backstop that with someone else’s view, 
and that is why you turned to Mr. Myers and retained him? 

I Mr. Mitchum. That is correct. 

Mr. Cole. Again, is that something that someone directed you to 
do? Or did you do that at your own initiative? 

Mr. Mitchum. I asked my lawyer if he knew of someone, an en- 
rolled actuary, who could run the numbers, and he recommended 
t Mr. Myers. 

: Mr. Cole. If I understand what happened here, you would have 

u wanted an actuary because what we were dealing with would be 
a series of financial events that would occur over a period of many 
years as these bonds were issued and then repaid, and what you 
wanted to do was bring them all back to what I think professionals 
call “present value” and compare the present value of each bid? 
n Mr. Mitchum. That is correct. 

Mr. Cole. You turned to Mr. Myers for that? 

Mr. Mitchum. That is correct. 

sc Mr. Cole. Did you have any reason to believe that Mr. Myers 
ill would favor one firm over another? 

Mr. Mitchum. Absolutely not. I had never met Mr. Myers before 
this. 

Mr. Cole. I guess there’s some confusion or difference of recollec- 
tion, which I think is not surprising considering the fact that we 
ia are dealing with events of 11 or more years ago, that although you 
do remember that you had made up your mind, or in your prelimi- 
nt nary analysis you had come to the conclusion that the Raney/Hut- 
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ton/Lasater group had the best bid, and you had reached that pre- 
liminary view at the time you retained Mr. Myers? 

Mr. MlTCHUM. Say that again, sir? 

Mr. COLE. Based on the preliminary analysis that you performed 
before you retained Mr. Myers, had you come to a preliminary view 
that the Raney/Hutton/Lasater group seemed to have the best pro- , 
posal? 

Mr. Mitchum. That is true. 

Mr. COLE. Now as I understand your testimony, while you do not 
recall telling Mr. Myers you had come to that conclusion, you do 
not dispute the fact that that was the view you had when you re- 
tained him? 

Mr. MlTCHUM. We have a slightly different memory on that. I 
don't recall telling Mr. Myers how I had rank-ordered the 

Mr. Cole. The various bids. I guess, Mr. Myers, your recollection 
is that Mr. Mitchum did indicate that he had preliminarily con- 
cluded that the Raney/Hutton/Lasater bid was the most favorable? 

Mr. Myers. I believe so. 

Mr. Cole. But what I think is the important question here, and 
I guess this goes more to you, Mr. Myers, is: Did Mr. Mitchum di- 
rect you to come to any particular conclusion in your analysis? 

Mr. Myers. No. 

Mr. COLE. So even though he may have mentioned that as he 
had run the numbers it looked like this bid was the best deal for 
the people, he didn’t tell you that you should come out in the same 
place? 

Mr. Myers. No, he did not. 

Mr. COLE. In fact, although to me the difference seems to be neg- 
ligible, when you did your present-value analysis you didn’t put the 
Raney/Hutton/Lasater group as first? Is that correct? 

Mr. Myers. Yes, that’s correct. 

Mr. Cole. The difference, I think, was $28,000? Am I recalling 
correctly? 

Mr. Myers. It looks like that. It’s not clear here, but it looks like 
$28,000; $101,000, $73,000, $28,000 difference. 

Mr. Cole. And that difference proportionate to the entire trans- 
action that we are talking about, how material was that? 

Mr. Myers. $28,000 was de minimis. It had no actual bearing 
upon the outcome. 

Mr. COLE. So essentially from a mathematical perspective, at 
least, these bids were practically identical? Am I understanding 
you correctly? 

Mr. Myers. The top two bids; yes, to the best of my recollection. 

Mr. COLE. Just to close this out, Mr. Young, when you had an 
opportunity to review the analysis that Mr. Myers had done, did 
you feel that it had failed to take into account a particular aspect 
of the bid that your group had submitted? 

Mr. Young. Actually, I did not feel like it gave us the advantage 
that I thought that we had. I had reviewed all the proposals myself 
and had looked at this particular proposal, and I don’t think I real- 
ly felt like it was as close as he presented. We had in our structure 
some funds that were invested that would generate a benefit that 
frankly I thought were not adequately weighed in his analysis. 
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Mr. Cole. Oh, so you had actually done your own comparison of 
the eight bids? 

Mr. Young. Right. 

Mr. COLE. Well, I know Mr. Chertoff dismissed what your view 
would have been because he seemed to think that it was a foregone 
conclusion that you would have felt that your bid was the best, but 
let me ask you this. If you had seen something in one of those 
other bids, a concept, a financing method that you didn’t have in 
your bid that made someone else’s bid better, I take it that is some- 
thing you would have sat up and taken notice of? 

Mr. Young. Right. I had them all ranked, as well. I had us as 
number one, and I had the other bid as number four, of the four 
that made presentations. 

Mr. COLE. So your analysis then confirmed Mr. Myers’ analysis? 

Mr. Young. Well, to the extent that his reflected that any other 
bid was better than ours, it wasn’t consistent. Mine would have 
shown a much greater advantage. But at any rate, to the extent 
that his analysis supported ours as the best bid, I certainly agree 
with it. And I think he did some other calculations with the dif- 
ferent interest assumptions that actually showed that our num- 
bers, present-value wise, were even better than theirs. It really just 
depended on what assumptions were made in that analysis. 

Mr. COLE. Mr. Mitchum, under these circumstances where you 
have two bids that from a financial perspective are identical or 
practically identical, would it have been within the discretion of the 
Commission to choose either bid that they thought was best? 

Mr. Mitchum. Yes. 

Mr. Cole. I take it that there would have been nothing wrong 
with the Commissioners considering the involvement of two local 
firms in one of the bids? 

Mr. Mitchum. That’s correct. In fact, we liked the idea of having 
more than one firm involved because of the diversity. 

Mr. Cole. So the issue that has been raised about whether there 
was a $28,000 difference between these two bids is probably not 
something that would have affected the final selection process? 

Mr. Mitchum. That is correct. 

Mr. Cole. What was the final vote on this among the Commis- 
sioners? 

Mr. Mitchum. I do not recall. It was a split vote. I think it was 
4 to 3. 

Mr. Cole. Who voted for the proposal, if you can recall? Obvi- 
ously, I think, you said that you did. 

Mr. Mitchum. Correct. Commissioner Wyn Rockefeller. 

Mr. Cole. Mr. Rockefeller is the son of the 

Mr. Mitchum. The former Governor. 

Mr. Cole. Former Governor who was a member of the Rocke- 
feller family? 

Mr. Mitchum. That’s correct. 

Mr. COLE. Rockefeller Center in New York, et cetera? 

Mr. Mitchum. That’s correct. 

Mr. Cole. So one would assume he had some financial acumen? 

Mr. Mitchum. That’s correct. He’s also a Republican — very much 
a Republican. 
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Mr. COLE. And an appointee of Governor White, the Republican 
Governor? 

Mr. Mitchum. That’s correct. 

Mr. Cole. So he voted for the proposal? 

Mr. Mitchum. Yes. 

Mr. Cole. Who were the other two who voted in favor? 

Mr. Mitchum. I don’t recall right now. 

Mr. Cole. What about the Commissioners who voted against the 
Raney/Hutton/Lasater proposal? 

Mr. Mitchum. I believe those were Commissioner Raff and, let’s 
see — I’m sorry. I don’t recall. 

Mr. Cole. Was it Commissioner Mashburn? Did he vote against? 

Mr. Mitchum. It was Commissioner Mashburn. Thank you. 

Mr. Cole. Who had appointed those two Commissioners? 

Mr. Mitchum. Those were Clinton appointees — no, let’s see. I 
don’t know, I don’t recall. 

Mr. Cole. You think it was maybe the Clinton appointees who 
voted against the proposal, and the Governor White 

Mr. MITCHUM. Yes, I have heard someone say that. I have never 
stopped to think about it, but I believe the Republican appointees 
all voted for the Raney/Hutton/Lasater proposal, and all of the 
Democratic appointees did not. 

Mr. COLE. That would suggest there was not a unified front 
among the Clinton group. On that point, Mr. Young, did you have 
contacts with some staff members of the Clinton Governor’s office 
before you actually submitted your final proposal? 

Mr. Mitchum. Early on in the process I think I met with Sam 
Bratton back in 1984. You’re talking about — the question was, did 
I meet with anybody on the Governor’s staff? 

Mr. Cole. Yes, when the legislation was first being contemplated 
and the idea of bond financing? 

Mr. Mitchum. Right. Right. I met with Sam Bratton, I think, in 
connection with work at the Legislature when the legislation was 
going through the State Legislature, there were some meetings, at 
least one meeting, where there was a Governor’s staff representa- 
tive there. 

Mr. Cole. Do you recall a gentleman named Bobby Roberts? 

Mr. Mitchum. Bobby Roberts was a fellow that worked for the 
Governor up until I think the end of 1984, and he actually was the 
person that first mentioned this particular transaction to me. 

Mr. Cole. So your first knowledge of this transaction was from 
Mr. Roberts? 

Mr. Mitchum. Right. As I understood his role, he was involved 
with coordinating Criminal Justice matters for the Governor’s of- 
fice, a matter that was taken up by I think maybe Mr. Gaines. 

Mr. Cole. What about a gentleman named David Mosley? 

Mr. Young. David Mosley was the State Police Fiscal Officer, the 
finance person at the 

Mr. Cole. Did you talk with Mr. Mosley about this financing at 
some point? 

Mr. Young. Yes, I did. As I recall, when I became aware of it 
by conversation with Bobby Roberts, I met with Mr. Mosley shortly 
thereafter. 

Mr. Cole. Last question, if I could, Mr. Chairman? 
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The Chairman. Certainly. 

Mr. Cole. In any of your discussions with either Mr. Bratton, 
Mr. Mosley, or Mr. Roberts, all of whom were on Governor Clin- 
ton’s staff, did any of them indicate to you that this work should 
go to the Lasater group? 

Mr. Young. No, they did not. 

Mr. Cole. They did not express any preference for one under- 
writer or another? 

Mr. Young. No. 

Mr. Cole. Thank you. 

The Chairman. Senator Bennett. 

OPENING COMMENTS OF SENATOR ROBERT F. BENNETT 

Senator Bennett. Thank you, Mr. Chairman. 

I find this last exchange very interesting because there’s a piece 
of information I hadn’t had before that came out; and, you know, 
I have to comment on it. 

Mr. Mitchum, you tell us it’s a very clear call. You make the call 
entirely on the basis of its merits, but to double check, you give it 
to Mr. Myers. Mr. Myers, you examine it and say it’s a very clear 
call. Mr. Young, you tell us you’re number one and everybody else 
is number four, and the final vote is four to three? 

There’s a sudden disconnect here. If this is so clear and so obvi- 
ous, why isn’t the final vote unanimous? Why isn’t it seven zip? 
The final vote is four to three. 

Obviously, from the memo that Mr. Chertoff talked about, the 
Governor was concerned about the outcome and about the vote. 
Why else does the Governor have a legislative liaison or a liaison 
man send him a memo telling him where things are going? 

Now the guy did not count very well because according to his 
memo, “Simpson — appears to have switched from another vendor to 
Lasater. Mitchum — solidly behind Lasater. Dennison — Lasater. 
Mashburn — probably Lasater. Raff — probably Lasater.” Rockefeller 
is the only one he doesn’t know about. And they don’t vote that 
way. It’s four to three. It’s a very close issue. 

The Governor’s personal secretary says we have a real problem 
because the street talk is that Lasater’s buying his way in here. 

Mr. Chairman, I just find a disconnect in all of this that doesn’t 
fit the picture. If indeed the vote had been seven to nothing, I’d 
say, yes, Mr. Young, you won it entirely on the basis of the merit. 
You convinced everybody. Mr. Mitchum, you saw that it was clearly 
that way from a completely unbiased fashion. Mr. Myers backed 
you up and the Commission all went along with you. 

Then the case would be, was it that much better because Mr. 
Lasater was able to move some things around so you had some in- 
side help in putting together a better proposal. But there are at 
least three out of these seven Commissioners that didn’t think you 
had the better proposal and went some place else. 

I’m just completely surprised to discover that, as a result of this 
last information. Can anybody help me understand why three Com- 
missioners voted for somebody else, given what you’ve told us is the 
obvious superiority of your bid? 

Mr. Young, I’d be happy to hear your comments. 
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Senator SARBANES. Before we get too far down that path, I un- 
derstand from records we have that the vote was four to two. I 
mean, you can still make the general point, but I think we at least 
ought to get that particular fact 

Senator Bennett. Obviously, I want the vote to be accurate, and 
I appreciate the Senator’s making — let’s have it accurate. 

Senator Sarbanes. I understand it was four to two. 

The Chairman. Mr. Mitchum, were you the Chairman of this se- 
lection committee? 

Mr. Mitchum. No, sir. 

The Chairman. What was your role? 

Mr. Mitchum. Just a member of the committee. 

The Chairman. Just a member. Do you recall why the other two, 
or what the indications were? Did you have discussions about this? 
You didn’t just all come in there and vote one after the other. You 
talked about this, didn’t you? 

Mr. Mitchum. You mean previous to the vote? 

The Chairman. Sure. 

Mr. Mitchum. Of course. 

The Chairman. So, can you enlighten us? Can you give us some 
information as to how it was that the other two members voted 
against, and what happened to the seventh member? 

Senator Bennett. Well, four to two, there are only six names 
listed here, and I think four to two is better, someone’s memory 
was wrong in four to three and that’s fine. But I’m glad to have 
that clarified because in all of the exchange between the Counsel 
for the Minority and the group, it was always four to three. I’m 
glad to have Senator Sarbanes make it clear it’s four to two. 

The Chairman. Could you answer the question? 

Mr. Mitchum. Yes, sir. 

The Chairman. The Senator brings up a very interesting point. 

Mr. Mitchum. Commissioner Raff, if I recall correctly, had an ob- 
jection to the Raney/Hutton/Lasater group because of the national 
negative publicity that the E.F. Hutton firm had received in recent 
months. 

The Chairman. Who was the other Commissioner, if you recall, 
who voted no? 

Mr. Mitchum. That would have been Commissioner Mashburn. 

The Chairman. Do you recall what his feelings were? 

Mr. Mitchum. No, sir, I do not. 

The CHAIRMAN. I don’t know whether staff has interviewed the 
other Commissioners. I think they should make an effort to ascer- 
tain, whether by informal inquiry or by deposition, but I certainly 
think they should have ascertain what the 

But you don’t recall speaking to Mashburn, or what if anything 
he said? 

Mr. Mitchum. No, sir. 

The Chairman. Mr. Goodwin, do you? 

Mr. Goodwin. Yes, sir, I recall it. 

The Chairman. Could you share that with us? I’d appreciate it. 

Mr. Goodwin. I think from the beginning, from the time we re- 
ceived the proposals, both Raff and Mashburn were against the 
proposal, as Mr. Mitchum said, because of the publicity that E.F. 
Hutton had gotten in the past. And they stayed with that through- 
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out the entire period. The seventh vote was the vote of the Chair- 
man, which was not necessary, since it had already passed. 

The Chairman. Who was the Chairman, if you recall? 

Mr. Goodwin. It was Willie Simpson. 

The Chairman. Do you have any idea how Mr. Simpson felt? 

Mr. Goodwin. No, nothing other than what I read on this. 

The Chairman. On this memo? 

Mr. Goodwin. On this memo. 

The Chairman. This is the first time you’re aware of this memo. 

Mr. Goodwin. That apparently was my opinion. 

The Chairman. Senator Bennett, if you have any more? 

Senator Bennett. I don’t have the data to pursue it further, but 
I just was struck by the difference between the impression that 
was built in the first round that says this is all done entirely on 
the merits, and then an obvious concern on the part of the Gov- 
ernor to the point that a memo is submitted to the Governor and 
added to by the Governor’s personal assistant, stressing the con- 
cern about Lasater to the point that the Governor himself says 
Lasater has to be told this thing must be kosher. 

Then the fact that the Commissioners vote against Lasater says 
to me that the suggestion that everything was wonderful and en- 
tirely on the up and up and without any political influence or even 
concern is simply not an accurate summary of where things were 
here. I think we have a legitimate reason to be concerned. 

I thank the Chair. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Colonel Goodwin, the answer you just gave actu- 
ally raises a question in my mind because I gather that there was 
discussion on the Commission about the integrity of the character 
of the various bidders. In particular, you mentioned Hutton, they 
were concerned because there was publicity about a problem with 
checks I think at Hutton; right? 

Mr. Goodwin. Yes, I believe that’s right. 

Mr. Chertoff. Was there discussion about Mr. Lasater’s cocaine 
activities? 

Mr. Goodwin. I don’t recall any discussion about Lasater. Gene 
Raff was a prosecuting attorney and he and Mr. Mashburn, James 
Mashburn, both, as I said before, from the beginning opposed Hut- 
ton, and I don’t think they opposed any other part of the — they just 
did not want Hutton’s name there because they had been pros- 
ecuted and I think found guilty of a fraud charge involving check 
kiting or some such thing. 

Mr. Chertoff. Yes, but if I remember back in the days when I 
prosecuted, if there’s one thing prosecutors hate more than finan- 
cial fraud, it’s drug activity. You know from your own experience 
in the State Police and certainly Mr. Raff had to know as a pros- 
ecutor, you don’t get drug distribution if people don’t buy the drugs; 
right? I mean, that’s what drives the whole thing. And you’ve testi- 
fied that it was kind of common knowledge that Lasater used drugs 
and, contrary to the suggestion made earlier, he wasn’t just some 
guy working in the firm. He owned the firm. 

So I guess my question is, since we now know, at least in the 
minds of two Commissioners, the turning point, the critical issue 
was whether there was a check problem an integrity issue at Hut- 


2510 


ton, you didn’t bring up or no one brought up the question of well, 
yes, but the other guy in the package, you know, he’s using cocaine, 
and we are wondering whether he’s in fact going to get arrested. 
Wasn’t that exactly the kind of issue that these two Commissioners 
would have wanted to know about? 

Mr. GOODWIN. You know, I don’t know. I know that if I had been 
a Commissioner in a Commission meeting like that, I may have not 
brought up Mr. Lasater’s name, and I think the difference to me, 
at least, would be that Hutton was charged and convicted, and I 
still say that’s what Mr. Raff was going on, and Mr. Mashburn was 
with him. 

Mr. CHERTOFF. Yes, but you knew, you knew, and there was tes- 
timony in Federal Court, 6 miles down the road that Lasater was 
involved with this stuff. 

What I am getting at is that there’s not any, although you are 
asked, not to find out is the guy using drugs or distributing drugs; 
and he was, by the way, for the record, eventually convicted for dis- 
tribution, conspiracy to distribute drugs; right? 

Mr. Goodwin. Yes, but not the way I know it. Very few people 
give it away. That was the distribution. 

Mr. Chertoff. Yes, he gave it away to business associates and 
to women because it helped him with whatever he was doing; is 
that right? 

Mr. Goodwin. And employees, yes. 

Mr. CHERTOFF. He gave it to his employees, kind of like a drug 
bonus. 

Mr. Goodwin. That’s right. 

Mr. Chertoff. It’s a felony and he got 30 months in jail, and it’s 
called conspiracy to distribute narcotics; right? 

Mr. Goodwin. Yes. 

Mr. CHERTOFF. All right. You’re asked by the Governor, find out 
if Lasater uses drugs because we don’t want a guy who is using 
drugs, who is buying cocaine, let alone distributing it, who’s buying 
cocaine to get a contract? You’re asked is he going to get arrested, 
is he going to get caught using drugs? 

Now we find out that there’s two other Commissioners who were 
so concerned about integrity that they actually weren’t going to 
vote against Hutton which is a nationally-known firm that does 
business all over the world because of this check thing, but nobody, 
despite this trial going on and all the knowledge about the drug 
use, nobody ever says in a meeting, let alone you, Colonel Goodwin, 
"I have to tell you guys, you know, Lasater has a reputation about 
drugs. At least let’s check it out. Let’s check out whether it’s true 
that he uses drugs.” None of that came, you didn’t feel the need 
to bring that up? 

Mr. Goodwin. I think it probably was brought up but not in open 
meetings. 

Mr. Chertoff. If it was brought 

Mr. Goodwin. I think that Commissioner Simpson and I had a 
conversation about that. 

Mr. Chertoff. What was the conversation? 

Mr. Goodwin. The conversation’s real fuzzy. I can’t remember 
except that we discussed it. 


2511 


Mr. Chertoff. Now, we are getting somewhere because now we 
know that the Chairman of the Commission did have some kind of 
a conversation with you about Lasater’ s drug activities. 

Mr. GOODWIN. If I am not mistaken, and I don’t think I am, I 
believe in the open meeting, that he did discuss it. 

Mr. CHERTOFF. He discussed Lasater’s drug use in an open meet- 
ing at the State Police Commission? 

Mr. Goodwin. That’s what I think I remember. 

Mr. Chertoff. What was the discussion? 

Mr. Goodwin. I don’t know. What else could you discuss, he’s a 
cocaine user. That’s what everybody says. He’s never been caught. 
In everybody’s mind, they know that he, that he’s a user. 

Mr. Chertoff. I have to tell you, you have just told us that one 
of the Commissioners was a prosecuting attorney and at an open 
meeting, the conversation was, “yes, he’s a drug user but he’s never 
been caught.” These guys are absolutely adamantly against Hutton 
and they have, like the drug stuff just totally not an issue. 

Colonel Goodwin, was there a doubt in your mind at that time 
that the reason there was a drug distribution problem in Arkansas, 
like in everyplace else in the country, was because people buy the 
drugs. If people buy drugs and if they are wealthy people and they 
can buy alot of drugs and they use money that they earned to buy 
drugs, they are promoting drug activity. Was there any doubt in 
your mind that that was the case in Arkansas in 1984 and 1985? 

Mr. Goodwin. You are talking about — concerning Lasater in par- 
ticular? 

Mr. Chertoff. I am saying concerning in general your under- 
standing. 

Mr. Goodwin. Generally, yes, I’d say 

Mr. Chertoff. You understood that people who buy a lot of 
drugs are promoting drug activity; right? 

Mr. Goodwin. Sure. 

Mr. Chertoff. In this discussion at the meeting about Lasater 
as a person who buys drugs and uses drugs but he hasn’t been 
caught, you’re telling us that the people who raised the issue about 
Hutton and the checks, nobody ever raised a peep about Lasater. 
Can you tell us why that is? Why that just was of no interest to 
anybody? 

Mr. Goodwin. No, I can’t. 

Mr. Chertoff. I can’t either. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. Mr. Mitchum, were these hearings open hear- 
ings of the Commission? 

Mr. Mitchum. Yes. 

Senator Sarbanes. Well, I’m looking at the minutes of the meet- 
ing of May 10th, it said, during the presentation of Raney/Hutton/ 
Lasater, they were questioned concerning the Federal charges of 
fraud against the Hutton firm. 

Mr. Steve Clayburne, a Senior Vice President and Manager of 
Hutton’s Houston, Texas, Public Finance Division told the Commis- 
sion that the practices which resulted in the charges occurred 3 
years ago and were stopped immediately when discovered. Then he 
went on and said, you know, he stated the company’s reputation 
had not been damaged by the publicity, told of two large bond is- 
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sues in which they had recently been involved, and that the compa- 
nies had more than enough money allotted for restitution payments 
in relationship to their capital base. So that was a matter of some 
discussion, I take it, at this meeting, is that right? 

Mr. Mitchum. Yes, sir. 

Senator SARBANES. Commissioners Raff and Mashburn were the 
ones who were questioning this bidding group because of the Hut- 
ton presence. Is that correct? 

Mr. Mitchum. That’s correct. 

Senator Sarbanes. And in the end, they were the two who voted 
against it? 

Mr. Mitchum. That’s correct. 

Senator Sarbanes. Now were representatives of all of the firms 
present there at this meeting? 

Mr. Mitchum. I assume they were, yes, sir. 

Senator Sarbanes. Well, it says, after all proposals were pre- 
sented, they were presented by the bidding groups, it says the 
Commission entered into a discussion of the proposals with rep- 
resentatives of all firms present. 

Mr. Mitchum. Yes, sir. I have not read these minutes in a few 
years. 

Senator Sarbanes. Yes. Were you there, Mr. Young? 

Mr. Young. Yes, I was. 

Senator Sarbanes. Is. that the way it took place? 

Mr. Young. Yes. Everybody that made a presentation was at 
that meeting. 

Mr. Cole. Mr. Portnoy. 

Mr. PORTNOY. Mr. Young, do you have a copy of the legislation 
that authorized the sale of the bonds? 

Mr. Young. Do I have a copy 9 

Mr. Portnoy. Did the Majority provide you with one? If not, we 
can. 

Mr. Young. Let’s see. Yes, yes, I do. 

Mr. Portnoy. If you could look at the fifth page of the legislation 
and the first full paragraph, or the first paragraph beginning on 
that page, there’s a sentence beginning “Payments to cover . . .”? 

Mr. Young. Yes, I see that. 

Mr. Portnoy. I take it, sir, that that’s the phrase in this legisla- 
tion that’s been the subject of some discussion here today? 

Mr. Young. That’s what I understand. 

Mr. Portnoy. I’ll read it for our audience, the legislation states 
that: “Payments to cover the costs under the lease agreement shall 
be paid from the lease fund on a monthly basis.” And you stated 
that the First Capital proposal misunderstood that language? 

Mr. Young. Yes, I think they did. 

Mr. PORTNOY. Could you explain the manner in which they mis- 
understood the language of the act? 

Mr. Young. In their proposed structure, as I recall, the State Po- 
lice would make monthly payments that didn’t involve another step 
through which they would go through to ultimately get to the bond 
holders. 

In our particular proposal, for example, the monthly payments 
would have gone into a bond fund, or a fund that would accumulate 
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the monthly payments for payments to bond holders on a 6-month 
basis, every 6 months. 

Mr. Portnoy. Let me ask that question in reverse. Could you ex- 
plain perhaps in a little more detail how it is that your proposal 
complied with this provision without making actual monthly pay- 
ments to bond holders? 

Mr. YOUNG. Well, the legislation simply didn’t require any par- 
ticular way that payments were made to bond holders. The legisla- 
tion dealt with an issue that’s important under Arkansas law and 
that simply is the flow of the funds, how do the funds get from 
where they are collected by the State to the designated purpose. It 
wasn’t intended in a way to ultimately control the structure of the 
financing that was offered to bond holders. 

Mr. PORTNOY. You testified just a moment ago that your proposal 
made payments semiannually, I believe? 

Mr. Young. That’s right. 

Mr. Portnoy. Whereas, the First Capital proposal made pay- 
ments monthly? 

Mr. YOUNG. That is correct, and you’re talking about payments 
to bond holders. Ours also required monthly payments to a fund 
that ultimately would go to bond holders. 

Mr. Portnoy. Now that fund to which your proposal required 
monthly payments was a fund controlled and owned by the State 
of Arkansas, was it not? 

Mr. Young. That is correct. I think that’s the lease fund that’s 
referred to in here. 

Mr. Portnoy. So the State of Arkansas retained control of the 
moneys for longer under your proposal? 

Mr. Young. That is essentially correct. 

Mr. Portnoy. And the State could invest those moneys? 

Mr. Young. That is correct. 

Mr. Portnoy. And the State could receive a higher interest rate 
on its investment than it was paying to bond holders? 

Mr. Young. It could. 

Mr. Portnoy. Is that a concept known as interest rate arbitrage 
or debt arbitrage? Have you heard those terms? 

Mr. Young. Arbitrage generally refers, at least in the bond 
sense, to the opportunity to invest moneys at a yield that’s higher 
than what the cost is. 

Mr. Portnoy. So would it be fair to say that your proposal made 
use of essentially arbitrage to lower the State’s borrowing costs? 

Mr. Young. That’s essentially correct. 

Mr. Portnoy. The First Capital proposal failed to take advan- 
tage of that for a basic investment banking concept? 

Mr. Young. That was my view of their proposal. 

Mr. Portnoy. Was it common to structure a deal in this fashion? 

Mr. Young. In 1985, it certainly was. 

Mr. Portnoy. My understanding is that there was a provision in 
Federal tax law which permitted the State to invest funds that it 
received in the issuance of tax exempt securities and that those 
provisions later changed? 

Mr. YOUNG. That’s correct. Federal law changed in 1986 that re- 
quired that if, for example, a municipality or a State borrowed it 
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at an 8 percent rate and they couldn’t- turn around and invest at 
10 and keep that additional 2 percentage points. 

Mr. PORTNOY. So would it be fair to say that this practice was 
sufficiently common that the Federal laws governing it were 
changed shortly after this deal closed? 

Mr. Young. Well, of course, even in 1985, you couldn’t — there 
weren’t unlimited opportunities. You just couldn’t go out and issue 
debt and put it in a bank and make a profit. But there were certain 
things that you could invest it in unrestricted yield, particularly at 
least the construction fund until it was spent, or the reserve fund 
that was established or, for example, as you mentioned the bond 
funds used to accumulate the payments. 

Mr. PORTNOY. Was it also common practice at the time for bonds 
issued by State agencies to provide for semi-annual interest pay- 
ments? 

Mr. YOUNG. Yes. In my experience, most bonds do require, pro- 
vide for semi-annual payments to bond holders. In the leasing busi- 
ness, it is not unusual if, for example, a borrower wants to finance, 
or a State borrower, municipal borrower wants to finance an item, 
they may do so in a lease transaction that might ultimately provide 
for monthly payments to the investor. But as I said earlier, that 
was not required in this particular legislation, and I think that is 
why the other bidder was confused about what this might involve. 

Mr. Portnoy. So there was nothing unusual about the payment 
schedule in your proposal? 

Mr. Young. Absolutely not. 

Mr. Portnoy. In fact, if anything, it was the First Capital pro- 
posal that was unusual? 

Mr. Young. In my recollection, it was the only one that required 
that particular structure. 

Mr. Portnoy. Thank you, sir. 

Mr. Myers, what’s an Enrolled Actuary? 

Mr. Myers. An Enrolled Actuary is someone who has met the re- 
quirements imposed by ERISA. The Employment Retirement In- 
come Security Act of 1974 imposes certain education and experi- 
ence requirements so that you can be certified. You sign off on the 
actuarial statements that cover the funding for qualified retirement 
plans. 

Mr. PORTNOY. Maybe you could explain in a little more detail, 
what an actuary does? 

Mr. Myers. The actuary calculates your insurance premiums, 
how much you’re going to pay, based upon statistical analysis, mor- 
tality, he calculates the cost of your automobile insurance pre- 
miums, based upon what statistics indicate the ratio of accidents 
are in your given locale and sex and age, et cetera. 

In the pension case, you calculate the contribution amounts that 
the employer needs to put into the plan to pay for the benefits that 
have been promised to his employees under the terms of the plan. 

Mr. Portnoy. Would it be a fair summation to say that actuaries 
do statistical analyses? 

Mr. Myers. Yes. 

Mr. Portnoy. Is that what you did in this instance, sir? 
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Mr. MYERS. I don’t think it’s statistical analysis. I just did a 
present value study, I believe, looking at what’s here and what my 
memory says. 

Mr. PORTNOY. Well, this would be a good time, sir, perhaps to 
give you what I think might be a clearer copy of the work that you 
performed back in 1985. 

Mr. Myers. That would be nice. 

Mr. Portnoy. If you could give Mr. Myers a copy? Does this look 
familiar to you, sir? 

Mr. Myers. Yes. 

Mr. Portnoy. Does it look familiar to you, Mr. Mitchum? 

Mr. Mitchum. Yes, it does. 

Mr. Portnoy. Do either of you have any reason to believe this 
is not the document that Mr. Myers prepared back in 1985? 

Mr. Mitchum. No. 

Mr. Myers. I believe that this is my document, yes. 

Mr. Portnoy. Sir, I would draw your attention to the cover 
sheet, which is entitled “State Police Communication Bid Analysis.” 
Is that a summary of the work you did? 

Mr. Myers. Yes. 

Mr. PORTNOY. If you look at the first entry, I believe it lists First 
Capital Corporation and a cost of $18,073,030; is that correct? 

Mr. Myers. Yes. 

Mr. Portnoy. Was that cost actually the net present value cal- 
culation? 

Mr. Myers. Yes. Under that heading it says present value study. 

Mr. Portnoy. What is net present value in this context? 

Mr. Myers. That’s the discounted value of a stream of payments 
that are to be received at some future point in time. 

Mr. PORTNOY. And would it be fair to say that this figure is what 
the bond underwriting would cost the State of Arkansas in 1985 
dollars? 

Mr. Myers. Yes. 

Mr. Portnoy. The second entry is the Raney/Hutton/Lasater pro- 
posal, and that lists a cost or a net present value of $18,101,700. 

Mr. Myers. That’s correct. 

Mr. Portnoy. So the difference between those two proposals is 
approximately $28,000? 

Mr. Myers. Twenty-eight thousand dollars, yes, sir. 

Mr. PORTNOY. Out of more than $18 million? 

Mr. Myers. That’s correct. 

Mr. Portnoy. Have you had occasion to calculate what that dif- 
ference is in percentage terms? 

Mr. Myers. Umm 

Mr. PORTNOY. Don’t even try. 

Mr. Myers. It’s a few basis points. 

Mr. Portnoy. Fortunately, I have a calculator and I came up 
with fifteen one-hundredths of 1 percent. I believe you character- 
ized that difference earlier as? 

Mr. Myers. De minimis. 

Mr. Portnoy. De minimis or infinitesimal. Would you agree with 
that characterization, Mr. Mitchum? 

Mr. Mitchum. Yes, I would. 
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Mr. Portnoy. Is there anybody who would disagree that for pur- 
poses of a bond underwriting that the difference between these two 
proposals is effectively zero in price? 

Mr. Mitchum. Correct. 

Mr. PORTNOY. Now turning to the second numbered portion of 
this first page, Mr. Myers, it says, “Other Considerations — A. Tim- 
ing of Payments. First Capital’s bid requires the State to make 
payments immediately. The Hutton/Lasater bid’s first payment is 
not due until the 13th month. The State thus has the use of the 
driver’s license revenue for a longer period which further serves to 
reduce the cost.” Does that, in effect, confirm what Mr. Young was 
saying about their proposal, sir? 

Mr. Myers. Yes, it does. 

Mr. Portnoy. So would it be your view that the $28,000 dif- 
ference we discussed, which we’ve already established is essentially 
nothing, does not even include this factor which makes the Raney 
proposal less expensive for the State? 

Mr. Myers. I believe the calculations that I did reflect the dis- 
counting in the use of the State for that money. I think that’s just 
the opposite of what you said. 

Mr. Portnoy. I believe Mr. Mitchum testified in his deposition 
that he had a different understanding, that the numbers that you 
came up with did not reflect the arbitrage opportunities that were 
available to the State under the RHL proposal. Is that your recol- 
lection? 

Mr. Mitchum. I believe I was incorrect on that. 

Mr. PORTNOY. So that was your understanding at the time, 
though, sir? 

Mr. Mitchum. Right. 

Mr. Portnoy. Thank you. 

The Chairman. Do we have any more? 

Mr. Chertoff. Two quick questions. 

The Chairman. Two quick questions. 

Mr. Chertoff. I just want to be clear. We are clear now finally 
I guess, Mr. Young, when we look at Mr. Myers’ analysis, that the 
First Capital bid, in terms of cost, was lower than the Raney/Hut- 
ton/Lasater bid; right? 

Mr. Young. That’s correct. 

Mr. Chertoff. And the difference boils down to this complicated 
issue involving arbitrage where lawyers can debate until the cows 
come home about whether the statute allows you to hold back the 
money to do that or not; right? But what we do know, Mr. Young, 
is that it all boiled down to the opinion that the law firm issued, 
that’s Jim Guy Tucker’s law firm issued that said that it was OK 
to hold back the money and do this arbitrage. 

We also know that this law firm was the law firm that drafted 
the legislation and was paid by your syndicate and that offered this 
critical opinion that turned a losing bid into a winning bid. We 
know that; right? 

Mr. YOUNG. Well, I don’t think I agree with your characterization 
that that was what won the bid for us, but 

Mr. Chertoff. This is what Mr. Myers, the quote “independent 
person” prepared. Because if you look, it’s right on, you can’t, I 
mean, this thing doesn’t lie. This was made up at the time. 
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In just plain black and white, First Capital comes in first with 
the lowest cost, but the consideration that turns it is this notion 
of the Raney/Hutton/Lasater bid holding back the money. And that 
all boils down to how you read that legislation. The people who 
read the legislation were bought and paid for by Mr. Lasater. I 
mean, that seems to me to be the sum and substance of it. You 
can’t deny any more that Mr. Lasater and your firm and the Hut- 
ton firm together did, in fact, pay the lawyers who rendered the 
opinion that allowed this arbitrage deal with the money; right? You 
guys paid the lawyers? 

Mr. YOUNG. I think I would agree that we paid the lawyers for 
their services. 

Mr. Chertoff. OK. 

The Chairman. No further questions. 

Senator Sarbanes. Mr. Goodwin, you are now the retired former 
Director of the Arkansas State Police? 

Mr. Goodwin. Yes, sir. 

Senator Sarbanes. Is the Director the top job in the Arkansas 
State Police? 

Mr. Goodwin. Yes, 13 years. 

Senator Sarbanes. You were the Director for 13 years beginning 
when? 

Mr. Goodwin. Yes, sir, 1981 and retired in 1994. 

Senator Sarbanes. Were you with the State Police before that? 

Mr. Goodwin. Yes, sir. 

Senator Sarbanes. How long were you with the Arkansas State 
Police? 

Mr. Goodwin. For 25 years prior to that. 

Senator Sarbanes. Prior to becoming the Director? 

Mr. Goodwin. Yes, sir. 

Senator Sarbanes. So you had a total of 38 years with the Ar- 
kansas State Police? 

Mr. Goodwin. That’s correct. 

Senator Sarbanes. Are you appointed by the Governor? 

Mr. Goodwin. Yes, I am. 

Senator Sarbanes. For a term or for an unlimited period? How 
does that work in Arkansas? 

Mr. Goodwin. Normally with a change of Governor, the Director 
will change. It’s his option. 

Senator Sarbanes. Who appointed you as Director? 

Mr. Goodwin. Frank White. 

Senator Sarbanes. Governor White appointed you. 

Mr. Goodwin. Yes, sir. 

Senator Sarbanes. Was it open to Governor Clinton to replace 
you? Under the law, could he have done that? 

Mr. Goodwin. He could have done that, yes. 

Senator Sarbanes. But he did not, he retained you as Director? 

Mr. Goodwin. That’s correct. 

Senator Sarbanes. So you were picked by Governor White but 
Governor Clinton retained you, well, I guess, until he was gone 
from Arkansas, and then you decided to retire at some subsequent 
time? 

Mr. Goodwin. Well, I probably worked at least a year, maybe a 
year and a half under Governor Tucker. 
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Senator Sarbanes. So you worked through three Governors as 
Director? 

Mr. Goodwin. Yes, sir. 

Senator Sarbanes. Of the Arkansas State Police? 

Mr. Goodwin. Yes, sir. 

Mr. Cole. I just v, anted to be clear on one final point, Colonel 
Goodwin. It goes back to a point Mr. Chertoff raised. There was a 
time when Governor Clinton asked you to inquire, at least raised 
concerns about Mr. Lasater and his cocaine or rumors of his co- 
caine use. Is that correct? 

Mr. Goodwin. I hope I made it clear that I’m not sure who initi- 
ated the conversation but yes, I did discuss it with him. 

Mr. COLE. In any event, and I want to be clear too because I 
think this is important, there was a concern and the Governor 
shared the concern, whoever raised it, and you checked and found 
there was no record that Mr. Lasater was being investigated, and 
he certainly hadn’t been tried or convicted at that time? 

Mr. Goodwin. That’s correct. 

Mr. Cole. So what you were dealing with at that time really was 
just rumors? 

Mr. Goodwin. That’s what I was dealing with, yes. 

Mr. Cole. I think earlier you drew a distinction and perhaps you 
didn’t testify fully about it, but you noted that with the E.F. Hut- 
ton group and the concerns that some of the board members had 
raised about Hutton, Hutton had been convicted of Federal fraud 
charges. In fact, it entered a guilty plea at that time, so there was 
a conviction there. 

Mr. Goodwin. That’s correct. 

Mr. COLE. You drew a distinction, at least in your mind, between 
a situation where a firm had been found guilty in court on the one 
hand with Hutton, and on the other hand with Lasater, where you 
had some unsubstantiated rumors, and I recognize that later Mr. 
Lasater did plead guilty to drug charges and those rumors turned 
out to have some foundation, but at the time you were dealing with 
rumors? 

Mr. Goodwin. Yes. 

Mr. Cole. Then I take it you would have had some question 
about whether it would have even been appropriate for the State 
to have taken what would have been pretty serious action against 
a group of underwriting firms, that would be to disqualify them 
from the bidding process, just based on some rumors that had not 
legal foundation at that time? 

Mr. Goodwin. If I had been a member of the Commission, I 
would have been concerned about it. 

Mr. COLE. Thank you. 

The Chairman. We have no further questions and this panel is 
dismissed with the thanks of the Committee. We have at least two 
intervening votes, and so we will reconvene at 3:00 o’clock. 

[Whereupon, at 12:40 p.m., the Committee was recessed to recon- 
vene at 3:00 p.m. this same day.] 
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AFTERNOON SESSION 

The Chairman. Before I swear in the witnesses, I am going to 
recognize Mr. Ben-Veniste for a statement. 

Mr. Ben-Veniste. Thank you, Mr. Chairman. 

In response to inquiries that our office has received probably 
emanating from a story that appeared on the editorial page of The 
Wall Street Journal some time ago, I wanted to clarify something 
so I don’t have to respond to a number of different inquiries. 

The Chairman. Do you think that this will keep people from con- 
tinuing to raise questions? 

Mr. Ben-Veniste. Probably not, but it will keep me from having 
to respond. 

The Chairman. I was going to say, how naive. 

Mr. Ben-Veniste. In 1984 or 1985, I represented an individual 
by the name of Barry Seale in a criminal case brought against him 
in Federal Court in Ft. Lauderdale, Florida. Seale had asked me 
to represent him because of an earlier trial I had just won in the 
same courthouse. 

Ultimately, Seale was convicted of illegally importing quaaludes 
into the United States, and thereafter became an undercover opera- 
tor for the Government in several high-profile investigations be- 
cause a link had been alleged in the right wing press involving 
Barry Seale, Mina Airport in Arkansas, and Dan Lasater. 

I advised Senator Sarbanes, prior to my appointment as Special 
Counsel to this Committee, that if the Committee were to investi- 
gate these allegations, I would feel more comfortable if someone 
else on the staff were involved. Senator Sarbanes agreed that even 
though there was not a remote suggestion of a conflict of interest, 
that given the breadth of the anticipated inquiry by this Commit- 
tee, the assignment of this area to another staffer would be agree- 
able. 

Accordingly, I assigned the questioning of Mr. Lasater to others, 
even though this Committee has not concerned itself with the alle- 
gations concerning Mina Airport. I personally have seen no evi- 
dence from any source that would link Barry Seale to Mr. Lasater, 
much less to any area under inquiry by this Committee. 

Clearly, there never has been nor is there now, to the best of my 
knowledge, any conflict between my prior representation of Mr. 
Seale and the work of this Committee. And I wanted you to know 
that, Mr. Chairman, and of course, Senator Sarbanes and I have 
discussed this early on and then again I thought it appropriate to 
make this statement. 

The Chairman. Thank you. 

Senator Sarbanes. Mr. Chairman, I simply want to say I frankly 
do not think there was a conflict, but Mr. Ben-Veniste, in really an 
abundance of caution, thought it would work better this way, and 
that was the understanding we made at the outset, and I’ve seen 
nothing that’s changed my view on that. 

But I think, sir, that no questions are raised, we are going to fol- 
low this procedure although I want to make it very clear I think 
he could, in my own view, participate without there being a conflict 
of interest, but we’ll avoid any questions about that by following 
this course of action. 
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The Chairman. I appreciate the sentiment shared by my Rank- 
ing Member, and I commend Mr. Ben-Veniste for taking this course 
of action. 

Mr. Ben-Veniste. Thank you, Mr. Chairman. 

The Chairman. May I ask our witnesses to please stand for the 
purposes of taking the oath. 

[Witnesses sworn.] 

The Chairman. If any of the witnesses would like to make a 
statement, we would be happy to receive them at this time. 

Mr. Bratton. 

SWORN TESTIMONY OF SAM I. BRATTON, JR. 

FORMER COUNSEL TO GOVERNOR CLINTON 

Mr. Bratton. No, Mr. Chairman. 

The Chairman. Mr. Gaines. 

SWORN TESTIMONY OF MICHAEL J. GAINES 
FORMER PUBLIC SAFETY LIAISON TO ARKANSAS STATE 
POLICE FOR GOVERNOR CLINTON 

Mr. Gaines. No, sir. 

The Chairman. Mr. Nash. 

SWORN TESTIMONY OF BOB J. NASH 
FORMER SENIOR EXECUTIVE ASSISTANT FOR 
ECONOMIC DEVELOPMENT TO GOVERNOR CLINTON 

Mr. Nash. No, sir. 

The Chairman. Fll turn to Mr. Giuffra. 

Mr. Giuffra. Good afternoon, panel. 

Mr. Nash, if I could begin with you, sir. Between 1983 and 1988, 
you were the Senior Executive Assistant to Governor Clinton for 
Economic Development. 

Mr. Nash. That is correct. I may have gone into 1989. 

Mr. Giuffra. Then you became the head of the Arkansas Devel- 
opment Finance Authority? 

Mr. Nash. That is correct. 

Mr. Giuffra. While you were the Assistant to the Governor for 
Economic Development, did you know a man named Charles Stout? 

Mr. Nash. I remember that name. I believe he was a board mem- 
ber of the Bond Authority. 

Mr. Giuffra. Was he the Chairman of the Arkansas Develop- 
ment Housing Agency? 

Mr. Nash. I can't remember whether he was the Chairman or 
not. I think I remember him being on the board. 

Mr. Giuffra. And he was appointed by Governor White who was 
Governor Clinton's predecessor? 

Mr. Nash. I don't remember who appointed him. 

Mr. Giuffra. Did you ever speak to Mr. Stout about bond under- 
writing work for the Arkansas Development Housing Authority? 

Mr. Nash. Did I ever speak to him when? 

Mr. Giuffra. Some time during 1983, 1984, 1985, about the Ar- 
kansas Housing Development Housing Agency bond underwriting 
contracts? 

Mr. Nash. I was on the Governor's staff at the time and I could 
have spoken to him if he was on the board at that time. 
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Mr. Giuffra. Did you ever instruct Mr. Stout to include a firm 
called Collins, Block & Lasater in HDA underwritings? 

Mr. Nash. No, I did not. 

Mr. Giuffra. You’re certain that you did not do that? 

Mr. Nash. I’m certain I did not do that. 

Mr. Giuffra. Did you ever discuss with Mr. Stout on any occa- 
sion whether certain underwriting firms should receive a certain 
percentage of HDA underwriting work? 

Mr. Nash. I don’t recall ever discussing anything like that with 
Mr. Stout. 

Mr. Giuffra. So you never said to Mr. Stout that, for example, 
the Block Lasater firm should receive 30 percent of the HDA work? 

Mr. Nash. No, I don’t recall ever mentioning anything like that. 

Mr. Giuffra. Mr. Bratton, if I could turn to you. You were coun- 
sel to the Governor in the mid-1980’s? 

Mr. Bratton. That’s correct. 

Mr. Giuffra. In that capacity, you were involved in drafting and 
reviewing legislation? 

Mr. Bratton. Among other things. 

Mr. Giuffra. Let me direct your attention, do you recall legisla- 
tion to authorize the financing of the police radio system? 

Mr. Bratton. Generally. 

Mr. Giuffra. And that was part of the Governor’s 1985 legisla- 
tive package? 

Mr. Bratton. I don’t recall whether it was a part of the Gov- 
ernor’s package, as it was referred to. It was a piece of legislation 
that the Governor’s office was interested in and supported. 

Mr. Giuffra. Do you recall discussing this legislation with the 
Governor on any occasion? 

Mr. Bratton. I am sure I did discuss it with him on several oc- 
casions during that period of time. I don’t have any specific recol- 
lection of any conversation. 

Mr. Giuffra. Do you recall the Governor being present at meet- 
ings at which this bond underwriting contract was discussed? 

Mr. Bratton. The legislation or bond underwriting? 

Mr. Giuffra. Let’s talk about some legislation first. 

Mr. Bratton. That’s been 11 years ago, and I don’t recall specific 
meetings. Knowing generally how we operated, I am sure the Gov- 
ernor was present on more than one occasion when that piece of 
legislation and others would have been discussed in the context of 
the legislative session and the initiatives we were supporting. 

Mr. Giuffra. You would agree that this was an important item 
on the Governor’s agenda at the time? 

Mr. Bratton. Along with many other things that would have 
been important. 

Mr. Giuffra. In terms of how you would have financed the police 
radio system, you considered a number of alternatives; right? 

Mr. Bratton. I do not recall how many alternatives were consid- 
ered. 

Mr. Giuffra. Was the actual legislation drafted in your office? 

Mr. Bratton. I don’t believe so. 

Mr. Giuffra. Were you aware that the Mitchell Williams law 
firm drafted the legislation? 

Mr. Bratton. Yes. 
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Mr. Giuffra. Was Mr. Jim Guy Tucker a partner in that firm? 

Mr. BRATTON. I believe he was a partner in that firm at the time. 

Mr. Giuffra. There was a Mitchell attorney who was present 
during the capital bid on the legislation? 

Mr. Bratton. There was a representative from the Mitchell firm 
that was present in some discussions about the legislation, I think. 

Mr. Giuffra. Available to answer legislators’ questions about the 
legislation? 

Mr. Bratton. On a few occasions that I recall, yes. 

Mr. Giuffra. Do you know who decided that the Mitchell Tucker 
firm should draft this legislation? 

Mr. Bratton. No. 

Mr. Giuffra. Was that a decision that was made by your office? 

Mr. Bratton. I believe that they provided a suggested draft to r 
us. I don’t have any recollection that we asked them to do that 
work. 

Mr. Giuffra. In her testimony last week, Ms. Wright, who was * 
Chief of Staff at the time, testified that, “All I know is that the 
work that the Mitchell firm did at our request in working with us 
on our legislation that was part of the Governor’s package on the 
Governor’s initiatives, and it had nothing to do with whatever else 
they were doing for Dan Lasater.” Would her testimony be correct r 
as far as you know? That you would have asked the Mitchell firm 
to do this work? 

Mr. Bratton. I don’t recall whether we asked the Mitchell firm 
to do work or not. j 

Mr. Giuffra. The State of Arkansas did not pay the Mitchell 
Tucker firm to do this work. Is that right? 

Mr. Bratton. Not that I’m aware of. 

Mr. Giuffra. Did you know who was paying the Mitchell Tucker [ r 
firm’s bills with regard to this legislation? * 

Mr. Bratton. No. 

Mr. Giuffra. And did you ever ask anyone who was paying the 
Mitchell Tucker law firm’s bills in connection with drafting this ^ 
legislation? 

Mr. Bratton. No, I did not. It was not uncommon, since neither , 
the Governor’s office staff nor the Bureau of Legislative Research j 
staff, had any particular expertise in drafting bond type legislation, j 
for attorneys with four or five of the bond law firms in Little Rock f; 
who did bond work to assist in drafting bond-related legislation. 
Sometimes those firms might have had an on-going relationship 
with a particular agency that would be involved with it, and would 
do that type of work. 

Mr. Giuffra. And sometimes they might be representing one of 
the underwriters? 

Mr. BRATTON. Or have been bond counsel or had worked with an 
underwriting firm. So it was not unusual where that type of legis- 
lation was being considered for us to have the legislation provided 
to us by a law firm that had bond expertise and expertise in draft- 
ing that type of legislation. So I didn’t think anything in particular 
about it one way or another. 

Mr. Giuffra. You didn’t try to find out who was paying the bills? 

Mr. Bratton. No. 
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Mr. GlUFFRA. They, obviously, were not working pro bono or for 
free? 

Mr. Bratton. I don’t know whether they were or not. 

Mr. GlUFFRA. You didn’t think they were, though, did you? 

Mr. Bratton. I didn’t have any reason to think about it one way 
or another. As I said, it was fairly common for firms to assist in 
drafting legislation, either because of previous work they’d done for 
the State or perhaps in the expectation that they might get work 
in the future. 

Mr. GlUFFRA. The Committee has received certain billing records 
indicating that the Mitchell Tucker firm billed Mr. Lasater’s firm 
about $22,000 to draft this legislation. Were you aware of that? 

Mr. Bratton. No. 

Mr. Giuffra. You were not aware of the fact that the Mitchell 
Tucker firm was paid by Lasater? 

Mr. Bratton. No. 

Mr. Giuffra. Mr. Gaines, you were not aware that the Mitchell 
Tucker firm was paid by Lasater, were you? 

Mr. Gaines. No, I was not. 

Mr. Giuffra. Mr. Nash, were you aware of that fact? 

Mr. Nash. No, I was not. 

Mr. Giuffra. Do you have any problem, Mr. Bratton, with one 
of the bidders being involved having their law firm draft legisla- 
tion? Do you see any conflict potentially there? 

Mr. Bratton. I didn’t at the time, and I don’t think I do now. 

Mr. Giuffra. Would you have wanted to know that the Lasater 
firm was paying the Mitchell Tucker firm to draft legislation? 

Mr. BRATTON. I don’t know whether that would have made any 
difference. 

Mr. GlUFFRA. If you were going to be meeting with the Lasater 
firm’s representatives, or the Mitchell firm’s representatives, would 
you have wanted to know who was paying the bills? 

Mr. BRATTON. As I said, at the time I didn’t think one way or 
another about whether they were being paid or by whom they were 
being paid. 

Mr. Giuffra. Now, Mr. Bratton, did you know who Dan Lasater 
was in 1985? 

Mr. Bratton. I generally knew who he was. I did not know him. 

Mr. Giuffra. Did you know that he was a supporter of Governor 
Clinton? 

Mr. Bratton. I had that general impression, I think. 

Mr. Giuffra. Mr. Gaines, did you know who Mr. Lasater was? 

Mr. Gaines. No, I did not know him. 

Mr. Giuffra. Mr. Nash, did you know who Lasater was in 1985? 

Mr. Nash. Yes. 

Mr. Giuffra. You believed him to be a supporter of Governor 
Clinton? 

Mr. Nash. I understood that to be the case. 

Mr. Giuffra. Were you aware that Mr. Lasater had held a fund- 
raiser for Governor Clinton on October 4, 1984, at which approxi- 
mately $50,000 was raised? 

Mr. Nash. I read that in the press since I’ve been in Washington. 

Mr. Giuffra. Mr. Bratton, were you aware at the time that Mr. 
Lasater had held a fundraiser for Governor Clinton? 
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Mr. Bratton. Not that I recall. 

Mr. Giuffra. Were you aware that at the Governor’s request, 
Mr. Lasater had employed the Governor’s brother, Roger? 

Mr. Bratton. At some point, I knew Roger had worked for Dan 
Lasater. I don’t think I ever knew how that came about. 

Mr. Giuffra. Mr. Nash, were you aware of the fact that Mr. 
Lasater had employed the Governor’s brother, Roger? 

Mr. Nash. I understand that to be the case now. 

Mr. Giuffra. Mr. Bratton, do you know a man by the name of 
Michael Drake? 

Mr. Bratton. I know who he is. i 

Mr. Giuffra. He was the Senior Vice President at the Lasater 
firm? 

Mr. Bratton. I don’t know what his title was. I knew he was 
employed by the Lasater firm in the general timeframes that are 


under discussion today. y 

Mr. Giuffra. Did you attend any meetings with Mr. Drake in 
1985, in connection with the police bond underwriting? 

Mr. Bratton. I had some discussion with Drake during that pe- J 
riod of time while the legislation was under consideration. 

Mr. Giuffra. Did you have any one-on-one meetings with Mr. 
Drake, just the two of you? K 

Mr. Bratton. I’m sure he probably came by my office on an occa- 
sion and said, what’s happening with the legislation, that sort of tt 
thing. I don’t recall any protracted meetings with him. 

Mr. Giuffra. You were aware that he was interested in having 
Lasater & Company being hired to handle financing for the radio II 
system? it 

Mr. Bratton. I assume that was his interest. 


Mr. Giuffra. Mr. Gaines, did you ever meet with Mr. Drake 
back in 1985? 

Mr. Gaines. I know that I met him I believe at a State Police 
Commission meeting during that timeframe. I do not recall having sei 
any one-on-one meetings with him. 

Mr. Giuffra. Mr. Nash, do you recall meeting Mr. Drake back 
in 1985 in connection with this bond underwriting? Jan, 

Mr. Nash. In connection with what bond underwriting? 

Mr. Giuffra. The police radio system bond underwriting. sii 

Mr. Nash. No, I don’t recall meeting with him. 

Mr. Giuffra. The Committee has obtained billing records from 
the Mitchell Tucker law firm that reflect that you attended, Mr. fc 
Nash, a conference on January 11, 1985, with Mr. Drake and a 
lawyer at the Mitchell Tucker law firm. Do you have any recollec- h 
tion of that meeting? 

Mr. Nash. No, I don’t. 

Mr. Giuffra. Now the day before the Governor had met with 
persons from the Lasater firm and also from the Mitchell Tucker 
law firm, and discussed the police radio financing. Were you aware 
of that meeting? 

Mr. Nash. No, I don’t recall that meeting. 

Mr. Giuffra. The billing records also indicate that on January 
15th, 4 days later, a memorandum was sent to you by the Mitchell 
Tucker law firm and that was a response to a request you had 
made. Do you recall that at all? 
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Mr. Nash. No, I don’t recall that. 

Mr. Giuffra. The billing records also indicate that there were 
teleconferences between the Lasater law firm, Mitchell Tucker, and 
the Governor’s office on January 19th and January 23rd. Do you 
recall that? 

Mr. Nash. I’m sorry, ask the question again. 

Mr. Giuffra. Do you recall telephone conferences between the 
Mitchell Tucker law firm and your office on the 19th and 23rd? 

Mr. Nash. No, I don’t. 

Mr. Giuffra. If you could put up on the Elmo a March 4th meet- 
ing. These are notes of Mr. Bratton, DKSN 17800. Mr. Bratton? 

Mr. Bratton. Is that in the packet as well? 

Mr. Giuffra. It’s on the Elmo. 

Mr. BRATTON. I can’t read it off there. 

Mr. Giuffra. We will get it for you. It’s DKSN 17800. These are 
your notes, aren’t they, sir? 

Mr. Bratton. They seem to be. 

Mr. Giuffra. You attended a meeting on March 4th, again with 
Mr. Drake who worked for Mr. Lasater and Mr. Selig who worked 
for the Mitchell Tucker law firm, and Mr. Gaines. Is that correct? 

Mr. Bratton. That’s what it seems to indicate. Also Paul Young, 
Mahlon Hardin, and Joe, who was probably Joe Stuart. 

Mr. Giuffra. The Governor signed the legislation on April 4th, 
then the Police Commission made a final decision as to which fi- 
nancing proposal they would accept on May 10th. 

Could we put up on the Elmo, DKSN 27162. This is a memo from 
Mr. Gaines to Governor Clinton. Now, Mr. Gaines, you were the li- 
aison between the Governor’s office and the State Police; correct? 

Mr. Gaines. Yes. 

Mr. Giuffra. The Governor was a busy person; right? 

Mr. Gaines. Yes, he was. 

Mr. Giuffra. You would not normally bother the Governor and 
send him a memo of something containing unimportant informa- 
tion; right? 

Mr. Gaines. I would convey to him any information coming from 
an agency head. 

Mr. Giuffra. But it would have to be information that you con- 
sidered important, would it not? 

Mr. Gaines. No, it would not. 

Mr. Giuffra. Any information you received from an agency head, 
you would immediately communicate to the Governor’s office? 

Mr. Gaines. Pretty much true. I would send a memo directed to 
the Governor and Betsey Wright. 

Mr. Giuffra. This memorandum reports on certain observations 
of Mr. Goodwin. You knew Mr. Goodwin; correct? 

Mr. Gaines. Yes, he was Director of the State Police at the time. 

Mr. Giuffra. This reports on certain observations that he had 
with regard 

The Chairman. Let me ask you, why did you make this memo? 

Mr. Gaines. I do not have any specific recall of preparing the 
memo, but clearly it’s a type of memo I would have prepared and 
obviously, it is my handwriting. I’m only assuming, but I would as- 
sume that I had had communication with Colonel Goodwin and he 
had conveyed to me his observations concerning how he felt the 
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Commissioners were inclined toward the granting of that contract. 
And I was conveying that information on up to Ms. Wright and the 
Governor. 

The Chairman. You see what is unusual is that it is not a ques- 
tion of whether the Commissioners were going to vote for or 
against a particular project. What this is is who the Commissioners 
are going to vote for as it relates to the undertaking of the work. 
What relevance would that have to the Governor, to any Governor, 
forget this Governor, to anyone if indeed he or his office was not 
interested in that? Do you follow what Fm saying? In other words, 
look, it’s not a question how do they feel about the project. Do we 
agree? This memo is not with respect to whether or not these Com- 
missioners are for the project. Is that correct? 

Mr. Gaines. That's correct. 

The Chairman. By the way, I take it that you did not speak to 
these individual Commissioners. You implied or said that you think 
you got this information from the then-Police Commissioner? 

Mr. Gaines. The Director of the State Police. That's my impres- 
sion that it was probably through a telephone call with Colonel 
Goodwin. 

The Chairman. Weren’t you at this meeting? 

Mr. Gaines. I don’t believe this was concerning a meeting. I be- 
lieve the meeting was scheduled at some point in the future, and 
he was relating how he felt the Commissioners would vote, the 
members would vote. 

The Chairman. So now here you are, you're talking to the Com- 
missioner as it relates to what he thinks their vote is going to be 
as it relates to who the underwriter’s going to be; right? 

Mr. Gaines. Yes. 

The CHAIRMAN. Why did you ask him that? 

Mr. Gaines. I don’t believe I did ask him that. Again, I don’t 
have any specific recall, but it would have been in the normal 
course of our business for Colonel Goodwin to either call me or in 
the course of a conversation with him that I had initiated to say 
here’s my impression of what’s going to happen. 

The Chairman. What’s going to happen as it relates to the Com- 
mission making a decision that they are going to vote on the bond- 
ing person. 

Let’s put it in another area. Let’s say it’s not this radio thing. 
Let’s say it’s going to be another issue, the airport or some other 
State project. It wasn’t your habit of having the Commissioner in 
charge of the Works Commission call you up and say, “I think this 
is the way the Commissioners are leaning in terms of voting for the 
bonding,” was it? 

Mr. Gaines. It was our general practice for the agencies that we 
served as liaison to to convey any information coming from the di- 
rector to Ms. Wright and the Governor. 

The Chairman. Wouldn’t this be very unusual to have them con- 
veying to you who they thought and how the votes were lining up 
even to the point where Rockefeller, we don’t know? 

Mr. Gaines. I can’t address Colonel Goodwin’s reasons for telling 
me that. All I know is that anything he conveyed to me I would 
have passed on. 
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The Chairman. Did somebody ask him to find out who the people 
are going to vote for? 

Mr. Gaines. Not that Tm aware of. 

The Chairman. But he did convey this information to you? 

Mr. Gaines. Yes. 

The Chairman. Mr. Giuffra. 

Mr. Giuffra. Now, Mr. Gaines, the Lasater group was part of a 
group with Hutton and also with T.J. Raney; right? 

Mr. Gaines. Yes, that’s correct. 

Mr. Giuffra. In your memo, you don’t make reference to Hutton 
or Raney, just to Lasater; right? 

Mr. Gaines. Yes, that’s correct. 

Mr. Giuffra. Is that because the people in the Governor’s office 
were only concerned about Lasater and not the other two? 

Mr. Gaines. No, I’m assuming that it was because that was the 
way it was conveyed to me by Colonel Goodwin. 

Mr. Giuffra. But Hutton was the lead underwriter; right? 

Mr. Gaines. That I don’t know. 

Mr. Giuffra. Now in the memo, there’s a notation from Betsey 
Wright which says, “Gov, we have real problem here since ‘street 
talk’ is that Lasater put in unreasonably low bid knowing he can 
raise it once he gets it.” Up at the top, it says in the Governor’s 
handwriting, “Lasater must be ‘told’ bid must be price.” You got the 
memo back; right? 

Mr. Gaines. I don’t recall whether it came back. It was directed 
back to my suite of offices, but whether I actually saw it or it was 
filed, I do not know. I don’t recall seeing it. 

Mr. Giuffra. Did you hear any street talk yourself about Lasater 
low balling the bid? 

Mr. Gaines. Not that I recall. 

Mr. Giuffra. Did the Governor direct you to take any action, for 
example, contact the State Police and let them know that Lasater 
was low balling the bid? 

Mr. Gaines. No. To the best of my knowledge, I never had a con- 
versation with the Governor about it. 

Mr. Giuffra. Because this memo says that Lasater should be 
told instead of the State Police right? 

Mr. Gaines. I’m not sure I follow you. 

Mr. Giuffra. The point is that the problem was that Lasater 

I was low balling the bid; right? That’s the concern Ms. Wright’s ex- 
pressing in the memo; right? 

Mr. GAINES. As far as the street talk? Yes. 

Mr. Giuffra. The Governor says, tell Lasater his bid has got to 
be priced. The Governor does not say tell the State Police that 
Lasater’s low balling the bid. Do you see that in the memo, sir? 

Mr. Gaines. Yes, I do. 

Mr. Giuffra. You don’t know why no direction was given to you 
to get to the State Police and say Lasater is low balling the bid? 
Mr. Gaines. No, I do not. 

Mr. Giuffra. Mr. Gaines, you attended a number of the State 
Police Commission meetings at which the various financing propos- 
als were discussed; right? 

Mr. Gaines. I remember attending one in particular where the 
formal presentations were made. It’s very likely, if there were other 
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meetings during that period of time concerning the financing, that 
I would have been in attendance. 

Mr. Giuffra. Do you recall reporting on those meetings to the 
Governor and Ms. Wright? 

Mr. Gaines. I don’t recall doing that, no. 

Mr. Giuffra. Do you recall any reservations being expressed at 
those meetings about the Raney/Hutton/Lasater group because of 
certain legal difficulties E.F. Hutton had gotten into? 

Mr. Gaines. No, I do not. 

Mr. Giuffra. There came a time, I believe it was on May 10th, 
when the Police Commission approved the Lasater group to handle 
this financing; right? 

Mr. Gaines. I mean, I know they were approved, but I do not 
know when that was. 

Mr. Giuffra. Do you recall any discussions during this entire pe- 
riod in which there was any concern about the Lasater group or 
Mr. Lasater’s reputation? 

Mr. Gaines. No, I don’t. 

Mr. Giuffra. Do you recall any discussion at any time of Mr. 
Lasater’s drug use in the Governor’s office? 

Mr. Gaines. No. 

Mr. Giuffra. Mr. Nash, do you recall any discussion of Lasater’s 
drug use while you were in the Governor’s office? 

Mr. Nash. No, I do not. 

Mr. Giuffra. Mr. Bratton, do you recall any discussion of Mr. 
Lasater’s drug use while you were in the Governor’s office? 

Mr. Bratton. Not that I recall. 

Mr. Giuffra. Did you ever discuss with Governor Clinton, Rog- 
er’s relationship with Lasater? 

Mr. Bratton. No, I don’t have any recollection of ever having 
done so. 

Mr. Giuffra. Mr. Gaines, there was a request made by Governor 
Clinton to Colonel Goodwin to see whether Lasater was under in- 
vestigation for drug use. Were you aware of that request? 

Mr. Gaines. No, I was not. 

Mr. Giuffra. And you never discussed the request with Colonel 
Goodwin? 

Mr. Gaines. Not that I recall, no. 

Mr. Giuffra. Now in early 1985, Mr. Bratton, do you recall 
Roger Clinton testifying at a trial in Federal Court involving a man 
named Anderson? 

Mr. Bratton. I have some vague recollection of news coverage of 
it at the time, from that time. 

Mr. Giuffra. Mr. Gaines, do you recall Roger Clinton testifying 
at that trial involving a man named Anderson? 

Mr. Gaines. It seems like I recall, similar with Mr. Bratton, I re- 
member news accounts of that. 

Mr. Giuffra. Mr. Nash, do you recall Roger Clinton testifying at 
Mr. Anderson’s drug trial in Federal Court? 

Mr. Nash. I seem to remember newspaper accounts or press ac- 
counts of that, yes. 

Mr. Giuffra. If I could just direct your attention to certain press 
accounts, maybe you can put them on the Elmo. 
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Now, Mr. Nash, the Gazette was one of the two statewide papers 
at the time; is that right? 

Mr. Nash. What year? 

Mr. Giuffra. This is in 1985. 

Mr. Nash. Yes, as I remember the Arkansas Democrat was one 
statewide paper, and the Arkansas Gazette was another. 

The Chairman. Do you have a copy of that in front of you, Mr. 
Nash? Mr. Gaines, would you make that copy available? 

Mr. Gaines. Sure. 

The Chairman. Just to save time. Let's move it. 

Mr. Giuffra. In this article, which is dated 2/27/85, which is sev- 
eral months before the Lasater firm receives the bond underwriting 
contract, there’s a statement that a woman testifies that Mr. Dan 
Lasater 

The Chairman. Why don’t you refer him specifically, what col- 
umn is it that you’re talking about? 

Mr. Giuffra. It is in the second column over, midway down, it 
is the column which is now marked in yellow. 

The Chairman. OK. 

Mr. Giuffra. It’s right on your screen. 

The Chairman. Do you see where it says on the screen, and in 
this, Dan Lasater? 

Mr. Giuffra. Do you see that, sir? 

Mr. Nash. Yes, I see it. 

Mr. Giuffra. I’ll read it into the record. It says: 

Ms. Canada also testified that Dan Lasater, an Arkansas native who owns a race 
horse farm in Florida and who once gave young Clinton [Roger], $8,000 to help set- 
tle drug debts, also used cocaine. 

Do you recall seeing that at the time? 

Mr. Nash. No, I don’t recall seeing that. 

Mr. Giuffra. Mr. Gaines, were you aware of that testimony? 

Mr. Gaines. No, I was not. 

Mr. Giuffra. Mr. Bratton, were you aware of that testimony? 

Mr. Bratton. I don’t recall. 

Mr. Giuffra. Were you aware of the testimony, Mr. Bratton, 
with regard to the fact that Mr. Lasater had paid $8,000 to Roger 
Clinton to help him pay off some drug debts? 

Mr. Bratton. I don’t recall whether I read that article at the 
time or not. 

Mr. Giuffra. Were you aware of that, Mr. Gaines? 

Mr. Gaines. I don’t recall being aware of it. 

Mr. Giuffra. Mr. Nash? 

Mr. Nash. I don’t recall being aware of it. 

The CHAIRMAN. Let me make an observation. I find that, if you 
don’t recall it now, I understand. But let me tell you something. If 
something had been reported of this nature in just about anybody’s 
State and particularly as it relates to you gentlemen and the posi- 
tions that you held, I find it hard to understand why you would not 
have remembered, yes, there was something about that. 

I understand that you can’t recall everything. But I tell you this, 
I don’t understand what would be so terrible, and it would be a lot 
more credible, at least as far as I’m concerned, if you were saying, 
I recall this. My gosh, you mean to tell me that people didn’t com- 
ment on that? You mean to tell me that wasn’t reported on the 
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radio and television thereafter? It’s not credible for three people in- 
volved in the body politic as much as you were to sit here now and 
say that you never even heard that. That’s nonsense. 

Mr. Bratton. Senator, if I might respond. I understood the ques- 
tion to be whether today I have a present recollection of having 
read this article a dozen years ago. 

The Chairman. A dozen years ago? 

Mr. Bratton. I probably read this article. I don’t recall. 

The Chairman. There were news accounts about this article, 
weren’t there, Mr. Bratton? Weren’t there radio comments? Wasn’t 
there TV comment? Wasn’t there other things? Wasn’t there talk 
in political circles? I mean, it would be unusual. Look, I do not 
think that when we get through, this panel is going to be the hill 
of beans that’s uncovered — but I have to tell you what takes place 
and the kind of thing that I think is just exasperating, is that it 
would be absolutely, I believe, unbelievable to anyone who really 
understands you are deeply immersed in government in politics. 

You care for the work you are doing, you care for your principal 
who you are working for, the Governor. Isn’t that true, Mr. Gaines? 
Didn’t you care for him? 

Mr. Gaines. Certainly. 

The Chairman. Of course you did. 

Mr. Bratton, you were his counsel. 

Mr. Bratton. Absolutely. 

The Chairman. Mr. Nash. 

Mr. Nash. Absolutely. 

The Chairman. My gosh, here the Governor’s brother is accused 
of this and there’s testimony to this. Of course, you’d be concerned. 
Certainly, you would have heard of it. If you didn’t read that article 
yourself the first day, do you mean to tell me acquaintances 
wouldn’t have mentioned it to you? Of course, they would have and 
they did; and for you to come here and say, “well, I don’t recall,” 
it’s not credible. Now look, do I expect you to say I remember that 
very same day, but of course you heard this, and I don’t mean you 
heard this last year or the year before. I mean, it had to be. This 
wasn’t the first time, there were a number of occasions in which 
this situation took place. 

So maybe the question was too narrowly drawn as it related to 
this specific trial and this specific time. But there came a point in 
time when there were newspaper articles as it related to this 
charge. As a matter of fact thereafter, I think it’s indisputable that 
took place. That’s just the observation I am going to make. The yel- 
low light is on. 

We are in the middle of a vote. We’ll come back hopefully in 15 
minutes. Try to be a little more up front, please. I mean, that’s my 
observation to you. I think you all do your jobs as best you can. 
I’m not looking to browbeat, nobody’s here looking to browbeat. We 
want to get your testimony. But I’ll tell you, it’s hard when I hear 
the kind of reply that came through. And I don’t attribute any bad 
motives to any of you, but let’s see if we can be a little bit more 
responsive and not so guarded. 

By the same token, if Counsel asks you, can you recall a specific 
meeting at a specific time, I know darn well you may not and you 
probably can’t, because I couldn’t. It’s unreasonable to expect recall 
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with specificity. But this kind of thing I think is a situation were 
we have to try to be a little more forthcoming, so we can move 
through this alot faster. 

Senator Sarbanes. Mr. Chairman, let me make this observation. 
The Chairman. Sure. 

Senator Sarbanes. The question, as I understood it, was whether 
they recall now having read this article then. I think it's kind of 
hard to get upset with them when they say, well, you know, I don't 
recall now whether I read that article or not. 

The Chairman. Well, you know what, I think that now we’re get- 
ting down to the point where we’re attempting through lawyers to 
find a way to evade and to be less than responsive and candid in 
the totality. You said the whole truth. I mean, the fact of the mat- 

I ter is that you were aware that this was raised back then. Do you 
recall with specificity the date that you read this? Of course no one 
would ask that. That’s why I say it’s disingenuous. All I’m asking 
and all Counsel’s asking, and we will get through with this alot 
sooner, is be responsive. 

Do you mean to tell me that you don’t remember having read an 
article or heard about this thing, or you don’t have recall that this 
thing didn’t create a stir in the capitol in Little Rock? 

What are we talking about? You didn’t live in a State with 500 
million people and this was some obscure place; you are in Little 
Rock. This newspaper is circulated there. You work for the Gov- 
ernor, your principal. His brother, it’s been testified, was involved 
in a situation. You didn’t talk about it? You didn’t Irnow about it? 
j You didn’t hear about it? Of course, you did. And for you to say, 

| well, I don’t recall, that’s not saying if you don’t recall reading this 
e specific— did you hear about what was mentioned in this news- 
paper? Now do you have a recollection of having come to learn 
j about this? 

Mr. Gaines. 

Mr. Gaines. I believe my testimony, Mr. Chairman, was that I 
u have a general recall of the press accounts. The specifics of it I 
s don’t. This specific reference to a testimony by Ms. Canada, 
j The Chairman. You would never remember the name Ms. Can- 
ada, of course. 

Mr. Gaines. And the fact that 

B The Chairman. But the essence of it is that an $8,000 drug debt 
• IS was paid off by Lasater. 

jt Mr. Gaines. No, I do not remember that part. 

|. The Chairman. You don’t? 

Mr. Gaines. No, sir, I do not. I do remember the 

5 The Chairman. What do you remember? 

Mr. Gaines. I remember some specific, I mean, just general press 
accounts of the fact that there was testimony in the trial of Mr. An- 
; e derson, I believe. I mean, that’s all I remember. 

The CHAIRMAN. Testimony, wait. You remember testimony at Mr. 
!{ j Anderson’s trial about what Mr. Gaines; nothing specific? Nothing 
about the Governor’s brother? 

Mr. Gaines. I remember the accounts that were in the press. I 
: remember that he testified there, but I do not remember the specif- 
u ics of what he testified to, no, sir, I do not. 
j] The Chairman. Really? 
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Mr. Nash, you too? 

Mr. Nash. Mr. Chairman, when I was asked the question about 
whether I remembered about the Governor’s brother and Mr. Las- 
ater, I stated that I remember press accounts. 

When this was put up on the screen, this highlighted portion, 
that mentioned the name and the dollars, I specifically do not re- 
member that. There’s a figure in there of $8,000. Prior to seeing 
that on that screen, I would not know, I couldn’t tell you what the 
figure was. I know there was some figure. 

The Chairman. When that came out, when that account hit, peo- 
ple were talking about it, weren’t they? Weren’t they talking about 
it in the Capital? 

Mr. Nash. I don’t recall talking about it in the Capital. 

The Chairman. You don’t recall it, Mr. Gaines? Nobody talked 
about it? 

Mr. Gaines. I don’t have any recollection of it. 

The Chairman. Mr. Bratton? 

Mr. Bratton. No, I don’t remember. I don’t recall. 

The Chairman. If you say you don’t recall, you don’t recall. I just 
have to make an observation that I think it would be unusual. It 
is not credible to think that any Governor, forget this Governor, I 
mean, if something like that took place. I have to tell you the natu- 
ral thing would be to say, “My gosh, what do you think about this? 
Oh, the guy’s full of nonsense.” I am not telling you and nobody 
seeks to incriminate anybody as it relates to what an account was, 
but it is not credible to think that somebody would not recall that 
kind of situation, given where you were, given where you were 
working, et cetera. I find it difficult to understand. 

I think it would be a normal reaction for you to say, “It didn’t 
happen.” OK, that’s your testimony. If you don’t recall, you know 
this whole thing, if you’re saying it didn’t make a little stir within 
your own political circles and within your own working circles, 
that’s fine, that’s your testimony. I accept it for what it is. 

We will break and then come back. 

Senator Sarbanes. 

Senator SARBANES. The Governor’s brother had earlier pleaded 
guilty before this article ever appeared. 

The Chairman. Well, that’s why I find it rather incredulous that 
they wouldn’t even take note of the fact that this situation with 
Lasater having paid off the drug debt, that it made nothing. They 
don’t remember it. I mean, really. I think it would be the most nat- 
ural thing in the world to remember. I cannot understand how the 
person that you worked for, that you wouldn’t see any relevance, 
you wouldn’t recall this, you wouldn’t be either surprised or say it’s 
nonsense or whatever. Of course, you would. You are the counsel 
to this man. You mean something like this, you wouldn’t think 
about it? 

Mr. Bratton. Senator, what I have tried to say is that I do not 
have any recollection of conversations about these specific allega- 
tions that are contained in this article. It is entirely possible that 
people did comment on it. Do I remember today what those com- 
ments were and did they occur? I don’t recall and I don’t want to 
speculate about things that might have occurred or were likely to 
have occurred that I don’t today recall. 


yo 
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The Chairman. I think we have really more than adequately cov- 
ered it and I may have beaten the horse to death, and I think we 
ought to move on. 

We are going to take a 15 minute break and come back, and at 
that time Senator Sarbanes will query. 

[Recess.] 

The Chairman. We’ll resume, Counsel. 

Mr. Cole. Thank you, Mr. Chairman. 

Mr. Gaines, I would like to ask you just a couple of more ques- 
tions about this memorandum that was shown to you previously. 
If we could put Mr. Gaines’ 1985 memorandum up; thank you. 

I think if I understood you correctly, Mr. Gaines, at this time you 
were the Governor’s office liaison with the State Police. You were 
the Governor’s office staff person with the principle responsibility 
for that agency? 

Mr. Gaines. That’s correct. 

Mr. Cole. I think I also heard you indicate that at this time, 
that is, May 1985, you did not know who Mr. Lasater was. You did 
not know Mr. Lasater? 

Mr. Gaines. I did not know him. I am confident that I had prob- 
ably heard his name; but, no, I did not know him. 

Mr. Cole. Don’t worry, sir. I am not going to suggest otherwise. 
In fact, it struck me and I’m not critiquing your spelling here. If 
you look at this memorandum, you spelled his name L-a-s-i-t-e-r, 
and I think we now know that Mr. Lasater’s name is spelled L-a- 
s-a-t-e-r. That would indicate to me that this is not someone that 
you are familiar with; in fact, you didn’t even know how to spell 
his last name correctly. 

Mr. Gaines. Clearly, I didn’t. 

Mr. Cole. I thought that was significant, because the suggestion 
is that somehow you were monitoring the progress of the Lasater 
group’s bid on this bond offering. You were a little behind the curve 
as far as knowing who was who and what was what. 


I guess it goes without saying you’ve already indicated that no 


one in the Governor’s office told you to monitor or count the votes 
or count heads on this bond offering. You were just reporting what 
Colonel Goodwin had given you. 

Mr. Gaines. That is correct. I was simply relaying what Colonel 
Goodwin apparently had told me. 

Mr. Cole. And you prepared what appears to me to be a fairly 
ii[ informal handwritten memorandum, and just passed it on to Ms. 
Wright and the Governor in the normal course of business, as you 
would if you’d been given information by any department head? 

Mr. Gaines. That’s correct. 

Mr. Cole. Mr. Bratton, I also have a couple of questions for you. 
We’re going to try to be brief here. In terms of the role of the 
Mitchell Williams law firm in the drafting of this legislation that 
authorized the issuance of the bonds for this police radio network, 
you had as I understand it, a long career in State government, sir, 
and served as Counsel to the Governor for a number of years, as 
well as other posts? 

Mr. Bratton. That’s correct. 

Mr. Cole. In that capacity, did you have considerable dealings 
with legislation and the State Legislature? 
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Mr. Bratton. Yes, I did. 

Mr. Cole. Was it unusual for a group that had an interest in leg- 
islation or wanted to propose legislation to retain a law firm to 
write draft legislation and then give it to members of the Legisla- 
ture or staff in the Executive Branch, hoping it would be proposed? 

Mr. Bratton. Not at all. It was common. 

Mr. COLE. So what took place here wasn’t out of the ordinary as 
far as the legislative process in Arkansas? 

Mr. Bratton. No, it was not. 

Mr. Cole. And in fact, if a group had something that they want- 
ed to bring before the Legislature and actually have enacted into 
law, they would need the assistance of a law firm in order to put 
it in the form of legislation that could then be enacted by the Legis- 
lature? 

Mr. Bratton. Most of the legislation in Arkansas at that time, 
and still today, is drafted by staff at the Bureau of Legislative Re- 
search. But when an entity or a business group or some other orga- 
nization would have particular interest, particularly where some 
specific expertise would be required, it would be very common for 
them to have that legislation prepared by attorneys who had that 
expertise. 

Mr. Cole. The final judgment, the final word as to what would 
be enacted into law and what would be included in the law was 
still up to the Legislature, I take it? 

Mr. Bratton. Absolutely. 

Mr. Cole. Finally, Mr. Nash, I wanted to ask you, what was 
your position on the Governor’s staff in 1985, the period we’re talk- 
ing about here, the spring of 1985? 

Mr. Nash. I was Senior Executive Assistant for Economic Devel- 
opment. 

Mr. Cole. Did you have responsibility as a liaison with the State 
Police at that time? 

Mr. Nash. No, sir, I did not. 

Mr. COLE. Did you have any responsibilities in connection with 
this bond offering for the State Police Radio Commission? 

Mr. Nash. No, I did not. 

Mr. Cole. We’ve reviewed the documents, and I’m just trying to 
see if you have any information that you can give that will help 
us on the issue that we’re looking at today, the State Police radio 
bond offering. Did you have any involvement other than what you 
testified to earlier in that matter? 

Mr. Nash. I don’t recall that I did. My work was on bond issues 
relating to economic development, housing, single family, multi- 
family, industrial development, water, sewer, those kinds of things. 

Mr. Cole. So with respect to the police radio network, that’s not 
something you were involved in, you can’t really help us on that? 

Mr. Nash. That was not my responsibility. 

Mr. Cole. Thank you. 

Mr. Portnoy. j 

Mr. Portnoy. Mr. Bratton, I just wanted to return for a moment 
to the subject of law firm participation in drafting bond legislation. 

I believe you testified that this was the norm? 

Mr. Bratton. Yes, sir. In terms of bond legislation, using that 
term generically, we had no expertise in the Governor’s office, and 
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there was no expertise on the Bureau of Legislative Research staff 
with preparing that type of legislation. So it was very common for 
lawyers with firms that did bond work to prepare that type of legis- 
lation, whether it was for State agencies or some other group that 
might be interested in having the State undertake a particular 
project that the draft legislation would come from attorneys at one 
of four or five law firms. 

Mr. PORTNOY. So there was nothing unusual in this case that the 
Mitchell firm might have participated in drafting legislation to au- 
thorize the police radio underwriting? 

Mr. Bratton. Nothing unusual about it at all. 

Mr. Portnoy. Why was legislation necessary in order to do the 
bond offering? 

Mr. Bratton. The Arkansas Constitution, which was adopted in 
1874, has some fairly restrictive provisions about long-term financ- 
ing options. And so in order to do a deal like the State Police radio 
system, and finance it over some longer period of time than a bien- 
nial appropriation, it was necessary to create a specific legislative 
mechanism to effectuate the intent. 

Mr. Portnoy. Thank you, sir. 

Mr. Gaines, there have been press reports that Governor Clinton 
in some fashion pardoned Mr. Lasater after his incarceration on co- 
caine charges. Could you explain? I understand you were on the 
Arkansas Parole Board at the time; is that correct? 

Mr. Gaines. Yes, I was a member of the Parole Board in 1986. 
I am not sure when that took place, but it was I believe after 1989 
which was when I became a full-time member, when we had legis- 
lation concerning that. It was not at all uncommon when I was on 
the Governor’s staff to have people with Federal convictions come 
to us asking for pardons. 

Mr. Portnoy. Could I stop you for a minute, sir? Mr. Lasater’s 
conviction was a Federal conviction? 

Mr. Gaines. It was a Federal conviction, yes. 

Mr. Portnoy. So Governor Clinton didn’t actually have authority 
in any conventional sense to pardon him, Mr. Lasater, for his of- 
fense, did he, sir? 

Mr. Gaines. No, he did not. 

Mr. Portnoy. Please continue, sir. 

Mr. Gaines. As I was saying, we did have a number of people 
come to us requesting pardons for Federal offense convictions, even 
for some other States, and we would simply refer them back to the 
appropriate jurisdiction. 

We soon became aware, after some discussions within the De- 
partment of Alcohol, Tobacco and Firearms, that a provision in Ar- 
kansas law provided that a person could not possess a firearm if 
they were a convicted felon, unless they had a pardon that specifi- 
cally reinstated the right to possess firearms. 

This aspect of our law caused a problem, particularly for the Fed- 
eral system because they had provisions where a person could 
apply for a restoration of firearm rights as long as they were in 
compliance with the laws of the jurisdiction where they resided. 

What we developed out of that was a procedure whereby a per- 
son with a Federal conviction could make application and receive 
a document from the State of Arkansas through the Governor’s of- 
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fice which they could then take to the Federal authorities and 
apply for a firearm restoration which at that point then the Fed- 
eral authorities could either grant or deny that. 

Mr. PORTNOY. Would it be correct to say, sir, that insofar as you 
know, the only practical effect of this document the Parole Board 
prepared, and I presume the Governor signed, was to permit Mr. 
Lasater to go hunting? 

Mr. Gaines. That’s correct. 

Mr. Portnoy. It didn’t in any way absolve him of wrongdoing? 

Mr. Gaines. Not at all. 

Mr. PORTNOY. I believe you indicated in your deposition that the 
only requirement to receive this kind of dispensation was that the 
applicant had discharged his Federal sentence; is that correct? 

Mr. Gaines. That is correct. We dealt with the Federal cases alot 
differently than we would a person requesting an actual pardon 
from a criminal offense, a State conviction. Basically we were inter- 
ested in assurance that the person had, in fact, discharged the sen- 
tence. It seems like we may have also looked to see if there were 
any fines, restitutions, or those types of things owed. But beyond 
that, we didn’t go into the normal course of notifying officials and 
doing extensive backgrounds on whether a person was worthy of a 
pardon from their crime. These were handled routinely. If a person 
had discharged the terms of their Federal sentence, it was pretty 
much our position as a Parole Board to go ahead and give a favor- 
able recommendation to those. 

Mr. Portnoy. So it would be fair to say, sir, that this was a rou- 
tine matter? 

Mr. Gaines. It was a routine matter. 

Mr. Portnoy. A relatively common matter? 

Mr. Gaines. We did not do a whole lot of those. But they were 
not at all uncommon. 

Mr. PORTNOY. Mr. Lasater didn’t receive any special treatment? 

Mr. Gaines. No, he did not. 

Mr. Portnoy. Or any special consideration? 

Mr. Gaines. No. 

Mr. PORTNOY. The Governor’s office had no involvement in your 
deliberations as to whether to approve Mr. Lasater’s application? 

Mr. Gaines. No, they did not. 

Mr. Portnoy. That was entirely the Parole Board’s own decision? 

Mr. Gaines. Yes. It would have come to us first, and we would 
have voted and then referred the file and recommendation to the 
Governor’s office. 

Mr. Portnoy. Thank you, sir. 

We’re prepared to cede back our time, Mr. Chairman. 

The Chairman. Thank you. 

Mr. Giuffra. 

Mr. Giuffra. Mr. Nash, in 1990, were you involved in Governor 
Clinton’s Gubernatorial Re-election Campaign? 

Mr. Nash. Yes, sir, I was. ! 

Mr. Giuffra. What did you do for the Governor’s Re-election 
Campaign? 

Mr. Nash. I primarily spoke to economic development and com- 
munity groups around the State to explain the Governor’s record 
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primarily in economic development, and to encourage them to sup- 
port the Governor for re-election. 

Mr. GlUFFRA. You were very careful when you said primarily 
were involved in giving speeches around the State for the Gov- 
ernor. Did you do anything else in connection with the 1990 Guber- 
natorial Campaign? 

The CHAIRMAN. Don’t answer that question. Let me ask you this. 
What other activities did you undertake? You see, I don’t want you 
to say anything else. What other activities did you undertake? 

Mr. Nash. I remember seriously licking envelopes many times 
when that was needed. I would meet with groups and explain the 
record. I did a wide range of activities, but primarily speaking to 
groups. That’s what I did. 

Mr. Giuffra. And were you involved at all in get-out-the-vote ac- 
tivities? 

Mr. Nash. No, other than speaking to groups and encouraging 
them to get-out-to-vote. But not what you would typically call get- 
out-the-vote activities, no. 

Mr. Giuffra. If we could put up on the Elmo page 321 of Betsey 
Wright’s January 26, 1996 deposition. 

The Chairman. Can we have somebody help Mr. Nash with that? 

Thank you, Mr. Gaines. 

Mr. Giuffra. If I could just direct your attention to the passage 
that I believe in your copy is marked in yellow on 321. 

Mr. Nash. OK. I have the deposition of Betsey Wright. I see 
where it says page 321, but it’s not marked or anything. 

The Chairman. Look at page 321. You see the answer there, 
“Well, then there is a third conversation.” 

Mr. Giuffra. 

Mr. Giuffra. She says: 

Well, then there is a third conversation. I was having a conversation at some 
point, and I don’t remember where or why or how or what the subject was, but the 
issue of the 1990 campaign came up. I was talking to Bob Nash, and he told me 
that once Bruce had asked him to go to Perry County and pick up some get-out- 
the-vote cash for him. 

Did there ever come a time during the 1990 campaign when Mr. 
Lindsey asked you to go to the Perry County Bank, and pick up 
some get-out-the-vote cash? 

Mr. Nash. No. 

Senator Sarbanes. Are you also going to complete that by setting 
out Ms. Betsey Wright’s testimony in the hearing? When she said, 
“This was a mistake.” 

Mr. Giuffra. Yes. 

Senator Sarbanes. She said in her sworn testimony, “This was 
a mistake.” 

Mr. Nash. The answer is no. 

Mr. Giuffra. Did there ever come a time during the 1990 cam- 
paign when Mr. Lindsey asked you to go to the Perry County 
Bank? 

Mr. Nash. No, not that I recall. Let me say I was asked to go 
take some loan papers to Perry County Bank and pick up a check. 
That occurred. And I think I testified to that in my deposition. 

Mr. Giuffra. Let’s put up on the Elmo pages 55 and 56 of Ms. 
Wright’s 
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The Chairman. Just for my edification, did you do that then, go 
over there and pick up a check? 

Mr. Nash. Yes, sir. 

The Chairman. And you testified to this previously? 

Mr. Nash. In my deposition, I sure did. 

Mr. GlUFFRA. At the hearing last week, Ms. Wright corrected, 
wanted to change her testimony. Lefs focus on the question: 

Mr. CllERTOFF. What part of that sworn testimony do you want to correct? 

Ms. Wright. The sentence that begins “I was talking” should probably be cor- 
rected to read, “I was talking to Bob Nash and he told me that once Bruce had 
asked him to go to Perry County Bank for him.” 

Mr. Chertoff. For him. So the part where you told us in your sworn deposition, 
“and pick up some get-out-the-vote cash,” that’s inoperative now? 

Ms. Wright. Yes, sir, it is. 

Now, Ms. Wright told us last week that after she had her deposi- 
tion on January 26th, she contacted you. Do you recall Ms. Wright 
contacting you? 

Mr. Nash. Yes, I do. 

Mr. GlUFFRA. What did Ms. Wright say to you during this con- 
versation? 

Mr. Nash. She called and asked, “Did I remember saying to her 
that I had picked up some cash in Perry County Bank?” And I told 
her, “No, I did not, specifically did not remember that.” 

Mr. GlUFFRA. Did she indicate to you why she believed that you 
had picked up some cash at the Perry County Bank? 

Mr. Nash. No. 

Mr. Giuffra. Did she mention Mr. Lindsey? 

Mr. Nash. No, she did not mention Mr. Lindsey. 

Mr. Giuffra. Did you contact Mr. Lindsey after you spoke to Ms. 
Wright and ask him why Ms. Wright might have had the impres- 
sion that you had gone to the Perry County Bank to pick up some 
cash? 

Mr. Nash. No, I did not. 

Mr. Giuffra. Have you ever spoken to Mr. Lindsey about this 
trip that you made to the Perry County Bank? 

Mr. Nash. No, I have not. 

Mr. Giuffra. Let’s change the subject. 

Mr. Bratton, when you were counsel to the Governor, did you 
normally speak to Ms. Bassett Schaffer, I guess then Beverly Bas- 
sett, who was the Securities Commissioner? 

Mr. Bratton. Yes, I did. 

Mr. Giuffra. Would you speak to her about investigations that 
the Securities Department was conducting? 

Mr. Bratton. It was a fairly common practice for her to advise 
me of enforcement actions that the Department was preparing to 
take. She normally would not talk to me about investigations when 
they were considering whether to initiate an investigation, or the 
progress of an investigation. But it was a fairly common practice 
for her to notify me before the Department took significant regu- 
latory actions. 

Mr. Giuffra. Would you normally advise the Governor and Ms. 
Wright of the information that was provided to you by Ms. Bassett? 

Mr. Bratton. On most occasions, I would. Some occasions I prob- 
ably didn’t. 
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Mr. Giuffra. And did there ever come a time when Ms. Bassett 
advised you that Mr. Lasater was having problems with the NASD, 
the National Association of Securities Dealers, and also with the 
Arkansas Securities Department? 

Mr. BRATTON. I have a general recollection that she did so. 

Mr. GlUFFRA. I believe in your deposition you could not recollect 
whether it was before or after 1986? 

Mr. Bratton. I don’t recall what the timeframe was. 

Mr. Giuffra. So you don’t know whether it was before or after 
the police bond offering? 

Mr. Bratton. I am relatively sure it was after the police radio 
deal, but I am not positive of that. 

Mr. Giuffra. Did you contact the Governor and Ms. Wright with 
this information? 

Mr. Bratton. I don’t recall whether I did or not. 

Mr. Giuffra. Mr. Bratton, if we could put up on the Elmo, this 
is a December 14, 1983 letter from Mr. Lasater to Governor Clin- 
ton. The Bates numbers are DKSN 27455 to 27456. 

Mr. Bratton. Yes. 

Mr. Giuffra. Do you have that in front of you, sir? 

Mr. Bratton. I do. 

Mr. Giuffra. Who is Linda Garner? 

Mr. BRATTON. Linda Garner at that time was the State Insur- 
ance Commissioner. 

Mr. Giuffra. Now in this letter, Mr. Lasater is discussing the 
disbursement of certain securities that were owned by National In- 
vestors Life Insurance Company, and Lasater expresses his concern 
on the fourth paragraph of the first page of the letter that First 
Boston and Stevens are going to be appointed to handle certain fu- 
ture transactions involving this portfolio of securities. Do you re- 
member this issue? 

Mr. Bratton. Only in a very general way. 

Mr. Giuffra. The National Investors Life Insurance had had dif- 
ficulty, and they were now liquidating the assets. 

Mr. Bratton. That’s correct. 

Mr. Giuffra. At the top of the memo, that is a notation. That 
is the Governor’s handwriting; am I right? 

Mr. BRATTON. It is the Governor’s handwriting. 

Mr. GlUFFRA. It says, “Keep after Garner til you talk to her. You 
must give him follow-up.” Presumably “him” is Lasater. Do you see 
that there? 

Mr. Bratton. I do. 

Mr. Giuffra. Did you ever see this letter back in 1983? 

Mr. Bratton. I don’t believe so. 

Mr. Giuffra. Mr. Nash, did you ever see this letter? 

Mr. Nash. No, I don’t believe I did. 

Mr. Giuffra. Do you know, Mr. Nash, whether there was ever 
any follow-up with regard to Mr. Lasater’s request to Governor 
Clinton with regard to Linda Garner? 

Mr. Nash. Not that I know of. 

Mr. Giuffra. Mr. Bratton, are you aware of any follow-up? 

Mr. Bratton. Not that I’m aware of. 
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Mr. Giuffra. Did there come a time — I believe it was in January 
1985 — when Governor Clinton replaced Insurance Commissioner 
Garner? Do you recall that, Mr. Bratton? 

Mr. Bratton. Yes, I do. 

Mr. Giuffra. Did you have any role in her termination? 

Mr. Bratton. I was assigned by the Governor the day that he 
told her he was not going to reappoint her as Insurance Commis- 
sioner. I was assigned to go to her office and be there while she 
moved her personal belongings out of the office. 

Mr. Giuffra. You actually were at the office while she removed 
her personal belongings? 

Mr. Bratton. That’s correct. 

Mr. Giuffra. Mr. Bratton, I would like to ask you some ques- 
tions about something called the Twin City Bank. There was some 
branching legislation in Arkansas back in the late 1980’s. Do you 
recall that legislation? 

Mr. Bratton. Generally. 

Mr. Giuffra. Were you aware in the period, say around 1987, 
that the Clintons had an investment in the Whitewater Develop- 
ment Corporation? 

Mr. Bratton. I’m not sure when I first became aware of their 
participation in that project. 

Mr. Giuffra. Do you think it was before or after the 1992 Presi- 
dential Campaign? 

Mr. Bratton. It was before the 1992 Presidential Campaign. 

Mr. Giuffra. Were you aware that the Clintons had a loan that 
related to the Whitewater Development Corporation with the First 
Ozark Bank? 

Mr. Bratton. I don’t believe I was. 

Mr. Giuffra. Were you aware that the First Ozark Bank was 
owned by the Twin City Bank? 

Mr. Bratton. I’m not sure whether I was or not. 

Mr. Giuffra. Did you ever discuss proposed inter-county branch- 
ing legislation with anyone at Twin City Bank? 

Mr. Bratton. I may have; I don’t recall. 

Mr. Giuffra. Do you recall this legislation at all? 

Mr. Bratton. Yes, in a general way. 

Mr. Giuffra. If you could just describe for the Committee what 
the purpose of the legislation was. 

Mr. Bratton. As I recall, it would have allowed under certain re- 
strictions banks to branch outside the community in which their 
principle office was located, and in some very limited circum- 
stances, I think branch into adjoining counties. 

Mr. Giuffra. Twin City Bank was located outside of Little Rock; 
is that right? 

Mr. Bratton. Twin City Bank was located in North Little Rock. 

Mr. Giuffra. But not in Little Rock. They wanted to be able to 
have branches in Little Rock. Do you recall that? 

Mr. Bratton. I recall they had some interest in that. 

Mr. Giuffra. Because Little Rock was obviously a bigger market 
than North Little Rock. 

Mr. Bratton. It was a larger market than North Little Rock. 
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Mr. GlUFFRA. Do you know whether the Governor was aware of 
Twin City’s interest in obtaining this legislation that would have 
allowed branching into Little Rock by Twin City? 

Mr. Bratton. I don’t have a specific recollection of what he knew 
or didn’t know. I think it was fairly common knowledge what the 
background of the legislation was and what the concerns were. It 
was an issue that was kind of — split the banking community. The 
Governor had supporters on both sides of the issue, so I’m sure he 
was generally aware of what the issue was. 

Mr. GlUFFRA. Was he aware that the legislation would benefit 
Twin City? Do you think he would have been aware of that? 

Mr. Bratton. I don’t recall any conversation I had with him that 
would have indicated what he understood to be the effects. 

Mr. GlUFFRA. Under the Arkansas Constitution, there’s a provi- 
sion that bars what’s described as special legislation that benefits 
just one party; is that right? 

Mr. Bratton. That’s generally correct. 

Mr. GlUFFRA. Do you recall any discussion with regard to this 
branching legislation, that it might be unconstitutional under the 
Arkansas Constitution? 

Mr. Bratton. I don’t recall any discussion to that effect. 

Mr. GlUFFRA. Do you recall whether there was an Attorney Gen- 
eral’s opinion sought with regard to whether this legislation was 
constitutional under the Arkansas Constitution? 

Mr. Bratton. I don’t recall. 

Mr. GlUFFRA. Mr. Bratton was the Governor’s office involved in 
the selection of Mr. Lasater as an investment banker for the police 
radio contract? 

Mr. Bratton. Not that I’m aware of. 

Mr. GlUFFRA. Mr. Gaines, what’s your testimony? 

Mr. Gaines. I’m not aware that they were. 

Mr. GlUFFRA. Mr. Nash, what’s your testimony? 

Mr. NASH. Same question? 

Mr. Giuffra. Yes. 

Mr. Nash. I’m not aware they were. 

Mr. Giuffra. Mr. Bratton did Mr. Lasater, as far as you know, 
receive any kind of special treatment with regard to obtaining the 
bond underwriting work for the police radio contract? 

Mr. Bratton. Not that I’m aware of. 

Mr. Giuffra. Mr. Gaines. 

Mr. Gaines. I’m not aware of any special treatment he received. 

Mr. GlUFFRA. Mr. Nash, do you have any belief that he had any 
special treatment? 

Mr. Nash. Not that I’m aware of. 

Mr. Giuffra. Isn’t it true, Mr. Bratton, that Mr. Lasater’s law 
firm drafted the legislation? 

Mr. BRATTON. It is apparently accurate that the Mitchell firm 
drafted — there’s no question the Mitchell law firm drafted the legis- 
lation. 

Mr. Giuffra. And the Mitchell firm was paid by Lasater; right? 

Mr. BRATTON. I think there are some documents that indicate 
that. I was not aware of that. 

Mr. Giuffra. The bills showed that they charged the Lasater 
firm $22,000 to draft this legislation; isn’t that right? 
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Mr. Bratton. The document speaks for itself. 

Mr. Giuffra. Were you aware of an issue 

The Chairman. Mr. Giuffra, how much more time do you have — 
let me ask Senator Sarbanes — we will try to finish it at this point. 
Go ahead. 

Mr. Giuffra. After the Lasater firm was selected to do this 
work, First Capital, which was the other firm involved in the bid- 
ding process, issued a complaint; do you recall that, Mr. Bratton? 

Mr. Bratton. I don’t recall it. I’m aware from a question or two 
that was asked in my deposition that that did occur. I don’t remem- 
ber the details of it. 

Mr. Giuffra. Mr. Gaines, do you recall that issue coming up? 

Mr. Gaines. Could you repeat the question? 

Mr. Giuffra. First Capital, which was the losing bidder, com- 
plaining about the fact that Lasater had gotten the bid? 

Mr. Gaines. From my deposition, I do recall there was a memo- 
randum that apparently I drafted conveying a dissatisfaction on 
the part of, I think it was Capital. I don’t have it in front of me. 

The Chairman. It was Capital. 

Mr. Giuffra. Let’s put up that memo on the Elmo. It’s DKSN 
18184. Do you recall drafting this memo to Ms. Wright? 

The Chairman. Let him take a look at it. Take a look at it, Mr. 
Gaines, and see to what extent if any it refresh your recollection. 
Does this refresh your recollection about the event, that there was 
apparently a protest of some sort, an objection raised, and then you 
wrote this memo in response to that? 

Mr. Gaines. It truly does not. I do not recall writing this memo, 
but I have no reason to think that it’s not one that I drafted. 

The Chairman. OK. 

Mr. Giuffra. The fourth paragraph of the memo states, “Capital 
points out that the legislation” — you have in parentheses “(written 
by H,L,R).” Who is H,L,R, as far as you know? Is that Hutton, 
Lasater & Raney? 

Mr. Gaines. At this point, I would say that that’s who that is re- 
ferring to. 

Mr. Giuffra. So you knew on May 15, 1985, that the legislation 
had been written by the Raney/Hutton/Lasater group; is that right? 

Mr. Gaines. No, that is not correct. 

Mr. Giuffra. That is what the memo seems to suggest, sir, 
doesn’t it? 

Mr. Gaines. The memo suggests that I have written a memo to 
Betsey Wright conveying concerns expressed by Capital Resources 
Group over certain issues. I can only assume that I am conveying 
what I was told by whoever it was that I spoke to — and I don’t 
identify anyone here as having contacted me, but apparently some- 
one with the Capital Resources Group must have contacted me, 
and I was conveying that information to Ms. Wright. I’m assuming 
that was part of what they told me, was that the legislation was 
written by H,L,R. 

Mr. Giuffra. So it is your testimony that you did not know on 
May 15, 1985, that the Raney/Hutton/Lasater group had written 
the legislation? 

Mr. Gaines. That’s correct. 

Mr. Giuffra. Were you surprised by that? 
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Mr. Gaines. I don’t think — I mean, I don’t know whether I was 
surprised. I don’t suppose I was. 

Mr. Giuffra. Did you know that the Mitchell Tucker firm had 
drafted the legislation? 

Mr. Gaines. I don’t know if I knew that at that point or not. I 
know when I did the deposition I looked at a number of documents, 
and it was obvious from those documents that the Mitchell firm 
was involved in the drafting. Whether I knew that at that point, 
I’m really not sure. 

Mr. Giuffra. Didn’t you attend a meeting, the one on March 4, 
1985, put up before Mr. Bratton’s notes? And that indicated that 
you were meeting Mr. Drake, Mr. Selig, who was with the Mitchell 
Tucker firm, just yourself and Mr. Bratton? That would be the law- 
yer for Lasater, Lasater’s Senior Executive Vice President. You 
didn’t know from that meeting that Mr. Selig from the Mitchell 
Tucker firm was representing Mr. Lasater? 

Mr. Gaines. I don’t remember attending this meeting. In my dep- 
osition, I saw this and tried to figure out who Mike G. could be 
other than me. I couldn’t come up with anyone else it could have 
been, but I do not have any recall of attending a meeting with 
these individuals. 

Mr. Giuffra. In your May 15th memo, the issue arises as to 
whether the key issue is whether the investors were to be paid on 
a monthly or on a bi-yearly basis. Do you recall that issue? 

Mr. Gaines. I do not recall it. I see it reflected in the memo. 

Mr. Giuffra. The critical distinction between the Lasater pro- 
posal and the proposal by First Capital was that First Capital pro- 
vided that investors would be paid on a monthly basis, whereas 
Lasater was having the payments only twice a year, and therefore 
would get the arbitrage on the money. Do you recall that issue 
coming up? 

Mr. Gaines. I’m sorry. 

Mr. Giuffra. They would get the benefit of the use of the money. 
Do you recall that issue coming up? 

Mr. Gaines. I do not recall the issue coming up, but I can only 
go by what’s reflected on the memo. 

Mr. Giuffra. Mr. Bratton, do you recall that issue at all? 

Mr. Bratton. I don’t recall that specific issue. 

The Chairman. Do you have that memo in front of you, Mr. 
Bratton? 

Mr. Bratton. Yes, sir, I do. 

Mr. Giuffra. Let’s put up one last document. 

The Chairman. Wait. It says, “I have discussed this with Sam.” 
Mr. Gaines, who would you take Sam to be? 

Mr. Gaines. I’d take that to be Mr. Bratton. If you will notice 
in the first paragraph, it mentions that the matter will be dis- 
cussed by Legislative Council on Friday. Mr. Bratton was and has, 
my understanding, attended most if not all of the Legislative Coun- 
cil meetings, and anything that was coming up concerning legisla- 
tion before the Legislative Council, I’m sure I would have let him 
know, either by phone or by memo. 

The Chairman. Mr. Bratton, do you recall having discussed this 
issue? 


2544 


Mr. Bratton. I don’t recall having discussed this issue with Mr. 
Gaines. It’s entirely likely that I did so. I do recall that one or more 
firms or groups who did not get the business raised various issues 
about the decision. I don’t remember the specific one. 

The Chairman. This was quite specific. You might not recall it 
at this time. But when you look at the memo and the testimony 
that we had today from the various people, apparently it was a 
concern as it related to whether the payments could be structured 
over a 6-month period of time, as was indicated in the winning bid, 
which would then make it lower, or whether they had to be made 
monthly. You have no recollection of that being an issue? 

Mr. Bratton. I don’t have any current recollection of that being 
an issue. 

The Chairman. Are you aware of the fact that the same firm 
that had prepared the legislation had been retained by the group? 
It was not just Lasater, it was the group of three consortium that 
was the winning bid. 

Mr. Bratton. It was my impression at the time that the Mitchell 
firm, if they were being compensated, were probably being com- 
pensated by the Raney firm. I never had the impression that they 
were being compensated by the Lasater firm. 

The Chairman. The Lasater firm, the Raney firm, and the Hut- 
ton firm were all together, weren’t they? 

Mr. Bratton. They were part of a package. 

The Chairman. A consortium. 

Mr. Bratton. That’s correct. 

The Chairman. So whether the retainer was with one specifi- 
cally, and they all chipped in, I mean, their legislative representa- 
tion was on behalf of this consortium, including Lasater; wasn’t 
that correct? 

Mr. Bratton. Based on the documents today, that appears to be 
the situation. 

The Chairman. Now here you have this winning consortium; 
right? They win. They’re initially the low bid, or they’re the bidder. 
They’re awarded the bid. Did there come a time when indeed they 
were selected? 

Mr. Bratton. Correct. 

The Chairman. If you want me to do it this way, I will. Did there 
come a point in time when someone put in a protest? 

Mr. Bratton. As I indicated earlier, I was aware that one or 
more groups that didn’t get the bid had some complaints about it. 

The Chairman. Did there come a point in time when this was 
brought to your attention as counsel? 

Mr. Bratton. It probably was, I don’t specifically recall. 

The Chairman. As counsel, what would you have done to deal 
with this? Did you then ask for a review to be made? 

Mr. Bratton. I don’t recall what I did, Senator. 

The Chairman. Would it surprise you to know that the Mitchell 
firm was then called upon to render a legal opinion in connection 
with the objection that was raised with respect to whether it was 
appropriate to make an award based upon a 6-month return, as op- 
posed to the customary one, which was one? Were you aware that 
they had been called upon to make this review? And do you recall 
ever getting their legal review? 
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Mr. Bratton. I don't recall, Senator. 

The Chairman. Does it surprise you now when you look back 
that the same firm who represented the winning consortium was 
the firm that was called upon to judge the merits of the complaint 
that came from one or more of the unsuccessful bidders? 

Mr. Bratton. I don’t know whether that happened or not. 

The Chairman. Let me show you a copy of the letter of review. 
Could we make that available to Mr. Bratton? You want to identify 
that, please. Do you see it up on the Elmo? I think you have it in 
your packet. Who is Mr. Erxleben? 

Mr. Bratton. Mr. Ed Erxleben was Director of State Purchasing 
in the Department of Finance and Administration. 

The Chairman. But you have asked him to review the complaint? 

Mr. Bratton. I have no recollection of having asked him to re- 
view the complaint. I believe based on having seen part of Ms. 
Wright’s testimony that she had indicated that she had asked Mr. 
Erxleben to assist the State Police Commission in establishing pro- 
cedures to evaluate the proposals and make a determination. So it’s 
possible that she may have asked Mr. Erxleben to make this in- 
quiry, or Mr. Erxleben may have done it on his own. But I don’t 
have any. 

The Chairman. Let’s take a look. First we have the memo writ- 
ten by Mr. Gaines, May 15, 1985, Subject: ASP Communications 
System. You have that next to you, the one you just looked at? 

Mr. Bratton. Yes, sir. 

The Chairman. Take a look. They raise a question with respect 
to the proposal and they point out with specificity, “Act 817 at- 
tached, see highlights on page 5,” in which they question whether 
the 6 months payment was appropriate as opposed to the one. 
That’s the question raised; isn’t that correct, Mr. Bratton? 

Mr. Bratton. That’s what the memo says, Senator. 

The Chairman. Then on the 16th of May, we have the Mitchell 
Williams law firm writing to the Director of Purchasing. Would you 
read that first paragraph? Start with “Dear Mr.” — who is that? 

Mr. Bratton. Dear Mr. Erxleben. 

The Chairman. Mr. Erxleben is the Director of Purchasing. What 
does it say? 

Mr. Bratton. It says, “You have asked our opinion on a question 
of interpretation” 

The Chairman. Stop right there. “You have asked our opinion.” 
So obviously the Director of Purchasing, as a result of this commu- 
nique that came to the Governor’s office on May 15th, whether by 
you, Ms. Wright, or somebody then calls these lawyers and says, 
“Hey, look. This has been a question.” Is that correct. 

Mr. Bratton. Senator, I don’t know why Mr. Erxleben made that 
request. 

The Chairman. I don’t expect you to remember with specificity 
at this time. We have a May 15th communique which indicates 
that one of the unsuccessful bidders has protested; right? 

Mr. Bratton. That’s correct. 

The Chairman. On May 16th, we have the Director of the Arkan- 
sas Office of State Purchasing, getting a letter written to him from 
a law firm with respect to the legality of this bid, questions raised; 
is that right? 
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Mr. Bratton. That's correct. 

The Chairman. Obviously, he has communicated to them. Obvi- 
ously, someone after this was sent to Betsey Wright in the Gov- 
ernors office, communicated this to the Purchasing Director. Is that 
correct, someone from the Governor’s Office? 

Mr. Bratton. No, sir. That is not necessarily correct. What I 
would assume, as the more likely scenario, is that same objection 
was raised with the State Police Commission, and that Mr. Erxle- 
ben, who had been advising the State Police, raised the question 
with the Mitchell firm as a result of his role working with the 
State Police. 

The Chairman. We’re getting there. So now the Director of Pur- 
chasing raises this question; right? He says, “Go ahead. You have 
asked our opinion on this to interpret Section 5 of Act number 814 
of 1985,” right? 

Mr. Bratton. Yes. 

The Chairman. That comes down to whether it’s proper to do it 
in 6 months or a month; right? Isn’t that the gist of the memo? 

Mr. Bratton. The question presented is whether Section 5 of the 
Act requires that lease payments as defined in Section 3 are re- 
quired to be made on a monthly basis to investors who purchase 
an interest in a lease agreement authorized by the Act. 

The Chairman. So it is the question raised here in the memo, 
which Mr. Gaines called to the attention of Betsey Wright; isn’t 
that correct? 

Mr. Bratton. It seems to be the same question. 

The Chairman. Don’t you see a problem with respect to the very 
same firm that represented the successful bidder, then indicating 
and giving a legal opinion as to whether that indeed was a proper 
procedure to follow as it related to whether 6 months or a month 
was permitted, as opposed to having the Attorney General or some 
other outside counsel being called in for that review? 

Mr. BRATTON. Senator, I have no idea why Mr. Erxleben made 
this request or what he did with the information. 

The Chairman. Mr. Bratton, I believe you. I don’t suggest that 
you did. You see, the problem here is that attorneys drew up the 
legislation who represented the successful term. Then when a pro- 
test came up, they were the same ones who said that the protest 
had no merit. Don’t you see a problem there? 

Mr. Bratton. No, sir. What I think is entirely possible is that 
Mr. Erxleben asked the firm that drafted it what their understand- 
ing of the intent was. I don’t know that Mr. Erxleben made a deci- 
sion based on what he was told in this letter; rather that it was 
part of a process that he was going through in trying to make an 
evaluation. 

The Chairman. What about the propriety of a firm that repre- 
sents a party in interest, thereafter making a legal opinion upon 
which you then proceed to sustain this written to the Purchasing 
Director? You don’t see any problem with that? 

Mr. Bratton. I don’t see any problem with Mr. Erxleben asking 
the folks who drafted the legislation what their intent was. If that 
was the only thing he looked at and made a decision solely on the 
basis of what’s contained in this letter, then I might agree with 
you, but I have no reason to believe that. 
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The Chairman. Well, if you had known that this firm as counsel 
was also retained by the group, would you have sought or advised 
that they be the attorneys who would issue an opinion as it related 
to the awarding of this bid? 

Mr. Bratton. Senator, I don’t know that they have “issued an 
opinion.” Mr. Erxleben apparently asked them a question. I don’t 
know that it was intended to be in lieu of an opinion from some 
official source, or that he understood it to be anything in the na- 
ture of an impartial inquiry, that he understood that they had a 
vested interest. But he asked them what their understanding of the 
intent was. 

The Chairman. Senator Sarbanes, I want to thank you for hav- 
ing been more than generous in permitting us to follow this line 
of questioning. 

Senator Sarbanes. Mr. Bratton, isn’t it reasonable to assume on 
the basis of the record before us that Capital had presented to Mr. 
Erxleben in the State their view of what the statute meant? 

Mr. Bratton. That would be my impression, that that was prob- 
ably what happened, Senator. 

Senator Sarbanes. They were a party at interest. They didn’t get 
chosen, but they then came to the State — and I see this reflected 
in the Gaines memo of May 15th — and laid out their view on the 
monthly payments question. 

Mr. Bratton. That’s correct. 

Senator Sarbanes. And, Mr. Gaines, isn’t that reflected in your 
memo? 

Mr. Gaines. Yes, it is. 

Senator Sarbanes. “Capital points out that the legislation re- 
quires monthly payments. See highlights on page 5.” I don’t know 
whether Capital also submitted an opinion letter, but they cer- 
tainly submitted an opinion orally, if not in writing; is that correct? 

Mr. Gaines. That is correct. I assume it was oral, but I am not 
sure. 

Senator Sarbanes. This was a letter to Erxleben from the Mitch- 
ell law firm from Anne Ritchey, a partner at the Mitchell law firm, 
laying out their interpretation of the statute. Do you have any 
problem with Erxleben getting this information from the parties 
that were involved in the process, both the successful and the un- 
successful party? 

Mr. Bratton. It would seem to be an appropriate thing to have 
done. 

Senator Sarbanes. This letter didn’t make the judgment. Mr. 
Erxleben in the end, or the Commission itself, if he was advising 
the Commission, made the judgment. 

Mr. Bratton. The State Police Commission would have made the 
initial judgment, and would have had the authority to review any 
complaints that had been raised and take whatever action they 
thought was appropriate. 

Mr. COLE. I have one final question about these two documents, 
Mr. Bratton. I’m referring to Mr. Gaines’ memorandum of May 
15th, which I think you have there, and then the May 16th letter 
from the Mitchell Williams firm. Is there anything that would 
make you believe that this law firm turned around this fairly com- 
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plicated opinion letter overnight, as opposed to having previously 
been asked for it by Erxleben or someone on his staff? 

Mr. Bratton. Certainly much more prompt work than I nor- 
mally found to be the case in dealing with lawyers. 

Mr. Cole. I was going to say I have drafted a few of these in 
my day, and one of them overnight would be an impressive feat — 
not impossible, I suppose, but certainly impressive. 

Senator Sarbanes. Is it correct that the way it’s operated in Ar- 
kansas that bond counsel would often draft bond legislation since 
it's fairly technical? 

Mr. Bratton. That was the rule almost without exception. 

Senator Sarbanes. There is no capacity within the State bureau- 
cracy to draft the bond legislation? It’s usually done by the outside 
counsel; is that correct? 

Mr. Bratton. Yes, sir, that’s correct. 

Senator Sarbanes. Ajid that would be the case regardless? I 
mean, it would vary, I guess, according to who was seeking the 
bids, and so forth and so on; is that correct? 

Mr. Bratton. Yes. 

Senator Sarbanes. OK. 

Mr. Cole. Just to follow up on that, Mr. Bratton, the State Police 
have never offered bonds before this particular offer that we are 
talking about today; is that correct? 

Mr. Bratton. There had been some type of financing done to 
build a State Police headquarters; but that may well have been 
done by State building services, rather than by the State Police. I 
simply don’t recall. But that would have been the only other in- 
stance, and it was probably done by building services, with State 
Police paying rent as tenant. 

Mr. Cole. My point just being that this was a unique situation, 
so you may have had to turn to someone with special expertise, an 
outside law firm? 

Mr. Bratton. It was common in doing that type of financing to 
have the legislation drafted by lawyers who routinely did bond 
work. 

The Chairman. Mr. Chertoff. 

Mr. CHERTOFF. When you drafted this, you picked the lawyers 
for one of the bidders; right? There were a number of people who 
were interested in this project in early 1985; right? 

Mr. Bratton. That’s correct. 

Mr. Chertoff. You picked one of them to have a lawyer who 
would be the drafter of the legislation; right? 

Mr. Bratton. We didn’t pick anyone. 

Mr. CHERTOFF. Did they pick themselves? 

Mr. Bratton. The Mitchell firm on their own initiative, as far 
as I know, drafted the legislation and submitted it for our consider- 
ation. 

Mr. Chertoff. But other firms drafted legislation and submitted 
it, and you worked with the Mitchell firm in putting it together; 
is that right? 

Mr. Bratton. The Mitchell firm submitted the draft of the pro- 
posed legislation; that is correct. I have no recollection that any 
other law firm or any other investment group submitted a compet- 
ing draft, if you will. 
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Mr. Chertoff. Didn’t the Friday firm also submit legislation on 
behalf of Stevens? 

Mr. Bratton. I don’t recall that they did so. Stevens was inter- 
ested. But the legislation that was introduced, and passed, passed 
without a negative vote in either House of the General Assembly. 

Mr. Chertoff. That’s not my question. You’re moving away from 
my question. You’re a lawyer. You understand questions and an- 
swers. Listen to me. Are you telling us that the only firm to submit 
a proposal was the Mitchell Tucker firm on behalf of Raney? 

Mr. Bratton. I don’t recall that the Friday firm submitted a 
competing proposal. 

Mr. Chertoff. You’re telling us at the time you started working 
with the Mitchell Tucker firm on putting together the legislation, 
you knew they were working for Raney and Lasater’s bid group? 

Mr. Bratton. I had a general impression that they had prepared 
the legislation at the request of Raney. 

Mr. Chertoff. So you knew when you were putting together the 
legislation and inviting the lawyers for the Lasater group into the 
inner sanctum, so to speak, to work with the Governor’s office in 
putting together the package? You understood that the lawyers you 
were using were the lawyers for one of the groups among a whole 
number of groups that would have been competing? 

Mr. Bratton. They basically prepared a piece of legislation. 

Mr. Chertoff. Mr. Bratton, don’t make it seem like you were 
just a passive actor here sitting like a potted plant in the office 
while people came in and did things. 

Mr. Bratton. I am trying to answer your question. I did not sit 
down and negotiate and draft a piece of legislation with lawyers 
from the Mitchell firm. They did the work. They proposed it and 
submitted it to us. We went forward with it as the vehicle. 

Mr. Chertoff. You put the Governor’s seal of approval and 
stamp on that bill; right? 

Mr. Bratton. Yes, sir. 

Mr. CHERTOFF. You put that bill in knowing it was prepared by 
the lawyers for one of a number of competing groups? 

Mr. Bratton. I think everybody who was involved in the process 
understood that, including other people who were interested in 
competing for the ultimate business. 

Mr. Chertoff. That’s not what Ms. Wright said on Thursday. 
Ms. Wright said on Thursday she thought this had nothing to do 
with the Lasater firm. 

Mr. Bratton. I didn’t follow. 

Mr. CHERTOFF. Ms. Wright’s testimony last Thursday was that, 
as far as she was concerned, the Mitchell firm was doing this work 
for the Governor’s office, and she had no idea that this was in any 
way connected with anything that they were doing for Mr. Dan 
Lasater. 

I’ll read you the quote, page 205 of the hearing. Betsey Wright: 

All I know is that the work that the Mitchell firm did at our request in working 
with us was on our legislation that was part of the Governor’s package on the Gov- 
ernor’s initiatives. And it had nothing to do with whatever else they were doing for 
Dan Lasater. 

Now, you are telling us that you knew all along that they were 
working with you on the legislation on behalf of Dan Lasater? 
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Mr. Bratton. It was my impression that they had prepared the 
legislation for Raney. 

Mr. Giuffra. Let’s put up DKSN 17843. Mr. Bratton, to follow 
up, do you have that letter in front of you? 

Mr. Bratton. What? 

The Chairman. You had it in your packet. 

Mr. Giuffra. The letter of March 8th. You attended the meeting 
on March 4th; right? 

Mr. Bratton. Yes, sir. 

Mr. Giuffra. At that meeting there were representatives of the 
Lasater firm; right? Mr. Drake was there; correct? He was there? 

Mr. Bratton. That’s what the notes indicate. 

Mr. Giuffra. Four days later we have a letter from Mr. Lasater’s 
lawyer, Mr. Selig, to you, which says: 

Dear Sam: 

Enclosed is an original and three copies of an amendment which will substitute 
the language of the bill we discussed over the phone today for the language of the 
existing bill. 

This letter indicates that you spoke with Lasater’s lawyer, Mr. 
Selig, about the actual language and discussed possible changes 
with regard to the legislation, doesn’t it? 

Mr. Bratton. That indicates I talked to Mr. Selig. 

Mr. Giuffra. Doesn’t it also indicate that you discussed changes 
in the legislation with Mr. Selig? You were negotiating working 
with Lasater’s lawyer as to what the final terms of the legislation 
would be? 

Mr. Bratton. No, sir. The bill that was introduced on May 1st 
was a shell bill that appropriated $1 to buy a radio system. A to- 
tally new bill, in the form of an amendment, was adopted and 
amended onto that bill. It was a draft that was prepared by the 
Mitchell firm. 

Mr. Giuffra. The bill was introduced on March 1st; right? 

Mr. Bratton. Yes, sir. 

Mr. Giuffra. You had the meeting with Mr. Lasater’s represent- 
atives on March 4th; right? 

Mr. Bratton. That’s what the notes indicate. 

Mr. Giuffra. Then Lasater’s law firm sent you a new version of 
the real bill on March 8th; right? That’s what this letter indicates, 
doesn’t it? 

Mr. BRATTON. It indicates that the Mitchell firm sent me a draft 
of a piece of legislation; that’s correct. 

Mr. Giuffra. That’s the legislation that was introduced by the 
Governor; right? 

Mr. Bratton. That was the legislation that was introduced and 
passed; yes. 

Mr. Giuffra. Let’s go into one more area of inquiry and then 
we’ll be done. The legislation gets enacted on April 4th; right? 

Mr. Bratton. I believe that’s the date it was signed. 

Mr. Giuffra. The State Police award the contract to Lasater on 
May 10th; right? 

Mr. Bratton. That’s apparently correct. 

Mr. Giuffra. Now after the State Police awarded the contract to 
Lasater, wasn’t there a provision in the legislation that would 
allow a review by the Legislature? 
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Mr. Bratton. I believe there is a provision that provided it be 
reviewed by the Telecommunications Study Committee, and prob- 
ably by Legislative Council. 

Mr. GlUFFRA. What is the Legislative Council of the Arkansas 
Legislature? 

Mr. Bratton. The Legislative Council is a body — at that point it 
probably had 28 or 30 members — that functioned while the General 
Assembly was not in session. We have biennial sessions that last 
3 or 4 months. And the Council was an interim body of the General 
Assembly. 

Mr. GlUFFRA. So under this legislation, if the Legislative Council 
did not approve Lasater, Lasater would not get the contract; right? 

Mr. Bratton. The Legislative Council’s authority was review 
and advice. 

Mr. GlUFFRA. But you needed to get their approval in order for 
Lasater to get the contract; right? 

Mr. Bratton. It would have been possible to go forward without 
favorable Council action. 

Mr. GlUFFRA. But didn’t you try to get the approval of the Legis- 
lative Council? 

Mr. Bratton. Yes. 

Mr. GlUFFRA. Isn’t it correct that you initially did not get the ap- 
proval of the Legislative Council for the Lasater bid? 

Mr. Bratton. I don’t recall. There was a question in my deposi- 
tion last week that indicated that initially there were more favor- 
able votes than negative votes, but it was short of the majority re- 
quired for favorable action by Legislative Council. 

Mr. GlUFFRA. Let’s put up on the Elmo DKSN 18182. This is a 
memo from Betsey Wright to Governor Clinton re: Knox Nelson, 
State Police Communications. Who is Knox Nelson? 

Mr. Bratton. He was a Senior Senator and Chairman of the 
Telecommunications Committee. 

Mr. GlUFFRA. So he was an important Senator in terms of getting 
the approval of the Legislative Council; right? 

Mr. Bratton. Yes. 

Mr. GlUFFRA. The chairmen of committees are normally fairly 
powerful people; right? 

Mr. Bratton. Yes. 

Mr. GlUFFRA. Both in Congress and in the Arkansas Legislature. 
According to this memo from Betsey Wright, who was M-a-h-l-o-n? 
Did he work for the Governor? Was he a lobbyist? 

Mr. Bratton. Mahlon Martin was Director of the Department of 
Finance and Administration. 

Mr. GlUFFRA. He’s advising Ms. Wright “that Senator Knox in- 
tends to call a special meeting of his Telecommunications Study 
Committee,” and he is aiming for not letting the contract with the 
investment firm that’s been approved by the State Police. Rather, 
what he’d like to do is have this funded through the State Pension 
Fund; isn’t that right? 

Mr. Bratton. That’s what the memo says. 

Mr. GlUFFRA. Do you recall this issue coming up on May 13th? 

Mr. Bratton. I have some general recollection that Senator Nel- 
son had problems with the proposal. 


2552 


Mr. Giuffra. Did you discuss those problems with anyone from 
the Lasater firm? 

Mr. Bratton. I don't recall that I did. 

Mr. Giuffra. This memo indicates that Ms. Wright contacted 
Mr. Drake, who worked at the Lasater firm; right? 

Mr. Bratton. That’s what the memo says. 

Mr. Giuffra. The memo does not indicate that she’s talking to 
anyone else about the problem they’re having with Senator Nelson; 
is that right? 

Mr. Bratton. No. 

Mr. Giuffra. Am I correct that you then undertook to lobby the 
Legislature in order to get the approval of the Lasater firm; isn’t 
that right? 

Mr. Bratton. I’m sure we did. 

Mr. Giuffra. And Governor Clinton lobbied to get the approval 
of Lasater through the Legislature; isn’t that correct? 

Mr. Bratton. I don’t recall. But I am sure we would have made 
efforts to try and get favorable action. 

Senator Sarbanes. On what? 

Mr. Bratton. On getting the contract that the State Police had 
awarded approved. 

Senator Sarbanes. And was the contract Raney, Hutton, and 
Lasater? 

Mr. Bratton. That’s correct. 

Senator Sarbanes. So it was that consortium? 

Mr. Bratton. That’s correct. 

Mr. Giuffra. To sum up, when there was a problem, there was 
a problem that arose with Senator Nelson; right? 

Mr. Bratton. That’s what the memo indicates. 

Mr. Giuffra. The memo indicates that Ms. Wright alerted Mr. 
Lasater’s agent with regard to the problem; right? 

Mr. Bratton. That’s what the memo indicates. 

Mr. Giuffra. Then the action that was taken was that the Gov- 
ernor’s office lobbied the Legislature to make sure that Lasater’s 
bid would get the necessary approval; right? 

Mr. Bratton. No, sir. We lobbied the Legislative Council to get 
Council’s favorable action on a decision that had been made by the 
Arkansas State Police Commission so we could go forward with the 
acquisition of a radio system. We would have done the same thing 
if the Capital Group or Stevens, Inc., or anyone else had gotten the 
bid based on the decision of the State Police Commission. 

Once they had made that decision, then we would have taken the 
same action in trying to secure Legislative Council’s favorable ac- 
tion. It had nothing to do with the fact that the Lasater firm was 
one of three in that consortium. 

Mr. Giuffra. How do you know that? 

Mr. Bratton. Because I know how we did business. 

Mr. Giuffra. Wasn’t it also true, sir, that you were alerting the 
Lasater firm when the problem was arising? 

Mr. Bratton. The memo indicates that Betsey Wright had made 
Mike Drake aware that Senator Nelson had some concern about 
the proposal. 

Mr. Giuffra. No further questions. 

The Chairman. Senator Sarbanes. 
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Senator Sarbanes. I don't think we have any questions. 

The Chairman. I want to thank the panelists for participating. 
We stand in recess until tomorrow at 10:00 a.m. 

[Whereupon, at 6:35 p.m., the hearing was recessed until 10:00 
a.m. on Wednesday, May 1, 1996.] 

[Appendix supplied for the record follows:] 
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with dlatrlbiitlng cocaine and con- 
spiracy to dlot rlbial* cocaine, look 
lha aland In .hie- own dsfanaa 
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Lasater & Company 


Augus C 21. 1985 


Mr. Paul Young 

Vice , President 

T. 7- Raney & Sons 

Investment Bankers 

3600 Cantrell Road 

Pose Office Box 3647 

Liccie Rock, Arkansas 72203 

/ / 

Re: Arkansas Scace Police Co:«imiinicacions 

I financing Expenses 

I Dear /Paul : 


sate 


Lasater & Company submits the fallowing expenses for reimbursement 
(on dhe referenced cransaccion 1 , 


Travel, encertainmenc an*' 
Legal, organizational an** 

l Total : 


Miscellaneous : 
Miscellaneous : 


$ 750.00 

S2o, 500.00 

$27,250.00 


Thank, you in advance for your enthusiastic support of our efforts. 


\ \ 

Sincerely, 

// ~/J */f /} fiit 

Senior T v7ce’ President 


MJD/jp 


! i 

I .mi<wu * l ml. K 

»*> >■**» v\ 

«»•.» vv|\i< i i.\: .«■ 


1*1 



I 


Ml " IH>.I V,.. % inn . . |||„^«. ...4.. 

• i ; *u | 
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1 tv Urr«« c\ 

MiTCiiei.i.. Wili.iam*. Sei.ici. .U ncbiiH 5 Tuckcu 

MM WMM hMM! Mwiwa 
C.nm >mmm (i >m— tiuir 
Ijmi Nihi.amibui 


March 15, 1985 


Mr. Michael Orake 
Senior Vice President 
Lasater and Company 
312 Louisiana Street 
Little Rqck, AR 72201 


t*H* MlMMl 



Re: Legal Servic ss Performed 

through Pebciary 28, 1985 

6039-4 - 1905 LEGISLATION ADVICE 

FEES: 

EXPENSES: 

TOTAL AMOUNT: 


PIL? NO. 6039-5 - LEASING PROPOSAL 

\ 

FEES : 

EXPENSES: 

TOTAL AMOUNT: 


clicmt mo 60 39- 

\ 

\ 

\ 


S 3,979.0(j 
342.51 

T 

5 4,321.5] 


$ 4,081.00 
912.09 


TOTAL AMOUNT D0£: 
PREVIOUS BALANCE: 
TOTAL AMOUT DUE: 


5 9,314.60 
22,836.33 


532,150.93 


(ITEMIZATION ATTACUED) 



Hrreaiu.Wiuui.i.: l iLM.JuitM ft Tuctca 

MM bn m riatiu Im mim 
Cm i im «i.Mt a Inm 
unu l n \MtM4. raiMM 
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M ITCH 1 1 l.. Wll I l *M\ 5r. I M.. .1*1 HMiN A I II- Hi u 

STATEMENT OF SERVICES RENDERED A.\ OF 2/2H/*l5 

CLIENT 60 39 - I.ASATER & CO! p/ NY 

MATTER 4 - J.985 I.EGISI.A1 ION - ADVICE 


DATE 

2/15/85 


2/J8/85 / 

2/f\ 9/85 ' 

2/20/8S 

2Y2 l/(/s 

I 
! 

\ i 

2/22/85 

\ 

2/24/85 
2/25X85 

2/26/85 
2/27/85 


SERVTCE PERFORM! 3 

INTRAOFFICE CONF Zh ENCE ANNE RITCHEY AND JOHN SEI.IG 
TELEPHONE CONFER -INCE WITH MICHAEL DRAKE 
TELEPHONE CONFER 2NCE WITH WOOTEN EPES 
CONFERENCE WITH JOHN SELIG AND ANNE RITCHEY 
CONFERENCE WITH JCOTEN EPES 

INTRAOFFICE CONFERENCE ANNE RITCHEY AND BILL WOODYARD 

I 

TELEPHONE CONFERENCE WITH MICHAEL DRAKE \ 

CONFERENCE WITH . >Ali MOUDY \ | 

CONFERENCE WITH .lOll NASH j 

CONFERENCE WITH -Ei.DON DANIELS j 

ATTENO INSURANCE AMD COMMERCE COMMITTEE MEETING 

REVIEW STEPHENS iN".*S ADFA BILL AND DRAFT 
MEMORANDUM 

TELEPHONE CONFER) N- E WITH FIRST PYRAMID 

INTRACFF :-'’S CCNV, Ri.NCE SILL wuuDiAftD and ANNE RlfTCHEY 

DELIVER DOCUMENT: VO DAN MOUDY AND MICHAEL DRAKE 


TELEPHONE CONFERIN* ES WITH LAUREL ESTERLEIN RE 
PROPOSAL 


TELEPHONE CONFER! Ni E WITH DAN MOUDY 


I 


7f 
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MlTCHCl.l.' Wii.i.Iam*. Stl.Ui, .Imhvin X Tin On 
STATEMENT CF SERVICES RENDERED AS OF 2/28/85 

CLIENT 60 39 - LASATER fc COMJAJY 

MATTER 5 - LEASING PROPO iA I. 


DATE 

2/25/85 



SERVICE PERFORMED 


INTRAOFFICE CONFERENCE ANNE RITCHEY, JOHN 6ELIG 
AND W. C. BARRIE!' 

TELEPHONE CONFER. INCE WIT!! LAUREL ESTERLEIN 

REVTEW AND REVIS ON OF LEGISLATION 

PREPARE BILL FOR DELIVERY TO E. F. HUTTON IN 
NEW YORK 

CONFERENCE WITH I’AlIL YOUNG & MICHAEL DRAKE 
CONFERENCE WITH MESSRS. DRAKE AND YOUNG 
INTRAOFFICE CONF RNNCE ANNE RITCNEY AND JOHN SEJLIG 
CONFERENCE WITH I.ESSRS. DRAKE AND YOUNG 1 

CONFERENCE WITH < Oi.. GOODWIN I 


\ 

\ 

5 ELI 


CONFERENCE WITH I L HAEL DRAKE, PAUL YOUNG, BOB 
SNYDER AND JOHN :ELIG 
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I »«- Orru.o 

H ITCII ELI., Wil l. IAMS, Sfcl Hi. JaCK^ON / IlICNCK 

t*rm» Avtaua >r kmm Mam 
1 ittu Dnci. Adtxto 7’JJui 
liiinwaa 


February 20, 1985 






Mt - Michael Drake 
Senior Vice President 
Laaater & Co. 

}12 Louisiana Street 
Little Hock, AR 72201 

ClIIMT NO 6 0 3 9- 


»n«a »■••• roaiisa an* >rru a .n» »#ua Nialal to laiun ««M> catpiT 

\ 

\ 


/ 

/ 


Re: Legal Service;. Performed 

through Janua_y 31, 1985 


i 


PILE NO. 60 39-4 - 

FEES : 
EXPENSES: 
TOTAL AMOUNT: 


198'. LEGISLATION ADVICE 

I 

$17,647.00 

676.13 


S 1 8 , 3 2 3 . 1'3 


I 

I 


I 


PILE NO. 6039-5 - LEA! IliG PROPOSAL 

FEES: 

EXPENSES : 

TOTAL AMOUNT: 


S 4,154.00 
359 . 20 

S 4.511 2 h' 


TOTAL AMOUNT DUE: 


$22,836.33 


(Itemization attached) 


1«L*r aaai 
-JI3I 


Mitchell. Williams Sr uc, Jackson & Tucker 


79 
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Mitciicll. Wim.iam*. sm u., •Jackson a. !'h< hi <« 

STATEMENT OF SERVICES RENDCnED \S OF l/l I /H 5 
CLIENT 6039 - LASATER AND COMPANY 

MATTER 4 - 1 985 LEGISLATIVE. ADVICE 


DATE SERVICE PERFORMED 

1/04/85 TELEPHONE CONFERENCE VI HI MICHAEL DRAKE 

1/07/05 TELEPHONE CONFERENCE VI HI MICHAEL DRAKE 

/ TELEPHONE CONFERENCE WITH E. F. flUTTON PEOPLE 
/ INTRAOFFICE CONFERENC- JOHN SELIG AND ANNE RITCHEY 

/TELEPHONE CONFERENCE VI HI E. F. HUTTON 

i ' 

I INTRAOFFICE CONFERENC-: WITH BILL WOODYARD, ANNE 

RITCHEY AND JOHN SELI ! 

1^08/86 TELEPHONE CONFERENCE WITH MICHAEL DRAKE 
REVIEW E. F. HUTTON DOCUMENTS 

i I 

1 ) CONFERENCE WITH ANNE .:I ‘CHEY 

\ 

CONFERENCE REGARDING ‘OLITICAL CONCERNS 

LEGAL RESEARCH REGARD -NW ISSUES PRESENTED BY 
HUTTON PROPOSALS 

INTRAOFFICE CONFERENC : ANNE RITCHEY AND JOHN SELIG 
LEGAL RESFARTH P^APniM : POND m'TMOP T T' r ES 

QUESTIONS 

INTRAOFFICE CONFERENC:: ANNE RITCHEY, JOHN SELIG, 
BILL WOODYARD RE PROP >S HO LEGISLATION 

ATTEND MEETING ON ECONOMIC DEVELOPMENT 
LEGISLATIVE PROPOSALS 

TELEPHONE CONFERENCE VI ’ll MICHAEL DRAKE 
CONFERENCE WITH ANNE ■:!' 'CHEY AND JOHN SELIG 
TELEPHONE CONFERENCE ./ 1 'H MICHAEL DRAKE 
INTRAOFFICE CONFERENC . ><E LEGISLATION 



CONFERENCE WITH MICHAEL DRAKE AND E. F. HUTTON 


2561 


MlTOItLl.. Wl 1 . 1 . 1 AM*, Set «»►. AMIN A T »M“|. llll 

STATEMENT OF SERVICES RENDERED -.S OF 1/31/85 
CLIENT 60 3 9 - LASATER AND CO.lPnHY 
MATTER 1 - 1985 LEGISLAT I E ADVICE 


/ 



1/11/85 


1/12/85 

1/13/85 


: \ 

1/14/85 


DATE SERVICE PERFORMEl 

TELEPHONE CONFERENCE 1 I 1*11 MICHAEL DRAKE 
TELEPHONE CONFERENCE 1 ITH MR. MEf’Z 
CONFERENCE WITH MR. D! At E 
WQRK ON PROPOSAL 
CONFERENCE WITH HUTTOI I EOPLE 

CONFERENCE WITH E. F. HUTTON i LASATER PEOPLE TO 
PREPARE POR PRESENTATION TO THE GOVERNOR 

ATTEND PRESENTATION TO THE GOVERNOR 

CONFERENCE WITH LASAT! R/HUTTON WORKING GROUP AND 
GOVERNOR'S STAFF 

CONFERENCE WITH LASATI R l HUTTON PEOPLE 

CONFERENCE WITH MESSRS . DRAKE AND NASH 

INTRAOFFICE CONFERENCI JOHN SELIG, ANNE RITCHEY 
AND BILL WOODYARD 

DOCUMENT PREPARATION ? 'H*. REVIEW 

TELEPHONE CONFERENCE WITH MICHAEL DRAKE 

TELEPHONE CONFERENCE WITH LAUREL ESTERLEIN RE 
DRAFT OF LEGISLATION 

INTRAOFFICE CONFERENCE PILL WOOYDARD , JOHN SELIG, 
AND ANNE RITCHEY RE PF DIOSAL TO GOVERNOR 

REVIEW PROPOSED LEGISl \TION 

REVIEW LEGISLATION 

TELEPHONE CONFERENCE M1H MICHAEL DRAKE 
TELEPHONE CONFERENCE U ITH PATSY THOMASSON 
TELEPHONE CONFERENCE W ITH • MICHAEL DRAKE 
TELEPHONE CONFERENCE UlTH MICHAEL DRAKE 


1 i 


i ! 
‘ i 


87 
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M ITCII ELL, Wlll.lAHi, iei H», .Ia« HS.iN A 1 lit tl 

STATEMENT OF SERVICES RENDERED . S OF 1/31/U5 
CLIENT 6039 - I.ASATER AND COI P'.NY 

MATTER 4 - 1905 LEGISLATIVE ADVICE 


1 


As / 4 


SERVICE PERFORME! 

CONFERENCE WITH JOHN i EJ IG, PAT MORAN AND ANNE RITCHEY 
WORK ON LEGISLATION 

TELEPHONE CONFERENCE V. I VII MR. BEALE 
REVIEW PROPOSED LEG I SI A'J* ION 

TELEPHONE CONFERENCE Hill LA UP. EL ESTERLEIN 
REVISE PROPOSED LEGISI ATION 

REVISE GUARANTY BILL \ 

DELIVER MEMORANDUM | 

DRAFT MEMORANDUM TO MR . NASH AND WORK ON 

RESPONSE TO HIM I 

I 

CONTINUE REVISION OF F iOPOSED GUARANTY BILL 

INTRAOFFICE CONFERENCE E ILL WOODYARD AND PAT MORAN 
RE LEGISLATIVE MATTERS 

CONFERENCE WITH MICHAEL DRAKE 

IIJTP.AOFFICE CONFERENCE SE f TG *nnE Bl?rHPv w ^ . 


I x MITCHELL AND oILL WOOD YARD 

'TELEPHONE CONFERENCE W CTiI MICHAEL DRAKE 

TELEPHONE CONFERENCE WITH MICHAEL DRAKE 

PREPARE AND TRANSMIT L.CG ISLATION 

TELEPHONE CONFERENCE W ITU MICHAEL DRAKE 

TELEPHONE CONFERENCE W .Til MICHAEL DRAKE 

1/16/05 TELEPHONE CONFERENCE Will MR. JAMES 

INTRAOFFICE CONFERENCE BILL WOODYARD. JOHN SELIG, 
AND ANNE RITCHEY 

! I 

; \ TELEPHONE CONFERENCE W Til MICHAEL DRAKE 


\ 


TELEPHONE CONFERENCE W.HI MICHAEL DRAKE 
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Mitchell. William*. bKi.HL ,I ack**»m A 1 u* hi n 
STATEMENT OF SERVICES RENDEREC /.5 OF 1/31/05 
CLIENT 6039 - LASATER AND COMPANY 

MATTER <1 - 1985 LEGISLA7 [VE ADVICE 

•DATE SERVICE PERFORM CC 

TELEPHONE CONFERENCE WITH MICHAEL DRAKE 


/ TELEPHONE CONFERENCE W fTH LAUREL ESTERLEIN 
''ATTEND MEETING ON LE IIJLATIVE MATTERS 

/ 

/ DELIVER PACKAGE FOR '1R WOODYARD 

/ 

1/17/85 TELEPHONE CONFERENCE WITH MICHAEL DRAKE 

f j INTRAOFFICE CONFERENCE BILL WOODYARD AND ANNE RITCHEY 

CONFERENCE RE LEGISLATION \ I 

/ \ j 

j CONFERENCE WITH MICHnEL DRAKE j I 

CONFERENCE WITH JERR/ JACKSON, JOHN SELIG, BILL WOODYARD 
1 | AND ANNE RITCHEY 

l}l8/85 REVIEW REVISED DFA B Li. FOR GOVERNOR’S OFFICE 
PREPARE REVISED BILL- FOR DISTRIBUTION 

INTRAOFFICE CONFER EN E ANNE RITCHEY. BILL WOODYARD ANO 
PAT MORAN 

DRAFT nEmO ?>'• ■‘•M .U . n i V i s .0 iil-lS 


IWTRAOFF1CE CONFERENCE JOHN SELIG, BILL WOODYARD AND 
ANNE RITCHEY 

REDRAFT LEGISLATION 

INTRAOFFICE CONFEREN- E JOHN SELIG AND ANNE RITCHEY 

TELEPHONE CONFERENCE WITH MICHAEL DRAKE 

INTRAOFFICE CONFERENCE PAT MORAN AND BILL WOODYARD 
RE LEGISLATIVE MATTE S 

TELEPHONE CONFERENCE WiTH MICHAEL DRAKE 
1 ! CONFERENCE WITH JOHN SiXIG AND ANNE RITCHEY 

l/|ty8S TELEPHONE CONFERENCE WiTH GOVERNOR’S OFFICE 

] TELEPHONE CONFERENCE WITH MICHAEL DRAKE 

V 


1 
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MiTCiiei.L. Win »am*. Sei.i€i..U«:n»*** ^ Tnr. hit 

STATEMENT OF SERVICES RENDERED . S OF 1/31/HS 
CLIENT 6039 - LASATER AND COi .P*.NY 

MATTER 4 - 1985 LECISLATI’.E ADVICE 

DATE SERVICE PERFORMS! 

1/2 1/8 S , TELEPHONE CONFERENCE l pH MR. NEPTUNE 

1/23/85/' REVIEW GOVERNOR'S PRO! O; AL 

/ 

/ TELEPHONE CONFERENCE H’iI! MICHAEL DRAKE 

/ / 

j DRAFT DOCUMENTS 

/ PREPARATION FOR CONFEI CNCE 

/ , \ 

/ j TELEPHONE CONFERENCE V ITH GOVERNOR CLINTON'S OFFICE, ^ 

L/fi/aS/ CONFERENCE WITH LASATIR AND £. F. HUTTON ^ 1 

cONPERENCE WITH JOHN £ El IG AND ANNE RITCHEY 
CONFERENCE WITH MESSR£ DRAKE, ET AL. 

INTRAOFPICE CONFERENCI ANNE RITCHEY, ROBERT THACKER ' 

AND JOHN SELIG RE BONC 3 

CONFERENCE WITH LASATE 3 AND HUTTON REPRESENTATIVES 

TELEPHONE CONFERENCE WITH MR. POTTS RE LEGISLATIVE 
BOOKLET 

^T*F»in MEETING ON LEG! :I AT I YE .“..ATT ETC 

| 

J JlL’LP - £!!-' Z L‘i JA % -w«L tiJYTOw Kc.i,nng i Nu 

LEGISLATIVE MATTERS , 

j 

LEGAL RESEARCH REGARD I >40 SCHOOL REVOLVING LOAN FUND 
LEGAL RESEARCH REGAROMC RADIO EQUIPMENT LEASE 
TRANSMIT DOCUMENTS TO >1 EVE BENDER 
RESEARCH ON LEASE 

CONFERENCE WITH THOMAS JON , MOUDY AND DRAKE 
RESEARCH RE STATUTORY XU THOR ITY 
REVIEW AND RESEARCH SI MUTES 

TELEPHONE CONFERENCE Mill MR. BEALE AND MS. ESTERL8IN 

5 



1/25/85 

1/28/85 


1/29/85 

1/301/85 

! i 

1/3U/85 

i 
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Mitciikm. Wilma Hh. St ,U« km in A. Tim i lii 

STATEMENT OF SERVICES RCI1DER EO Ai OF 1/11 •* M S 


CLIENT 

6039 - 

LASATER 

AND COM * A i J Y 

MATTER 

5 - 

LEASING 

PROPOSA., 


DATE SERVICE PERFORMED 

1/08/85 LEGAL RESEARCH REGARDING ISSUES PRESENTED BY 
HUTTON PROPOSALS 


1/09/85 


LEGAL RESEARCH REGARDI IG BOND AUTHORITIES 

TELEPHONE CONFERENCE R :G'\RDING LEGISLATIVE 
COUNCIL MEETING 

ATTEND LEGISLATIVE COU 1C i L MEETING 
CONFERENCE WITH MR. DR. KK 


1/10/85/ 


i i 


CONFERENCE WITH E. F. I UTTON AND LASATER PEOPLE 
TO PREPARE FOR PRESENTATION TO THE GOVERNOR 

CONFERENCE WITH LASATEI /IIUTTON WORKING GROUP 
AND GOVERNOR’S STAFF 

CONFERENCE WITH LASATE1 . ND HUTTON PEOPLE 


\ 


\ 

l 


! 


1/3 3/8 3 CONFERENCE WITH LASATEJ. , HUTTON AND RANEY 

CONFERENCE WITH MESSRS I RAKE, LOCKE, ET AL. 

INTRAOFFICE CONFERENCE AI-NE RITCHEY, JOHN SELIG 
AND BILL WOODYARD 

TELEPHONE CJNF^EN^S TL LA GULL ESiERLEiW 

1/2 4/85 v CONFERENCE WITH LASATE1 r. ND E. F. HUTTQN 

CONFERENCE WITH MESSRS DRAKE, ET AL. 

INTRAOFFICE CONFERENCE AUNE RITCHEY , BILL WOODYARD, 
ROBERT THACKER AND JOHN LELIG 

INTRAOFFICE CONFERENCE Rl BERT THACKER, JOHN SELIG 
AND ANNE RITCHEY 

REVIEW LEASING PROPOSA1 

INTRAOFFICE CONFERENCE Bj LL WOODYARD, JOHN SELIG 
AND ANNE RITCHEY 

1/23/85 INTRAOFFICE CONFERENCE BlLL WOODYARD, ROBERT THACKE3 
AND JOHN SELIG 
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MiTcnei.L. Wh.uamv Stuti.-UciiboN dt Tuck, m 
STATEMENT OF SERVICES RENDERED A' OF 1 / 1 1 /8 S 


CLIENT 

6039 

- LASATER 

AND COMI AMY 

MATTER 

5 

- LEASING 

PROPOSAI 


DATE 


1/29/85 



SERVICE PERFORMED 

INTRAOFFICE CONFERENCE *MNE RITCHEY AND ROBERT THACKER 

INTRAOFFICE CONFERENCE JILL WOODYARD AND JOHN SELIG 

INTRAOPFICE CONFERENCE ANNE RITCHEY, JOHN SELIG 
AND ROBERT THACKER RE L LASING AUTHORITY 

/ N ' 

INTRAOFFICE CONFERENCE liC 9ERT THACKER AND ANHE RITCHEY 
RE LEASES 

INTRAOFFICE CONFERENCE ANNE RITCHEY AND BILL WOODYARD 
RE PROJECTS FOR LASATER 


\ 





I 
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M i tciici.l. Williams. Ski it». Jackson & Tuc k«i 
STATEMENT OF SERVICES RENDERED .S OF 1/31/85 

CLIENT 6039 - LASATER AND COI .P.'.NY 

MATTER 5 - LEASING PROPOS. L 

DATE REIMBURSABLE EXP: N CS AMOUNT 

1/23/85 CHECK TO THE LITTLE R( Ct COUNTRY CLUB 5359.20 

TOTAL EXPENSES 5359.20 

/ 

/ 

/ 

! / 


i 

l 
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Lasater & C ompany 


May 30, 1985 


'Mr. Bob Snyder 
Executive Vice-President 
T.J. Raney & Sons, Inc. 
Investment Bankers 
3600 . Cantrell Road 
Liccle Rock, Arkansas 


/ 

re : 


/ 


Legal services rend* 
Mitchell Law Firm 


rr*d to date: 


Dear Bob: 

I am enclosing a cop 
Mitchell law firm which h 
Company. The legal servic 
from the detail sheets, v 
of our group efforts on i 
nications System Financin 
Lasater) agreed to split 
i on this transaction, we v 
\ check for one-third of tl 
\ $ 10 , 716.98. I fully expec 
phese expenses from bond 
receiving your check as ‘ 

Thank you li; d.ivaiu.t 


\ 

\ 

l 


y of recent billings from the 
a^e been paid by Lasater & 
er rendered, as you can see 
ere in support and advancement 
he Arkansas State Police Commu/- 
g. Since we (Raney, Hutton, j 
erpenses, liability and fees 
ould appreciate receiving your 
ere legal fees in the amount ; of 
t our group to be reimburse^' for, 
proceeds and look forward to 
oen as possible. 


.a o j _ _j _ c i 


Si/icerely , 

Michael J. Intake 
Senior Vice-President 


MJD : cb 


enc 1 . 

cc: Dan R. Lasater 
Rick Knox 
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w c • «.> 


^ v ! r. 



The : : r. a n c : n z 1*1 w t l 1 hi* .it uuii sed z h - Connu.v. :a: : *.ni 

;ub - :rtcsl : : ii :aoorr,iu an d byi La ? 1 s 1 a c : Council on — 

?■ r i .1 a y . I , 

1 | 

The CiDl :a 1 Resources irouo , which did noc gee Che Ac? 
Ccr.a: jilor. * 1 ; nod, Intend CO cor. cai : che award : c Succor., 

L a 3 a : i r , Raney on che : o 1 lhlw ing points: 



A proposal based on 6 a c a c h pa/aer.H can be lower becaaae 
IT” allows ere scare Co earn ! -.teres: on che oledged 
revenues 1 u r 1 : z cnac b aonr.n oerlod. Central a r ? u e 3 char 
This t, *» noc allowed under : n a law as wrirren. 


I have discussed rhls wl :h Ran, and he la looking* lire lr. 

\ 

M€“r. J e 


DKSN0I8 184 
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/ / 


Law Orrtccs 

M itchell. Williams. Selig. Jackson & Tucker 


FT M*u*tcz Mjtcrell 
Richajld a. Williams 
John S. Seuo 
Joserb w GtlilRi 
W Crrittorber Barrier 
Jirjtt 0. Jacrscm 
Jim Got Tccxer 
Ecobkb G. SaTRJE 
3trom Puzu>0 
Kxrt Foster 
Au_a* Gaits 
Pat Mora* 

V H. L. Woodtard. m 
■Micraxl C. O' Max let 
Jovm C. Las STL 
Doaji Foster 
■ Jamas E. Smith. Jr. 

Jea* 0. Stocijjctroc r 
Vrri Ritcrit 



Deira K. Bro-» 
Scsax Gutter 
Crajo Wrstbroo* 
v - Kjrby Lockhart 
Jotce Kjritao 
DoOOLaj a. W ard 
MaRCEIAa J. IaTLOR 
Timotey W Grooms 
Robert L.Tmacrxr 
Richard C. Ja*3 


or cooriel 
HeXRY E . SriTTBMK) 


fir . Ed Erxleben 
Director of Purchasing 
Office of State Purchasing 
Department of Finance and 
Administration Building 
Third Floor 
7th & High Streets 
Little Rock:, Arkansas 72201 

Dear nr. Drxreoen: 



You have asked our opinion on 'a que stion of 
interpret at lorc^of Section Five of Act Not — 8TT4 of 198 5^ the 
Department of Arkansas State Police Communications Equipment 
Leasing Act (the "Act’'). The question presented is whether 
Section Five of the Act requires that Lease Payments, as 
defined in Section Three of the Act, are required to be made 
on a monthly basis to investors who purchase an interest m 
a Lease Agreement authorized by the Act. 


GO 

m 

o 

m 

< 

m 


Section Five dedicates several categories of 
drivers license fees as a revenue stream fcr Lease Payments 
and establishes the methods for transferring tho'se fees from 
the collecting agencies to the Department of Arkansas State 
Police Communications Equipment Lease Fund (the "Lease 
Fund") and from the Lease Fund to whomever is to hold those 
funds for^the benefit of fchoac per aorts - w h o h a ve^either 
leased the communications equipment directly to the Department 
or those persons who have purcnased an interest in the\ Lease 
Agreement m return for a percentage of the Lease Payments. 


/ Section Five requires that license fees are to be 
transferred "when received" tc the Lease Fund. Fees deposited 
in the Lease Fund are transferred monthly out of that fund 
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Mitcheu.. Williams. Seljg. Jackson 4 Tucker 


Mr. Ed Erxleben 
May 16 , 1985 
Page Two ./ 




\ 


m an amount equal to^pSyments tocov'rr^the costs under the 


Lease Agreement . ^/^At the end of each quarter^, any pledged 
revenues remairurng m the Lease Fund in excess^qf a reeerve 
of 30% of a fiscal quarter's requirements of Lea^e Payments 
are removed .from the Lease Fund and deposited in the State 
Treasury as / special revenue to the credit of the Arkansas 
State Police. 


transfers out of the Lease Fund are to be made. Therefore, 
there is no requirement that these transfers be made to the 
ultimate payee or lessor under the Lease Agreement. The 
procedure for transfer allows for maximum flexibility .in the 
structuring of the financing of the equipment while also 
limiting the amount cf revenue that can be accumulated at 
any time m the Lease Fundi As drafted. Section Five 
reflects standard practices in tax exempt revenue financings. 


Payment reouirements and quarterly "cleaning our' of 
the Lease Sund limits the amount or ncenseu-feei. wtucu si^r* 
be used to make Lease Payments to the amount a ctually 
required by the^ Lease Agreement. 


dollars plus), involving hundreds of investors, the Lease 
Payments will ordinarily be deposited with a trustee bank 
which will hold the funds for the benefit of the investors 
and disburse the funds as required by the terms of the 
trustee's agreement with the investors. Payments are ordi- 
narily made annually or semiannually to investors. The 
trustee, however, usually requires transfers to its trust 
funds on a monthly basis in order to ensure that sufficient 
funds are available to make payments to investors, when due. 


If you have any other questions concerning the 
Act, pleas e d o n o t h e sitat e t o c ai - h : 


Section Five does not state to whom 



The monthly transfer of license fees equal to the 


In a financing of this size (twenty million 


trustee i hu r e t o t he be n ef i t of th e st a te- and a rt" used to 
make payments to investors. 


Interest earnings on funds transferred to 'the 



/ 


Sincerely yours. 


MITCHELL, WILLIAMS, SELIG, 
JACKSON 6 TUCKER 
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Pepo of-.John W . Myers In Re: Whitewater 2-20-96 Cr636 24.0 


tut for myself in 1982. Ml 

MSI Q And duJ you graduate fr>>m high sthtmr |5| 

IU»I A Yes. M 

1 1 7 1 Q Where did \ou graduate from high whooi ana .*! 

|I8| u hat year, please* |S| 

i i9i A St. Michaels Centr^Hfigh School in mi 

i : 0 f Chicago. Illinois. iioi 

121 1 Q What year wds that? Mil 

*221 A Excuse roe. I didn't sav lhat. 1956. n:: 


II 

i:i 

131 

Ml 

|5| 

Ml 

Ml 

181 

|9| 

IIOI 

III! 

u:i 

1131 


in 

1181 

|19| 

i:oi 

1211 

f22| 


/ Pa ? e * 1 

Q Dunne tne per tod I98^ff{rnug)t I9S* > 
you an actudry at that ume,s 

A Yes. 1 becamp-an actuary or received the 
actuarial 'designations in 1978 and '79. So e>ci 
since that time. \'/e been in the practice of 
actuarial science. 

Q I Could {you give a brief description oj what 
vxactlx t in actuar\ dues or « hat it means it) he an 
actuary? 

A It means that you should have a 
mathematical background. You go through a whole 
bunch of tests. The practice of actuarial science, 
if you are a life insurance actuary, that's the guy 
that develops the premium and cost for a life 
insurance policy. I am a pension actuary and so I 
develop and certify the contribution amounts that are 
necessary to fund a qualified retirement plan in 
accordance with the Treasury regulations. 

Q Werryou doing that >jme kina of work in 
1984 and 1985?^ 

A Yes. n \ 

Q You mentioned anumber of different 


Prgt 12 

certifications and licenses you had. that \<>u have 
right now. 

A Yes. 

Q How manv of those did you have during 1984 
through 1985? 

A All of them. 

Q Are you familiar with the bond underwriting 
that was undertaken in 1985 to provide capital for 
the purchase of a new police radio system tor the 
state- of Arkansas? 

A Yes. I am aware of it. 

Q And how are you aware of that ? 

A I was asked by Johnny Mitchum after the 
successful biddtftad been selected, to review their 


in 

121 

131 

Ml 

|5| 

I6| 

|7| 

I8| 

|9| 

|I0| 

mi 

U2| 

M3| 

1141 

1151 

I16| 

II7J 

1181 

|I9| 

I20| 

I2l| 

1221 


| 20 | 

1211 

[221 


retirement plan. 

I completed that work and I suppose that's 
some time in late 1984 when that was done. 

Q How did he . <mc hi hire \ou to do the 
‘dnalyyis that vou iu\t ac'crihcj ’ 

A John called me up and asked me whether or 
not I could review it and do the numhers for him. do 
a calculation for him. and I said yes. 

Q IVTtrn he iaftyJ ■.■<«. naa he fold \ou that 
i.moh nod alreoa\ hero moat • *« n nidi unaerwnti r 
to not'*''-.. \ 

\ YesN 

Q Do vou kho" nt ns >o'hn after the art is ton nua 
been maae rou were called? ^ 

A I'm not certain^ I've gp« to say that it 
was not a lengthy periocfpf timet- I've got to say it 
w as something like may beytwo wWks or so. but that 
a guess. \ \ 

while 


u 


Q And / realrc this was a n 


t* ago. but / 


decision and give them opinion as to the financial 
aspects of it, which I did. 

Q And had you known Mr. Mitchum before he 

hired you to da -thv r* 

A Yes. 

Q Hbw did you know him ? 

A, John owned a hospital in Batesville. 
Arkansas that he had purchased, I believe it was a 
Page 13 

Ml year or two before that, that had a defined benefit 
121 pension plan. And I was hired to be the actuary to 
|3| do the certifications and to terminate that 


Page 14 

1 1 1 wondered if you could e.wlaimto me. » hen he culled 
12! vou up to ask you rc Jo the work, how he described 
|3l what task he wantcu \ou to perform and what he a*kt a 
M’ iou. what you were capable of doing 

5- A He asked me whether 1 could look at the 
m three or four different proposals that had been 
* presented to the state police board, and whether I 
l*i could run some numbers to see whether or not the 
bid 

Mi that they had>*fecied was in fact the best of the 
1 101 four bidsr^nd that was a presertsvalue calculation. 
|IM and my mem or * s*y5 that’ c J ti,ti 
1121 Q Did he ask vou to do a present value 
1131 calculation or is that something that you offered to 
I Ml do? 

j ) 5 1 A Well;- he asked me to do a study that would 
I let confirm what their findings were. And in my 
ID judgment, the wav to do that was. I believe, to do 
M8| present value numbers. 

1 1 9| Q Had thev done a present value analysis 
|20| previous to the one you did ? 

|2l| A I don't knew. 

|22I Q Were vou given a copy of a document that 

Pagp 15 

1 1 1 identified what their findings were? 

|2| A I believe so. , 

TH Q Do you recall what format that was m? 

Ml A No, I don't recall. \ 

1 51 Q And just so we re deary you stated that 

|6| you were asked to da a study to confirm what their 
- m - findings WFTTT W aS that The comm ission s findings or 
|8| do you know whose findings he was referring to 1 
|9| A Yeah, yeah, I mean their decision to go 
1 10 | with the winner as to whether or not in my opinion 
III! acluariallv, whether I concurred u ith that decision. 

1 12| Q So you weren t. per se. being asked to 

1 1 3 1 confirm * you w ere hemg asked u hether vou agreed u oh 
I Ml their choice of the firm that thev chose ’ 

M 3 1 4 1 believe that's right. 
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CF?!C5 CF TV'S GCV«SNOS 


MEMORANDUM^ 


/? ,-h, n^>». — '^/ l /'}~ 

7 / / 7 


From 


: ZJJy-^L 


CT) La^^\ <aiiiVU t qvfl 


Sub 


ecr: < S 


6'-.. M 

U>Jx»^ OuAa 



<r 


. _ _ _ . cS u^jCl^jc. 

^Lvaaa ^ 6-f. U3 ju*T 

— — 

- .... -1. 1. . ^-/ / l * . 

—ft ■ ■ ■* _ r- w '< 7 


^3u^v U A. . ^ £“■*— Ci^c-u 

<f 


f!jr--J±.fZ&-*-~- T 


. (AS. L^iaJ^ J/Im- ?. 

/ 

DKSN027162 
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_ szxzz ?cl::i czzxc:r:z±7zzits izz ,\:uiT3:: 

Arcacaec 1:1 ::e analysis xaec '37 che Sanaa Pcliae laeain 

^3 ATTiTe a: :d« decision ca axari financing ra :. : . Huacan 
- . -'• iazrey and. Uaai: tr . 


failaving aunbars j;i ^auc aUraciiy irrn ^u: anal 7 3 in . Tz« 

TT* (!I«c ?tuc: Talaa) ana . 731a -s oa*d aa e^taaae diif arena pay-sen: 
uras- * : uitu Inca accrual fac: iac tie S:a:i .-ill Lavs :i* 
as-s :: tz« l-:s=3« revenues i: : J reams a: ::« 

ana r'-.r- : car :aj ::trui:ir n:tr :n :c:::a ?:::csa;. Isaac 


- T -- 3 : larianl trace sal, :ne S:s:a vlli pay rerail 7. 

3 :acar TmalNe: ?a-s*r: !T?r a<; ?irae:: 


r:?;?a4,T:: 


* « - 


-- :-j sac*, naljsii jcj ::c« j;7*n; iu: ::: ::sc: : far :!3<r j . 

fane a: 11. 1Z iaaraac a: 111 ana aaec 2. II as aa.e H7~ fac::: :: 
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Dcpo of; Betsey Wright In Re: Whitewater January 26. 1996 cr:63422.Q xn- 

Q Did die 'U\ anything more to you during .III] the; by the FBI ? 

that i timrrsoiiiHi jbout the picking up of this cash nil A No. 

Q Did \ ou report what Mr. Sash said to 
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111 at the hank or anything Mr Lmdse\ said to \ou 
i: A No. I think that is all I remembej 

Q l jtot want to vacuum \our kiyrwledge about 
■n thi> matter 

,A > MR COHEN What a u/ange word to hear 
it>i coining from you That can be used in an innocent 
I"! way. I understand / 

! 3 1 MR. GILFFRA. ^Some people saj 

!«• BY MR GILFFRA 

lOl Q Did you retail anythiny/hore about \tmr 

|ll| conversation with Vfr Lindsey/ 
ii:: A No. / 

1 1 .* i Q Ha\e y outspoken fit anyone else about this 

11*1 t onversatnm you Had ivi til Vis Cooper and then the 
1 1 5 1 i onver^ation ut/hjMr Ltfidsiy . other than vuur 
1 1 »*t lawyer ' | / 

I I "i A And I just now remembered it and told him. 

nsi MR. COHEN Other than your lawyer 

•i*»: BY MR GIUFFRA. 

10' (J Did u >u Jist io\ this » i th the Independent 

ill i Counsel ' ' 

11: MK COHEN None of your business what she 

Page $20 

1 1 , has discussed * ith the\|ndependent Counsel. It would 
ll; be m my judgment a citation of all sorts of 
,3i things \ \ 

Mi MR. GILFFRA. w\actu^lj have asLed 

I.' 1 witnesses whether they base ihj facrtaid this, this 
6i has been in public testimony, wh*t drey have told the 
Independent Counsel. 

i hi MR COHEN Before I would let her answer 

•ji that question. I would have to consult with people as 
1 10 : lo (he Independent Counsel 
BY MR GILFFRA 

Ml; Q Is there an\ documentation reflecting this 

11*1 toirununiealuHi with Ms. Cooper 7 
|Mi A No. 

'i (J Win did your role change betw ecu the - 

ik- A Wait. I dnfci't finish. 

*' Q Oka\. Ci l ahead. 

list A I’m in treuhle again, aren't I? 

Iiu. MR COHEN! ^ot at all. 

tioi BY MR GIUFFRA>^___ 

11 1 1 Q You have 1 the Cooper utnversaiion and the 

1 11 1 Lindsey i onversatnm 

j Page 321 

ill A Well, then ther e is a third conversation. 

III I was having a conversation at some point, and I 
l-M don't remember vfh^re or why or how or what the 
mi subject was, but tne/ issue of the ‘90 campaign came 
I'l up. 1 was talking JoiBob Nash, and he told me that 

6| unce Bruce had a^fctd him to go lo Perry County and 
i'! pick up some get out the vote cash for him. That’s 
ni all I know about that. 

M* ( J That’s all hr *aid. Did hi \a\ whether 

MO' Mr - did Mr Sadi uidu ate hi- haa been asked about 
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A No. 

Q You J no ubigr conxe-j: >>n with 
Vfr Linasn -r><>ut picktnOtn cash yom the Pcrr\ 
Counr\ Batik <n connection vfththe 90 campaign' 

A That's all I remember . x 
101 Q Tod~ruij^remember an v cdqvcrsatton w till 
1 : I jtwone else about pt^lnqg up conversation from the 

ill: Pern- County Bank"' \ 

Page 322^ \ 

I. A Not so far. I’m doing my best. 

Ill MR COHEN: She went frort^ remertibenng no 

131 conversations to three conversations^. \ 

Ml MR. COLE. It is skillful examination by 
1 5 1 Mr. Giuffra. \ I 

I6i MR. GILFFRA: Thanks. I appreciate that, 

fl MR. COHEN: I think the record ^vas ij was 

'!. Ms Wnght who remembered the con versatiohs. took 


l«l 

1101 

llll 

mi 
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break and then disgorged them. 

MR. GIL FFRA: 

Q Why did your role change betw eenjthe ’SS 
campaign and the ’90 campaign ? Of was if the ’ S6 
campaign ? 

A Why did my role ch. 

Q Because you hecoprf the state p 
chairman ? Why werepefyuu as actively tnv\ijvrd m 
the campaign offyO as opposed to prior vrury 

A I didnk manage (lie 911 campaign, and I had 
managed the prior years. 

Q Again, you have no - in terms of the nuv 
111 | that those withdrawals were done for the get our the 
llll vote drives . you don t have any sense as to hyw it 
Page 323 

could have been done differently 7 

A I don’t know how they did it. 

Q Did Mr. Sash indicate to you what use wu' 
made of the money ? 

A No. 

Q Do you have any idea \s\t what use was 
made of the money ? 

A No. I didn't have any f]urtl\er discussion 

with him. 

Q Last question. Why did your r<Vr - why 
| llll w ere you no longer the Governor \v camfxugn manage 

j llll A Well, I left the Governor's staffaoward 
! I3i the end of 1989. though 1 didn't technicals go off 


in 

1 1 81 
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HI 

111 

131 

Ml 

151 

!6| 

ri 

in 

_i2j_ 


not 


! I Ml the payroll until January of ’90. So I was no longer 
I H5| working for him, and 1 didn't want to run the 
! i ioi campaign in '90. 

■ 1 1 7| Q Who became the campaign manager ' 

It si A Gloria Cabe. 

||U| Q C-a-p-e' 

lioi A C-a-b-c. 

Iln Q Have you ever spoken to Ms. Cabe about tin 

llll withdrawal o/ iudi from the Perr\ Counrv Bank 
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Parm 

1152SS.E. Co. Hwy. 473 
Ccala. FTonda 3257 J 
-none 904-2^5-2455 



The Koncrasla 3 *'11 Clinton 
Sovemor of Arxansas 
Staoa Capitol Building 
Little Peek, Arkansas’ 72201 

Dear Sill: 


It was a pleasure to see you yesterday at the Hot Serines "Christmas 
to Share" ?-cgram and to visit with ycu by taleoncne last night. 



We wanted to follow uc with toe cetails of cur conversation in tr.is 
ccr-esccndenca. With regard to trie cisoersal of toe securities ewnee 
by .“cunt Kccc Pension Fund, .National Investors Lira Insurance ar.c 
National Investors Pension Fuse, we have beer working hanc-in-har.d 
with their personnel toward ar. orteriy sale of their rc Icings anc, 
in fact... we.har l dljsd^e_urs.t_staca.if_ Lie d i seers aJ Jr^caernoer 
wnen we oarticisatad in the 1 icui cation of S2C million of Illincis 
bcncs. The Companies have beer cur clients for cuita seme time anc 
OU»* account r«cr.o«riVv«« e-e *!"• ?C— V* ^5 

wnic.r is extreme! v imeertant in t.re sales orocass. 

It is our belia* that an erdariy cistersal cf these securities wiT! 
benefit the policy hcloe-s arc the s.rarenolce-s of these Comoanias; 
heresy, be.re-itinc Arxansas citizens the mest. Tc cate > era cfsoersa! 
has been ha.ndec within the Stata; therefore, any gains cr losses have 
remained in Arxansas. 


As we discussed, rumcr has it that co-managers of First Hester and 
Stecnens Inc. will be acccincac t.ne first of the year to ccnsumata 
any future transactions in the oortfclio. It is estimated that there 
is aocroximataly SI. 9 billion of dect securities wnich it fs expectac 
will be sols, anc if First Boston is acocintac, it will mean - that a 
larger percentage cf the prtcaecs will be leaving Arxansas. 

Knowing that we have the same dedication to the Scat* of Arxansas, I 
dc not believe that you will want this ta haccen. Kcwever, we dc 
understand the pro blems which ycu faca at the Insurance Canmssion; 
and jre^bgnftlnt tnat you may nave dirncuity in maintaining tie 
status quo as far as the disoersal is concerned. 

Faced with that reality, we hooe that you will be abie to take the 
initiative in strongly suggesting that Lasata'* 3 Ccmcany may be 
included with Firsc~Boscon and Sreone.ns Inc. as a third co-manager. 

Tnis would mean that a majority cf t.ne business would stay in Arkansas. 
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Pice Twc 

The Honorable Sill Clinton 
Oecemoer U, 1 98" 
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Witr. r-garc to the 3card of the Arkansas Housing and Develocment Acency, iz is 
our understanding that the chairmanship rotates annually. Based on this under- 
standing, we wcuid like to reccrrniend our mutual friend George Wricnt for the 
chai rmarrshio. Gecrga~has expressed" an interest i n the chaT rmansh i o and we 
believe that he would take the time and devota the energy necessary to do a 
good joe. 


\ / In addition, it is cur understanding that tne* - * will be vacancies in January 
rvml on tne AHCA Scare arc we wcuid .like to strongly reccmiend Dale Taylor, an attorney 
\\yj with First Conr.ercia” Mortgage Company. His background and professional cacaoilities 
^ make nim particularly suited for ser/ics on this Agency Beard. 


Curing the recent Scecial Session, legislation passed creating a commission to 
[ stucy the possibility of creating an agency similar to the AHCA to do puolic 
y j, scr.ccl financing. We would like to recommend Michael Drake, Vies President cf 
V ‘.'Puolic Finance at Lasater & Ccmoany to sar/e on the Ccimrissicn. Michael was 
Snjybcrn at Jccscr.ia, Arxer.sas and his undergraduate degree is from Karoing College. 
V^icnael cic his cracuata work at Wayne State University in Uroan Planning anc 
\\ risoal Affairs anc test graduate werk at tne Har/aro-MIT Joint Canter for Urta.n 
Stucies. With his educational ,„bacxgrtund an d his knowl edce of Ark ansas anc 
fiscal matters, we be'Tave he is perfectly suited fer the Commission anc that 
he will make a significant contribution. 


Finally, let me acair say that tne Insurance Companies' dispersal cf its hcidincs 
ia vcy »moccxent to us ana we since**e:y ncoe that there is seme wa7~-ec max a 
certain that we co ret lose our oc si tier.. 


Again, we_aocreciate ycur able as: ■ stance. 
SincereTyC' 


h ! ! 

Can R. Lesater 


DRL/ls 


co: Maurice Smith 
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B Mauiucs Mntifti 
Rickajio a. *iujams 
joe* S. 5 njo 
joun w Ccuin 
w CjuurraNMEN-fUsJUCN 
Jewrr 0 JUcxso* 

Jim G«rr Torus 
Eoam G. S*ru 
Bnu* Pnm j 
Kjwt Fostu 
UU» GaIZS 
Pat Moiuji 
W I.L.WOOOZI 
.Hies ua C. (TMaulct 
J on C. Lcnul 
Bassett 

Jian 0 . SrocuirmcB 


L\»- Office* 

Mitchell. Williams. Scljc. Jackson & Tccker 

IOOO Lrtm FeOCKAL Bui 1-DtHC 
Cafttol .weave at Snmno StweeT 
Uttlc Rock. Arica^sa* 7220: 

Tcufmonx soi-orO'Oisi 


March 8, 1385 


Mr. San Bratton 
Office od the Governor 
State Capitol 
Little Rock, Arkansas 72201 


n, 


i 

Re: State Police Fmancinc Bill 


Dear. San: 


I 


Dcssa K.Bmo^h 
Susan Gunteb 
Anns Ritcmet 

Cnajo * err* *oo k 
James S-Smitn . J» 
* Kinaf LocsMAirr 
Doaji F6st*b 
J orcr JUnscaa 
OouoSas B 


"uaoinrr w 

Rost NT L. 

Ricjaju C Jans 


Ben nt £. Shnuio 


LTajtos 
Sac un 


n 


Lncioseo is an original anc. three copies ot an 
amendment which will substitute the language of the bill we 
discussed over the phene today for the lancuace cf the I 
existing bill. I 

! Please review the amendment and let me kr.ow^uf ylcu 

have ar.y questions cr want me to cc any redrafting. 


u 


With best regards. 


\] 


Cordially yours. 


MITCHZLL, WILLIAMS, SELIG , 
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da: i 


FROM: ~ bw 


■Cao:c kelson; 5 ; a : •» ?;!:;? Coasuai rat ions 


( ) Imediare acricr. 

( ' Drerc^rec ::: ^cverr. c: 


) Nc acricr. :e:u::ec 


( ) Rep 1/ cr act ir. 1 veek 

( ^ Precare rercr" 

( ) "or ccnir.er.r 


• 1 Please Tee 

( ) File 

( ) For veer ir.ferr.a 


: :v> a;*; . 


1 aa ::c^:n - : :h: aui h hadlra : s na: Sn z er.i 3 

ta call a s:e::al see::;? o : his z a 1 e t : oaua ica ; ioa s s:;;v 
C 3 i::::e« this vee.< aa: tnat he is a ;a:aj ::: ao : 

■»>«•*• v * - - - JT J? ” ]<«••«• •«» -i c ■ 1 ' > •’ 3 J'Oit- a 

IrcrC'-Iaz • :*s: 1 aaT a u: ‘ Yr. e ? Ts — ao ” Varr jus:: rp""< ~ a r as 

:ae required ?I *5 nvestrear" 

I have alerter Drake an suggested :ha: 1 3 e 7 get an^S? 

taoxis s :::e: zj set a; a::::::aea: vnh 3 s:a::: Nelsrr. 

AS A? 13 see ii he .1 as ad 7 questions a a out tne prracsal. 


As 7 other suggestions* 
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INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


WEDNESDAY, MAY 1, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington , DC. 

The Committee met at 10:18 a.m., in room 216 of the Hart Sen- 
ate Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 

OPENING COMMENTS OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. The Committee will come to order. 

I am going to ask our witnesses if they please would stand for 
the purposes of taking the oath. 

[Witnesses sworn.] 

The Chairman. Thank you. 

Counsel, are you representing both Mr. Drake and Mr. Lasater? 

Mr. Feinstein. Yes, I am. 

The Chairman. So that’s the reason you are in the middle there. 

That’s a great tie you have on. 

Mr. Feinstein. Thank you. 

The Chairman. Yours and Senator Mack’s, you show brightness, 
et cetera. 

I am going to ask Mr. Lasater and Mr. Drake if they have any 
statements that they would like to make before we start? 

Mr. Lasater. I do. 

The Chairman. Mr. Lasater, we would be happy to receive your 
statement. 

SWORN TESTIMONY OF DANNY RAY LASATER 
PARTNER, COLLINS, LOCKE & LASATER 
LASATER & COMPANY INVESTMENT BANKERS 

Mr. Lasater. Thank you. 

Good morning, Mr. Chairman and Members of the Committee. 

I am pleased to appear here today and answer your questions. 

Senator Sarbanes. Mr. Lasater, that microphone will move. You 
can bring it in closer to you. I think that will help a bit so we can 
hear you a little better. 

Mr. Lasater. OK. For the past 10 years, I have often been the 
subject of inaccurate and misleading news articles. Outrageous and 
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totally false stories about me have appeared in both the local and 
national newspapers and magazines. A good example of that was 
in this morning’s Wall Street Journal where I was called a “con- 
victed drug dealer” by Mr. Simpson. And I challenge Mr. Simpson 
and The Wall Street Journal at this time to prove any evidence 
that they have on that, because that has not been the case. 

Political opponents of Governor and now-President Clinton have 
sought to use this false information for political advantage. In the 
process, my reputation has been smeared and my business inter- 
ests have been damaged. Most painful to me, my family has suf- 
fered from these unfair attacks. I hope today’s hearing will give me 
an opportunity to finally set the record straight. 

In all the attempts to use me to attack the President, what has 
been lost is my real story and my right to restore my good name 
and to teach my children to be good citizens. My story is simple. 

In the 1980’s, I was an owner/operator of my fourth successful 
business. My company, like many businesses around the Nation, 
did business with the State of Arkansas. Like many businessmen 
and other citizens throughout the country, I contributed to the 
campaigns of politicians like yourself, including then-Governor Bill 
Clinton. Neither the Governor nor his administration showed me 
any favoritism. 

In the 1980’s, I also made mistakes in my personal life. I became 
addicted to cocaine. I pled guilty to charges of possession and social 
distribution of cocaine and was incarcerated for nearly a year. 
Contrary to many inaccurately published reports, however, my ac- 
tivities had no connection whatsoever with dealing drugs or laun- 
dering money. I lost my securities dealer license by decision of a 
Clinton appointee and had to sell my business. I hurt my family 
and embarrassed my friends. Since that time, I’ve worked hard to 
make amends, to rebuild my family, and to dedicate myself to God. 

Your investigators know all about these problems and that time. 
They know that the Governor had no connections to those activi- 
ties. They know that it has never been alleged that I committed 
any fraudulent act or lied in the course of any investigation. 

My wife and children have been forced to relive that difficult pe- 
riod each time some new effort is made to smear the President 
with exaggerated allegations about me. You have the right to ask 
those questions again. Since you already know the answers, how- 
ever, I simply ask that you do so only upon careful consideration 
of the rights of my wife, family, and friends. 

What saddens me most about the matter is the pain and prob 
lems it continues to cause my family and others in Arkansas who 
were associated with me. At the time, I thought that if I admitted 
guilt, took responsibility for my actions, and served the sentence 
imposed on me by the court, I would have paid my debt to society 
and would be permitted to put the incident behind me and get on 
with my life. Unfortunately, that has not been the case. 

In every election since that time in which Bill Clinton has been 
a candidate, efforts have been made to use my past problems 
against him. I continue to hope I can put this particular part of my 
life behind me, and perhaps my appearance here today can finally jj 
close the book on that subject. 


ch 
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Some of you can identify with the pain of unfair allegations of 
improper conduct. The difference, however, is that when you 
confront those stories, you chose to run for office. Please remember 
that when my family and I confront them, we have made no such 
choice to enter the public arena. Nevertheless, I will answer the 
questions truthfully, completely, and candidly. Hopefully, this time 
will be the last. 

Before answering your questions, I would like to share with you 
some information about my personal background. I was born in Ar- 
kansas in 1943, but I grew up in Indiana. After high school, I went 
to work for McDonald’s and spent 4 years with that company learn- 
ing the fast-food business. With partners, I then started my own 
fast-food chain, Scotty’s Hamburgers. That company did well, and 
we went on to start another national restaurant chain, Ponderosa 
Steakhouse. 

Ponderosa was a tremendous success, and in 1972, I sold my in- 
terest in Ponderosa for about $20 million. After the Ponderosa sale, 
I turned my attention to horse breeding and racing. I owned suc- 
cessful horse farms in Kentucky and Florida. In 1980, I was a co- 
founder of a securities firm called Collins, Locke & Lasater, which 
later came to be called Lasater & Company. 

I mention these business successes not to boast, although I cer- 
tainly am proud of the companies that I built and the horses I 
raised, but rather because my background is important to put into 
context the events in Arkansas in the 1980’s that this Committee 
is investigating. 

For example, it is well known that I was a political supporter of 
Bill Clinton and that I made contributions to his campaign for Gov- 
ernor of Arkansas in the 1980’s. During that period, I could easily 
afford to contribute to the political candidates I thought were best 
qualified for public office, and Bill Clinton was only one of the can- 
didates I supported. I doubt that any Member of this Committee 
would argue with me when I say that I don’t believe there is any- 
thing wrong with a citizen contributing to the political campaigns 
of the candidates he supports. 

You also should know that I, like thousands of citizens who make 
contributions to your political campaigns, contributed to Governor 
Clinton and the other candidates I supported without expecting 
any favors or special treatment in return. More important, I never 
received any special treatment from Governor Clinton or anyone on 
his staff. To the contrary, on the one occasion when I complained 
to Governor Clinton that Lasater & Company was not receiving its 
fair share of the State bond underwriting business, he simply told 
me that we should present our case to the appropriate staff if we 
felt we were not being treated fairly. He did not take any action 
on our behalf, and our position among the firms that were under- 
writing State bond business never improved. 

Governor Clinton did not take any action on my behalf. It ap- 
peared that he wanted to avoid any appearance of giving me pref- 
erential treatment. Even though Lasater & Company was the sec- 
ond largest capitalized securities brokerage firm in Arkansas at the 
time, we stayed on the bottom tier of firms handling State bond 
business and never moved up to a higher tier. In my opinion, not 
only did I not receive any preferential treatment, I may even have 
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received less consideration than I would have received if I had not 
known the Governor. 

You also should know that after my criminal conviction my secu- 
rities license was revoked in August 1987, by the State Securities t 
Commissioner that Governor Clinton had appointed, Beverly Bas- 
sett Schaffer. Because I retained an investment interest in the 
business to which I sold Lasater & Company, Ms. Bassett Schaffer r 
was extremely vigilant in her oversight of the operation of that v 
firm, advising it in April 1989, that its license would be revoked ( 
if I ever acted in any manner to control its operations. ;] n 

I know that Ms. Bassett Schaffer has appeared before this Com- w 
mittee, so you do not need me to tell you she was a strong, inde- 
pendent regulator with impeccable credentials and character. She d 
certainly never gave me any special treatment. In fact, I think she q 
was particularly vigilant in my case to avoid any appearance that ir 
her department was going easy on me. This is the second time I n 
thought I might fairly be entitled to more consideration from the ir 
State, but like Governor Clinton in 1984, Ms. Bassett Schaffer was u: 
careful to avoid taking any action that might appear to give me a 
preferential treatment. 

I would also like to say a few words about my relationship with Si 
President Clinton’s family. I first met the President’s mother, the vc 
late Virginia Kelley, at Oaklawn Park in Hot Springs, Arkansas in m 
the 1970’s. Mrs. Kelley was an avid horse racing fan, and all of us of 
in the small community of Arkansas racing came to know her well, an 
She was a wonderful woman — warm, friendly, outgoing — and we all 
miss her very much. • pe 

Mrs. Kelley was very proud of her two sons, Bill and Roger. I coi 
met Roger first, when he was working as a musician in Hot sti 
Springs. At some point, Mrs. Kelley introduced me to her other son, 
the Governor, when he was at Oaklawn Park. I think I probably 
would have supported Bill Clinton in any event, but knowing and ms 
liking both his mother and his brother, it was easy for me to be- 
come a strong political supporter of the Governor. 

Much has been made of the fact that Roger Clinton worked for 
me a few months in 1983. I don’t even remember whether it was i 
Mrs. Kelley or Governor Clinton who asked if I would give Roger 
a job, but one of them did so. Roger was interested in horse racing, ' 
so I gave him a job as a stablehand at my Florida horse farm. 
Roger did the same work and received the same pay as the other 
stablehands who worked for me. At that time, I employed hundreds 
of people in my businesses, and I gave jobs to the relatives of other 
friends and acquaintances. I never expected anything in return, 
and I never received anything in return. J$p 

The last thing I would like to mention is a myth that has been ar; 
repeated over and over in press articles about me. This is a classic, J r 
example of how careless reporting can create a false impression. I 
would hope that the Members of the Committee are sensitive to 
that kind of reporting and will understand my desire to set the 
record straight. It has been reported many times that Governor 
Clinton gave me a “pardon” after my drug conviction. That never 
happened, and I’d like to tell the Committee what really took place.] 

In 1989, I wanted to be able to go hunting with my children, but ; r 
because of my prior criminal conviction I could not carry a firearm, 
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even for hunting. I learned that it was possible to apply to the Fed- 
eral Bureau of Alcohol, Tobacco and Firearms for permission to 
carry a firearm for hunting purposes. Although the application was 
to a Federal agency, the agency required approval from the State 
before it would act on the application. I, therefore, submitted an 
application to the State Parole Board. The Parole Board eventually 
recommended to the Governor that the application be granted, 
which I understood was routine in such cases. Some time later, the 
Governor granted the application, and I was then able to pursue 
my application at the Bureau of Alcohol, Tobacco and Firearms, 
which ultimately approved my request. 

As you can see, Governor Clinton did not give me a pardon. He 
did not even make the final decision on the relief that I was re- 
questing — that decision was made by the Federal authorities. What 
makes these false reports about a pardon even more offensive to 
me is that the State of Arkansas was not even prompt in process- 
ing my request, which was completely routine and in no way un- 
usual. Even though this was a routine request, it took a year and 
a half for me to obtain a State approval. 

I can tell you for sure that I got no special treatment from the 
State on this matter. In fact, I suspect that, like the matters in- 
volving Governor Clinton and Ms. Bassett Schaffer, my request 
may have been processed more slowly and more carefully than that 
of a citizen who did not know the Governor, as to avoid any appear- 
ance of my receiving special or preferential treatment. 

Mr. Chairman and Members of the Committee, thank you for 
permitting me to make these statements. As I have told you, I wel- 
come the chance to appear here today and finally set the record 
straight. I am ready to answer any questions you might have. 

The Chairman. Thank you. 

Mr. Drake, do you have any statement that you would like to 
make? 


SWORN TESTIMONY OF MICHAEL J. DRAKE 
SENIOR VICE PRESIDENT 
FIXED-INCOME AND TAX-EXEMPT SECURITIES 
COLLINS, LOCKE & LASATER 

Mr. Drake. No statement. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. No. 

The Chairman. Let me ask if any of the Senators have anything? 

Mr. Chertoff. 

Mr. Chertoff. Mr. Lasater, we are going to get to the issue of 
special treatment in a minute. I guess, I now understand that you 
are complaining you were treated worse than everybody else. But 
first, I want to ask you, did I understand you to deny a moment 
ago that you were convicted for conspiracy to distribute narcotics? 

Mr. Lasater. No. I said I was not a convicted drug dealer. 

Mr. Chertoff. Well 

Mr. Lasater. I was convicted of social distribution of cocaine. 

Mr. Chertoff. Mr. Lasater, there is no crime of social distribu- 
tion of cocaine. You were convicted of conspiracy to possess and dis- 
tribute cocaine, a Federal felony; isn’t that correct? 

Mr. Lasater. That is correct. 
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Mr. Chertoff. You were 

Mr. Lasater. But I did not sell drugs. 

Mr. Chertoff. Mr. Lasater, you were indicted for conspiracy to 
possess with intent to distribute cocaine; is that correct? 

Mr. Lasater. That is correct. But again, I repeat, that was on 
a social basis. 

Mr. Chertoff. We will get to that in a second. But first, let’s be 
100 percent clear about the crime you pled guilty to. When you 
pled guilty, you got up in front of a Federal Judge? 

Mr. Lasater. Yes, sir. 

Mr. Chertoff. You raised your hand 

Mr. Lasater. Yes, sir. 

Mr. Chertoff. — and sworn an oath? 

Mr. Lasater. Yes, sir. 

Mr. Chertoff. You admitted your guilt to the crime to which 
you were charged; correct? 

Mr. Lasater. Correct. , 

Mr. Chertoff. The crime was possession with intent to distrib- 
ute cocaine; right? 

Mr. Lasater. That’s correct. ( 

Mr. Chertoff. There is no separate crime for social distribution 
of cocaine, is there? 

Mr. Lasater. I don’t know if there is a separate crime or not. r 
But I think there is a separate moral issue. 

Mr. Chertoff. So you think it is morally better to give cocaine 
away than to sell cocaine. That’s the distinction you are drawing; 
is that right? 

Mr. Lasater. I guess that is the distinction I am drawing. 

Mr. Chertoff. Because when you give it away, you are doing a 
favor to the people you give it to. Is that your thinking about it? 

Mr. Lasater. I think there is a difference between selling cocaine 
and using it on a social basis. r 

Mr. Chertoff. Now, we are not talking about using it. We are q 
talking about giving it to other people to use. Since you are coming a 
up here and you have made an issue in your opening statement 
about questions of your character and this whole issue of what you 
were convicted for, let’s get it straight. In your mind, you see a dif- J 
ference between selling drugs to other people and giving drugs to [ 
other people? L 

Mr. Lasater. Yes, I do. 

Mr. CHERTOFF. All right. You think it’s better to be giving it than 
selling it? 

Mr. Lasater. Yes, I do. 

Mr. Chertoff. You used to give drugs to your employees; right? 

Mr. Lasater. Yes, I have. 

Mr. Chertoff. Kind of like a bonus; right? 

Mr. Lasater. No, sir. 

Mr. Chertoff. It was kind of compensation? 

Mr. Lasater. No, sir. 

Mr. CHERTOFF. Did you do it in order to control them or to have 
leverage over them? 

Mr. Lasater. No, sir. 

Mr. Chertoff. Mr. Drake, you were an employee of Mr. Lasater? 

Mr. Drake. Yes, I was. 


2591 


Mr. Chertoff. You got cocaine from Mr. Lasater? 

Mr. Drake. Yes, I did. 

Mr. Chertoff. Was it your view that Mr. Lasater used cocaine 
as a tool to manipulate people? 

Mr. Drake. I think that at a time, I thought that, yes. 

Mr. Chertoff. In fact, at a time, you told that to a police inves- 
tigator; right? 

Mr. Drake. I could have. 

The Chairman. Mr. Drake, would you please pull that micro- 
phone right up in front of you. You can pull it. Why don’t you move 
your chair over a little to the left and that way you can speak into 
the microphone. Otherwise, we will have trouble. 

Mr. Chertoff. As a matter of fact, do you remember an inves- 
tigator named DeLaughter, Doc DeLaughter? 

Mr. Drake. Yes. 

Mr. Chertoff. He was an investigator with the Arkansas law 
enforcement authorities? 

Mr. Drake. Yes. 

Mr. Chertoff. You talked to him about Mr. Lasater and his co- 
caine activities; right? 

Mr. Drake. Yes. 

Mr. Chertoff. You told Mr. DeLaughter that, in your view, Mr. 
Lasater used cocaine as a tool to manipulate his peers? 

Mr. Drake. If that’s my statement, then I stand by it. 

Mr. Chertoff. That’s what you said in 1986; right? 

Mr. Drake. I may have. 

Mr. Chertoff. You also said that Mr. Lasater used cocaine to re- 
ward people or to control people that were loyal to him; right? 

Mr. Drake. If you are reading from my statement, then that’s 
my statement. 

Mr. Chertoff. I think there is a copy of this statement in your 
package, if it’s not we will get it down to you. It’s “Memo to File, 
October 14, 1986.” Now, I understand you didn’t prepare this. It’s 
a memo prepared by the investigator. 

Mr. Feinstein. That’s not in the folder. 

Mr. CHERTOFF. We have just given it to the witness. The last 
paragraph: “It became obvious to him,” that’s you, “that Dan 
Lasater was using cocaine as a tool to manipulate his peers and 
force them to serve as a buffer between the authorities and his co- 
caine abuse.” Then it lists a number of people who were involved 
in getting cocaine. “Lasater also considered these people loyal to 
him, because he used cocaine to control them for his benefit.” 

Mr. Drake. Mr. Chertoff, I’d say that this is Mr. DeLaughter’s 
impression of a statement I made to him. It’s not a quote from me. 

Mr. Chertoff. I understand it’s not a quote. But in substance, 
this is what you told that investigator in 1986; isn’t that correct? 

Mr. Drake. It’s a long time ago. It may be. 

Mr. Chertoff. You are not prepared to deny that it wasn’t said 
at the time? 

Mr. Drake. I’m not prepared to admit or deny it. 

Mr. Chertoff. So it stands uncontradicted. 

You also went on to say in this statement that Mr. Lasater sur- 
rounded himself with police officers in order to make himself look 
like he’s a good citizen. Do you remember saying that? 
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Mr. Drake. I don’t remember saying it, no. 

Mr. Feinstein. Do you have a page reference? 

Mr. CHERTOFF. It’s the very next page. Are you prepared to deny 
that you said that in substance to the investigating officer in 1986? 

Mr. Drake. I’m not prepared to deny it, no. 

Mr. Chertoff. Now, I want to ask you, Mr. Lasater, you gave 
drugs to your employees; right? 

Mr. Lasater. Right. 

Mr. Chertoff. You gave drugs to your chauffeur; right? That 
was Chuck Berry? 

Mr. Lasater. No. 

Mr. Chertoff. Or he gave drugs to you? 

Mr. Lasater. That’s correct. 

Mr. Chertoff. He bought drugs for you? 

Mr. Lasater. That’s correct. 

Mr. Chertoff. You gave drugs to people you were entertaining; 
is that right? 

Mr. Lasater. Right. 

Mr. Chertoff. Even under-age people you were entertaining; is 
that right? 

Mr. Lasater. Right. 

Mr. Chertoff. I just want to make sure we have kind of your 
moral compass out here; that giving drugs away to your employees 
and to people you are entertaining, even if they are under-age, 
that’s better than selling? You see a distinction there? That’s your 
position before this Committee? 

Mr. Lasater. I think there’s a difference, yes. 

Mr. Chertoff. Let me tell you something, I have put alot of wit- 
nesses on over the years who have done bad things. I am a firm 
believer that people do put things behind them and they achieve 
redemption. But I also know that the first step to that is honesty 
and accountability for something someone has done wrong. And I 
have to say that I am astonished to hear you say that you actually 
view your acts as having given drugs away to these people as some- 
how morally distinct from selling it. 

You also say in your opening statement, Mr. Lasater, that it has 
never been alleged you ever committed a fraudulent act or lied in 
the course of any investigation. That’s in your opening statement; 
is that right? 

Mr. Lasater. It is. 

Mr. Chertoff. Do you remember when Mr. Locke, your partner 
in Collins, Locke & Lasater, had a bankruptcy case in Federal 
Court in Arkansas? 

Mr. Lasater. Yes, I do. 

Mr. Chertoff. That was in the early 1980’s? 

Mr. Lasater. Yes. 

Mr. CHERTOFF. There was a bankruptcy judge named Mixon? 

Mr. Lasater. Yes, I remember that. 

Mr. Chertoff. He was a Federal Judge. 

Mr. Lasater. Yes. 

Mr. Chertoff. You testified in that case? 

Mr. Lasater. Yes, I did. 

Mr. Chertoff. Again, you raised your hand and swore an oath? 

Mr. Lasater. Yes. 
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Mr. Chertoff. And do you remember what the Judge said about 
your testimony? 

Mr. Lasater. I do. 

Mr. Chertoff. What did he say about it? 

Mr. Lasater. He said it was false. 

Mr. Chertoff. In fact, he said that you were involved with Mr. 
Locke in a conspiracy to hide assets from creditors; right? 

Mr. Lasater. That’s what he said. But that was inaccurate. 

Mr. Chertoff. So when you say here, “It has never been alleged 
that I committed any fraudulent act or lied in the course of any in- 
vestigation,” you don’t consider a finding by a Federal Judge that 
you lied under oath to be an allegation that you committed a fraud- 
ulent act or lied? 

Mr. Lasater. No. That is an allegation. 

Mr. Chertoff. So 

Mr. Lasater. I stand corrected. 

Mr. Chertoff. So your prepared, sworn statement before this 
Committee we have already established is false with respect to this 
statement? 

Mr. Lasater. It is false in reference to that statement. But I dis- 
agree with Judge Mixon. 

Mr. Chertoff. Yes, but let me say something, Mr. Lasater. We 
did not catch you unawares with this question. You prepared this 
statement. You walked into this Committee Room with this state- 
ment to get in the face of this Committee and say that “it has 
never been alleged that I committed any fraudulent act or lied.” 

Having put that on the table, you now admit to us that you well 
and in truth know that there was a Federal Judge who accused you 
and made a finding that you lied under oath. Correct? 

Mr. Lasater. Could I have a second? 

[Mr. Lasater and Mr. Feinstein confer.] 

Counselor, I didn’t have that in mind when I prepared that state- 
ment. I had forgotten about it and I apologize. 

Mr. Chertoff. You had forgotten about the fact that a Federal 
Judge made a statement of finding in open court that you had lied 
under oath and that you had been involved in a conspiracy to de- 
fraud creditors of your partner, Locke? 

Mr. Lasater. Right. 

Mr. Chertoff. When did you testify in that case? 

Mr. Lasater. When? 

Mr. Chertoff. Yes. That was in 1985, wasn’t it? 

Mr. Lasater. Somewhere in there. 

Mr. Chertoff. That was around the same time you were getting 
contracts from the State of Arkansas to underwrite bonds for the 
ADFA and for the police radio system; right? 

Mr. Lasater. I don’t know the exact dates, but it would be in 
that timeframe, yes. 

Mr. Chertoff. Well, we’ve already established that in the period 
between February 1985 and May 1985, you were involved in seek- 
ing to obtain, and ultimately successfully obtaining, bond under- 
writing work for you and your syndicate. 

Now did you ever disclose at the time that you were dealing with 
State authorities to try to get this contract that a Federal Judge 
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had made a finding that you had lied and participated in a conspir- 
acy to cheat creditors? 

Mr. Lasater. No, sir. 

Mr. Chertoff. You didn’t think that issue of integrity was a 
matter that should be brought to the attention of the authorities? 

Mr. Lasater. I did not disclose it. 

Mr. Chertoff. And by the way, this testimony occurred in open 
court; is that right? 

Mr. Lasater. Yes, sir. 

Mr. Chertoff. So it wasn’t a big secret? 

Mr. Lasater. It was in open court. 

Mr. Chertoff. In Federal Court in Little Rock? 

Mr. Lasater. Correct. 

Mr. Chertoff. That’s the same Little Rock in which your firm 


was located and where the State Capitol was and where they were 
going to award the bond contract; right? 

Mr. Lasater. Correct. 

Mr. Chertoff. In fact, you met with Governor Clinton in late 
January or February of 1985; isn’t that correct? 

Mr. Lasater. I don’t know the exact date, but I met with him. 
Mr. Chertoff. You had a one-on-one meeting with him? 

Mr. Lasater. That’s correct. 

Mr. Chertoff. That’s with no staff present? 

Mr. Lasater. No. 

Mr. Chertoff. Not even Betsey Wright? 

Mr. Lasater. Not that I recall. 

Mr. Chertoff. No advisors? 

Mr. Lasater. Not that I recall. 

Mr. Chertoff. Just the two of you? Where was that meeting? 

Mr. Lasater. At the State Capitol. 

Mr. Chertoff. In his office? 

Mr. Lasater. That’s correct. 

Mr. Chertoff. How long did it last? 

Mr. Lasater. Ten minutes, maybe 15. 

Mr. Chertoff. Just 15 minutes? 

Mr. Lasater. Ten or 15. 

Mr. Chertoff. You left that meeting 
were going to be unfairly treated or you 
less good treatment than anybody else? 

Mr. Lasater. No, I came to that meeting with that feeling. 

Mr. Chertoff. You left with what feeling? 

Mr. Lasater. I left with the feeling that I did not improve my 
position any. 

Mr. Chertoff. Well, I want to put up a letter that is dated Feb- 
ruary 15, 1985. 

The Chairman. It’s in your packet. 

Mr. Lasater. Yes, sir. 

Mr. Chertoff. It’s a letter to the Honorable Bill Clinton 
Mr. Lasater. Yes, it is. 

Mr. Chertoff. You signed it? 

Mr. Lasater. Yes, I did. 

Mr. Chertoff. It was sent; right? 

Mr. Lasater. I’m sorry? 

Mr. Chertoff. It got sent? 
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Mr. Lasater. Yes, it did. 

Mr. Chertoff. And it says: “Thank you very much for the oppor- 
tunity to sit down and visit with you regarding the many issues 
facing Arkansas and relative to areas in which Lasater & Company 
can assist you in your efforts to promote and develop Arkansas.” 
Now that refers to that meeting, the private meeting, you had with 
Mr. Clinton; is that right? 

Mr. Lasater. I don’t know that. 

Mr. Chertoff. Well, did you have another meeting in which you 
sat down with him and discussed the many issues facing Arkansas? 

Mr. Lasater. No, I don’t think so. 

Mr. Chertoff. So it must refer to that meeting; right? 

Mr. Lasater. More than likely, yes. 

Mr. Chertoff. That meeting occurs at the very same time that 
you are in court testifying about your partner’s bankruptcy and in 
which the Judge finds that you are lying under oath. Did you men- 
tion to Governor Clinton your experiences with Federal Court that 
were going on at the same time? 

Mr. Lasater. I did not. 

Mr. Chertoff. Now this meeting with Governor Clinton also oc- 
curred at the same time that there was a trial going on of a man 
by the name of Sam Anderson. Do you remember that case? 

Mr. Lasater. Yes, I do. 

Mr. Chertoff. Sam Anderson was a lawyer in Hot Springs? 

Mr. Lasater. Yes, Sam Anderson, Jr. 

Mr. Chertoff. He was tried and convicted for narcotics? 

Mr. Lasater. That’s correct. 

Mr. Chertoff. In that case, Roger Clinton testified; right? 

Mr. Lasater. I believe that he did. 

Mr. Chertoff. Roger Clinton testified in that case that you had 
loaned him $8,000 to help clear up a drug debt? 

Mr. Lasater. I don’t recall that, but I don’t dispute it. 

Mr. Chertoff. In fact, the story behind that loan is that Roger 
Clinton came to you and said that someone had broken into his car 
and stolen about $16,000 to $20,000 worth of drugs belonging to a 
dealer; right? 

Mr. Lasater. I don’t remember the dollar amount. But someone 
did — I was told that someone broke into his car and stole drugs out 
of his car. That’s correct. 

Mr. Chertoff. He asked you for money because he said he was 
afraid the drug dealer would hurt him or hurt his mother or his 
brother; right? 

Mr. Lasater. That’s correct. 

Mr. Chertoff. His brother being the Governor? 

Mr. Lasater. That’s correct. 

Mr. Chertoff. So you gave him or loaned him $8,000 to clear 
up that problem with the drug dealer? 

Mr. Lasater. I did. 

Mr. Chertoff. Now in your conversation with Governor Clinton, 
which is going on at exactly the same time you are in Federal 
Court being called a liar by a Federal Judge and at the same time 
that there’s testimony in another Federal Courtroom in the same 
city where they are talking about how you gave or how you loaned 
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$8,000 to Roger Clinton to clear up a drug debt, none of this comes 
up in the meeting? 

Mr. Feinstein. Mr. Chertoff, with all due respect, I think it 
would be — it’s very unfair to this witness to be making these rep- 
resentations about exactly the same time without giving him some 
specifics on the dates. 

Mr. CHERTOFF. I will say substantially the same time. The testi- 
mony and the finding of the bankruptcy judge is in January 1985; 
the testimony in the case involving Mr. Anderson is in February 
1985; and, the meeting we are talking about occurs in late January 
or early February 1985, shortly before this February 15th letter. 

Mr. FEINSTEIN. Could I just inquire, the finding that you referred 
to by the Judge in the bankruptcy case, did that take the form of 
some written finding of fact? 

Mr. Chertoff. I will tell you where — not that I want to trade 
roles with you, counselor, but 

Mr. Feinstein. No, Fm just 

Mr. Chertoff. An article in the Arkansas Gazette, which is a 
statewide paper, reporting publicly upon the Judge’s statements, 
his conclusions at the close of the hearing on this bankruptcy, re- 
port that Judge Mixon also said he did not believe “most” of the 
testimony by Dan Lasater of Little Rock, Locke’s employer and 
former business partner. The Judge said it appeared that Lasater 
and Bill McCord of Little Rock, Locke’s son-in-law and former busi- 
ness partner in an automobile dealership, and another business 
employee conspired with Locke to hide his assets from creditors. 

Now let me get back to my question. Mr. Lasater, did any of this 
come up with Governor Clinton? 

Mr. Lasater. No, sir. 

Mr. CHERTOFF. Did the loan to Roger Clinton come up with Gov- 
ernor Clinton? 

Mr. Lasater. No, sir. 

Mr. CHERTOFF. By the way, it was, in fact, Governor Clinton who 
asked you to employ Roger Clinton originally. 

Mr. Lasater. I believe it was either he or his mother, and it 
could have been either one. I don’t dispute that it was Governor 
Clinton. 

Mr. Chertoff. Well, I don’t want to leave it ambiguous. I think 
we have your report of interview with the FBI that occurred in Oc- 
tober 1986, in your package. You might want to take a look at it. 

Mr. Lasater. What page? 

Mr. Chertoff. Page 20, the last paragraph. This is their report 
of their interview with you where they say that 

Mr. Feinstein. Mr. Chertoff, I don’t believe that’s in our pack- 
age, I don’t have any 20-page documents other than the deposition 
transcript. 

[Document provided.] 

Mr. Feinstein. If he could have a moment to get to the page" 

Mr. Lasater. Yes, sir. 

Mr. Chertoff. The last paragraph: 

Regarding Roger Clinton, Mr. Lasater advised he met Clinton through Mitchel 
Wood some time around 1981 or 1982 during the time Clinton played in a band ir 
the Hot Springs area. Clinton was employed by him at one time in which Govemoi 
Bill Clinton requested Lasater to hire him. 
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Do you deny that’s what you told the FBI in 1986? 

Mr. Lasater. No. I would think this in 1986 would be closer to 
my — my memory would be better then than now. 

Mr. CHERTOFF. Now getting back to this February 15th letter, in 
this letter, you summarize the various discussions that you had 
with Governor Clinton. To go through them one by one, you indi- 
cate: “To begin, let me suggest that Lasater & Company be advised 
of all financial proposals affecting the State of Arkansas.” Do you 
see that one? 

Mr. Lasater. Fm sorry. Would you repeat that? 

Mr. CHERTOFF. The third paragraph: “To begin, let me suggest 
that Lasater & Company be advised of all financing proposals af- 
fecting the State of Arkansas.” Do you see that one? 

Mr. Lasater. No, I don’t. What 

Mr. CHERTOFF. Third paragraph of your letter of February 15th. 

Mr. Lasater. Is it the first paragraph? 

Mr. CHERTOFF. The third. 

Mr. Lasater. The third? OK. Yes, I do. 

Mr. CHERTOFF. It says: “Secondly, we have discussed the ap- 
pointment of Donnie Spears to the Arkansas Housing Board and I 
have confirmed our understanding regarding the appointment in 
my letter of January 23, 1985, and I want to again reaffirm our in- 
terest and desire in seeing Mr. Spears in this position.” Do you re- 
member that? That was discussed, wasn’t it? 

Mr. Lasater. At the meeting? 

Mr. CHERTOFF. Yes. 

Mr. Lasater. No. I don’t recall it being discussed, no. 

Mr. CHERTOFF. You remember making the recommendation? 

Mr. Lasater. Yes, I do. 

Mr. CHERTOFF. You confirmed the understanding regarding the 
appointment; right? 

Mr. Lasater. Mr. Chertoff, I didn’t write this letter. 

Mr. Chertoff. You signed it? 

Mr. Lasater. I signed it, yes. 

Mr. Chertoff. The letter you signed and sent says, “I have con- 
firmed our understanding regarding the appointment.” Right? 

Mr. Lasater. Right. 

Mr. Chertoff. Now, hold your place there because I want to put 
up on the Elmo DKSN 26466, which is in your package, 5/23. It’s 
a memorandum to the Governor from Cathy. “Subject: Recommen- 
dations by Dan Lasater.” 

Mr. Lasater. OK. I have it. 

Mr. Chertoff. This appears to be a kind of a tally to the Gov- 
ernor of how they are handling your recommendations. It’s like a 
separate category — The Lasater Recommendations. It says, “Re- 
appoint: George Wright, James Branigan.” Do you know or did you 
know George Wright? 

Mr. Lasater. No. 

Mr. Chertoff. You didn’t know George Wright? 

Mr. Lasater. Well, I knew — I had met George Wright. 

Mr. Chertoff. Did you recommend him? 

Mr. Lasater. Yes, I did. 

Mr. Chertoff. James Branigan, did you recommend him? 

Mr. Lasater. I don’t recall recommending 
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The Chairman. Do you know or did you know a James Branigan? 
Mr. Lasater. No. If he walked in this room, I wouldn’t know 
him. 

The Chairman. You didn’t know him? 

Mr. Chertoff. So you didn’t recommend James Branigan? 

Mr. Lasater. I’m not saying that I didn’t recommend him. 

The Chairman. Oh. Why did you recommend him? 

Mr. Lasater. Well, probably because of my staff. 

Mr. Chertoff. Someone asked you to do it as a favor and you 
recommended him? 

Mr. Feinstein. That’s not what he said, Mr. Chertoff. 

Mr. Chertoff. Your staff recommended him? 

Mr. Lasater. That’s what I would believe. 

Mr. Chertoff. You knew Bill Mathis? 

Mr. Lasater. Yes, I did. 

Mr. CHERTOFF. What did you recommend him for? 

Mr. Lasater. He was a very bright young man. 

Mr. Chertoff. What position did you recommend him for? 

Mr. Lasater. I don’t recall. 

Mr. Chertoff. Was it ADFA? 

Mr. Lasater. It could have been. 

Mr. CHERTOFF. What about Mort Hardwicke? Did you recom- 
mend him? 

Mr. Lasater. I met Mort back here a little bit ago. I think I have 
met him, but I certainly don’t know him well enough to recom- 
mend him. 

Mr. Chertoff. Did you recommend him? 

Mr. Lasater. I could possibly have, yes. 

Mr. Chertoff. He was on the Board of ADFA; right? That’s the 
Agency that gave you all the contracts; right? 

Mr. Lasater. I’m not sure. 

Mr. Chertoff. You are not sure you got contracts from ADFA? i 
Mr. Lasater. No. We got contracts from ADFA. I am not sure 
what Board he was on. 

Mr. Chertoff. All right. We will establish that later. But I will 
represent to you he was on ADFA. 

Mr. Lasater. OK. 

Mr. Chertoff. Margaret Davenport-Jacks, do you know her? 

Mr. Lasater. Yes, I do. 

Mr. Chertoff. Did you recommend her? 

Mr. Lasater. I did. 

Mr. Chertoff. For what? 

Mr. Lasater. One of the Board positions. 

Mr. Chertoff. Was it ADFA? 

Mr. Lasater. It was either ADFA or the Board that came before 
ADFA. 

Mr. Chertoff. OK. But a Board that gives out bond contracts? 
Mr. Lasater. That’s correct. 

Mr. Chertoff. Then Jim Louis Bell. Did you recommend him? 
Mr. Lasater. Jim Tom Bell? 

Mr. Chertoff. Jim Tom Bell. I’m sorry. 

Mr. Lasater. Yes, I did. 

Mr. CHERTOFF. Then Don Spears, who we see right here; right? 
Mr. Lasater. Right. 
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Mr. Chertoff. Ed Willis, it says, “Actually Patsy recommended 
him.” And I guess — of course, Patsy Thomasson was working for 
you in 1983? 

Mr. Lasater. She was, yes. 

Mr. Chertoff. And that is the same Patsy Thomasson who now 
works in the White House? 

Mr. Lasater. It is. 

Mr. Chertoff. Now this goes to the Governor. And we’ve estab- 
lished through Betsey Wright that when you see this little reverse 
checkmark, that is the Governor characteristic checkmark. He 
writes, “OK.” So now is it still your position that you had less influ- 
ence with the Governor and you were treated less fairly than any- 
body else in Arkansas on these kinds of issues? 

Mr. Lasater. Repeat the question, please. 

Mr. Chertoff. Is it still your position that you had less influence 
with the Governor and you were treated less fairly than anybody 
else in Arkansas? 

Mr. Lasater. No. It is not my position that I was treated less 
fairly than everybody else in Arkansas. 

Mr. Chertoff. Did you know that 

Mr. Lasater. It is my position that we had the second largest 
capitalized firm in the State of Arkansas and we didn’t receive the 
pro rata share of the bond business that I thought we were entitled 
to because of the size. 

Mr. Chertoff. You thought you were entitled to a third; right? 

Mr. Lasater. I’m sorry? 

Mr. Chertoff. You thought you were entitled to a third; right? 

Mr. Lasater. A third? 

Mr. Chertoff. Yes. 

Mr. Lasater. Now where did you come with that number? 

Mr. Chertoff. Well, I’m asking you. Did you think you were en- 
titled to a third of the business? 

Mr. Lasater. No. 

Mr. Chertoff. Did you know that the Governor’s office kept a 
separate category, kind of a running list, as to the Lasater recom- 
mendations? 

Mr. Lasater. I did not. 

Mr. Chertoff. Why would they do this? 

Mr. Lasater. You will have to ask someone else other than I. 

Mr. Chertoff. I mean, if your view is that you were kind of like, 
you did not really know the Governor, you are really kind of an 
outsider, and you are just kept at arms-length, why would they 
keep a separate list or a separate tally that the Governor person- 
ally reviews of your recommendations to various boards that award 
contracts that you have an interest in obtaining? Can you think of 
any reason? 

Mr. Lasater. No, sir. 

Mr. Chertoff. Let’s finish up with the letter of February 15th. 
You also requested an opportunity to be let in on an upcoming 
AHDA/FHA financing; is that right? That’s at the bottom, fourth 
paragraph. 

Mr. Lasater. I see that, yes. 

Mr. Chertoff. But you also asked for other contracts and other 
business directly from the Governor. Do you remember, there was 
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something called the Mount Hood Pension Fund, a National Inves- 
tor’s Life Insurance, a National Investor’s Pension Fund? 

Mr. Lasater. What was the name of it? 

Mr. Chertoff. Mount Hood Pension Fund, National Investor’s 
Life Insurance, and National Investor’s Pension Fund. 

Mr. Lasater. I remember National Investor’s, yes. 

Mr. Chertoff. All right. In 1983, that was in liquidation? 

Mr. Lasater. Yes. 

Mr. Chertoff. You wanted an opportunity to participate in the 
sale of securities; right? 

Mr. Lasater. Yes, sir. 

Mr. Chertoff. You felt you had been cut out of that; right? 

Mr. Lasater. I’m not sure at that point we had been cut out of 
it. I’m not sure. 

Mr. CHERTOFF. Well, there was a woman named Linda Garner, 
who was the regulator responsible for handling this matter. 

Mr. Lasater. Yes, appointed by Frank White, the Republican 
Governor, yes, sir. 

Mr. Chertoff. Right. Then Bill Clinton became Governor and 
you wrote directly to the Governor to ask him to get you into posi- 
tion on this deal; right? 

Mr. FEINSTEIN. Which deal are we now referring to? 

Mr. Chertoff. This has to do with the dispersal of the National 
Investor’s Securities. 

Mr. FEINSTEIN. We are no longer on the February 15th letter? 

Mr. Chertoff. Yes; right. 

Mr. LASATER. Do we have a letter referring to that? 

Mr. Chertoff. We do, indeed, December 14, 1983, in your pack- 
age. We will put it up and I won’t insist that we go through the 
entire letter. I just want to direct your attention to two elements 
of the letter. One is the last paragraph on the first page, and the 
next is the first paragraph on the second page. 

Mr. Lasater. What paragraphs again? 

Mr. Chertoff. The last paragraph on the first page. 

Mr. Lasater. OK. 

Mr. CHERTOFF. This is signed by you; right? Do you see your sig- 
nature on the second page? 

Mr. Lasater. It’s signed by me, yes. 

Mr. Chertoff. It says, 

Faced with that reality, we hope that you will be able to take the initiative in 
strongly suggesting that Lasater & Company may be included with First Boston and 
Stephens, Inc. as a third co-manager. This would mean that a majority of the busi- 
ness would stay in Arkansas. 

And then it continues to the next page. 

With regard to the Board of the Arkansas Housing and Development Agency, it 
is our understanding that the chairmanship rotates annually. Based on this under- 
standing, we would like to recommend our mutual friend, George Wright, for the 
chairmanship. 

Does that refresh your memory about your recommendation of 
George Wright for initial appointment to the Agency and then for 
reappointment to the Agency? 

Mr. Lasater. I think I testified that I recommended him. 

Mr. Chertoff. Now, you wrote this letter and, of course, it was 
up to the regulator, Ms. Garner, to make the final decision. But did 
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you know that the Governor, in fact, intervened and put in a good 
word, shall we say, with Ms. Garner? Did you know that? 

Mr. Lasater. No, I don’t think I know that. 

Mr. CHERTOFF. Well, at the top there in the Governor’s writing, 
this is directed to somebody and it says, “Keep after Garner until 
you talk to her. We must give him follow up.” 

Mr. Feinstein. That’s the handwriting on the top of this? 

Mr. CHERTOFF. Yes, that’s right. That’s the handwriting the Gov- 
ernor put on your letter. 

Mr. Lasater. I don’t know. 

Mr. CHERTOFF. Did he tell you that the Governor was following 
up on your request, that he was responding by saying, “Keep after 
the regulator”? 

Mr. Lasater. No. I was not told that. 

Mr. CHERTOFF. You didn’t know that? 

Mr. Lasater. No. 

Mr. CHERTOFF. You didn’t pursue it with him? 

Mr. Lasater. No. 

Mr. CHERTOFF. You saw Governor Clinton on a number of occa- 
sions, didn’t you, on a social basis? 

Mr. Lasater. I saw him on a few occasions on a social basis, yes. 

Mr. CHERTOFF. I know I am not going to have time to cover it 
all in this round, but I will begin at the beginning. After the 1980 
election in which Mr. Clinton was turned out of office by Governor 
White, you had a sit-down with him; right? You met with him? 

Mr. Lasater. Yes, sir. 

Mr. CHERTOFF. And tell us about 

Mr. Lasater. I don’t recall that meeting. But I have been told 
by people that I have confidence in that that meeting happened. 
But I still don’t recall it. 

Mr. CHERTOFF. Did he jog by your office? 

Mr. Lasater. Jog by? 

Mr. Chertoff. Yes. Was he running and he came by your office? 

Mr. Lasater. I don’t know. 

Mr. Chertoff. Let me see if I can refresh your memory. Was 
Mr. Locke there, do you know 

Mr. Lasater. Yes, he was there. 

Mr. Chertoff. — at this meeting? 

Mr. Lasater. He’s the one that refreshed my memory on it. 

Mr. Chertoff. When did he refresh your memory on this? 

Mr. Lasater. In the last few months. 

Mr. Chertoff. So you all have been talking about this? 

Mr. Lasater. Well, he’s a friend of mine and I talk to him every 
week or so. 

Mr. Chertoff. All right. In his deposition at page 28, line 7: 

Question: This was in 1980 after Frank White took office? 

Answer: A day or two after the election, like in November. I mean, I figure Bill 
would be somewhere vacationing; he was running. I was shocked he wanted to have 
this meeting but he wanted to know what he did wrong, in taking advice more than 
anything else and trying to gather support. 

So that’s how it took place. The reason I remember it so well — it was late in the 
afternoon, like 5:00, something like that, we got together after work — was that after 
about an hour, Bill kept — he was concerned he had to call Hillary and tell her he 
would be right on home; every 15 minutes he would say, “I will be right on home.” 
That was about the most notable thing about the meeting. 

Then, it goes on a couple of lines later. 
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Question: Do you recall how long the meeting took? 

Answer: I would say a couple of hours, like from 5 to 7. 

Now do you remember the meeting? 

Mr. Lasater. No. 

Mr. Chertoff. Do you know why he came to you and Mr. Locke? 

Mr. Lasater. For political support. 

Mr. CHERTOFF. But why? I mean, had you been big supporters 
of him back in the late 1970’s? 

Mr. Lasater. No, but he had been defeated and he was looking 
for additional support. 

Mr. Chertoff. So you agreed to give him some support; right? 

Mr. Lasater. I don’t recall if we agreed at that time to support 
him or not. 

Mr. Chertoff. Well, during that 2-hour period, what did you all 
talk about? 

Mr. Lasater. I don’t recall the meeting, as I’ve mentioned to you. 
But I don’t dispute the meeting. 

Mr. Chertoff. I think my time is up. 

The Chairman. Senator Sarbanes. 

OPENING COMMENTS OF SENATOR PAUL S. SARBANES 

Senator Sarbanes. Mr. Lasater, you regard what you did with 
respect to the cocaine as wrong, don’t you? 

Mr. Lasater. I certainly do. 

Senator Sarbanes. In fact, you pled guilty to charges, didn’t you, 
because of it? 

Mr. Lasater. That’s correct. 

Senator Sarbanes. And went to jail? 

Mr. Lasater. That’s correct. 

Senator Sarbanes. For how long? 

Mr. Lasater. I was in actual prison for 6 months. I was in a 
halfway house for 4 months and under house arrest for 2 months. 

Senator Sarbanes. Mr. Chertoff went at you very hard about the 
distinction between giving away drugs and selling drugs. But you 
don’t, for a moment, contend that giving away drugs isn’t wrong, 
do you? 

Mr. Lasater. No, I certainly do not. I know that it was wrong. 

Senator Sarbanes. OK. Now have you been drug free since then? 

Mr. Lasater. Yes, sir, I have. 

Senator Sarbanes. I’m just curious, because it’s a problem in our 
society. How were you able to do that? How were you able to break 
off the drug habit? 

Mr. Lasater. The only way that I could do it was through the 
power of Jesus Christ and accepting him into my life. 

Senator Sarbanes. Was that a development that took place in 
prison or subsequent to prison? 

Mr. Lasater. In prison. 

Senator Sarbanes. In prison? Through counseling by the prison 
authorities? 

Mr. Lasater. No, sir. It was through a personal relationship. 

Senator Sarbanes. OK. I yield to Mr. Kravitz. 

Mr. Kravitz. Thank you, Senator Sarbanes. 

Good morning, Mr. Lasater. 

Mr. Lasater. Good morning. 
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Mr. Kravttz. Good morning, Mr. Drake. 

Mr. Drake. Good morning. 

Mr. Kravitz. Mr. Lasater, I know this is difficult for you this 
morning. There have been a lot of harsh allegations and tough 
questioning about some subjects that I’m sure you would prefer not 
to talk about. What I would like to do is ask you some questions 
about what our Resolution directly authorizes this Committee to in- 
vestigate; and, that is the bond underwriting contracts between 
Lasater & Company and the Arkansas Development Finance Au- 
thority. And I would like to start by putting up on the screen a doc- 
ument marked DKSN 26102. 

I don’t know whether you have a copy of that in your packet. If 
not, I think one will be brought down to you. Actually, if one could 
be given to Mr. Drake as well. 

[Document provided.] 

My understanding is that this is a document that was prepared 
by the Arkansas Development Finance Authority during the 1992 
Presidential Campaign summarizing the awards of bond underwrit- 
ing contracts by the Arkansas Housing Development Authority and 
the Arkansas Development Finance Authority between 1978 and 
1991. 

Mr. Drake, let me start by asking you a question, just going back 
a little bit for a little history. Before 1983, is it correct that the 
State bond business was limited to a very small number of firms 
in Arkansas? 

Mr. Drake. Yes, that’s correct. 

Mr. Kravitz. How small was that number? 

Mr. Drake. Two. 

Mr. Kravitz. Which were the two firms? 

Mr. Drake. Stephens, Inc., which is where I was employed at the 
time; and T.J. Raney and Sons. 

Mr. Kravitz. Who was the Governor of the State of Arkansas in 
1981 and 1982? 

Mr. Drake. Frank White. 

Mr. Kravitz. Was he a Democrat or a Republican? 

Mr. Drake. He was Republican. 

Mr. Kravitz. Was Stephens, Inc., where you were employed at 
the time, known to be a supporter of Governor White? 

Mr. Drake. Yes. 

Mr. Kravitz. And Stephens did receive a large percentage of the 
State bond business during Governor White’s term? 

Mr. Drake. We received a lot and we tried to get as much more 
as we could. 

Mr. Kravitz. When Governor Clinton came back into office in 
January 1983, did you become aware that he had a different policy 
than Governor White had had and specifically that the new policy 
would be to involve as many Arkansas bond firms as possible or, 
at least, as were qualified in the bond underwriting process so as 
to increase competition in the bond underwriting process and to 
bring in new ideas for the State in raising money? 

Mr. Drake. Yes, that’s the case. 

Mr. Kravitz. Mr. Lasater, are you familiar with this new policy 
or change in policy that came in with Governor Clinton in 1983? 

Mr. Lasater. I am. 
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Mr. Kravitz. By the way, before 1983, was Lasater & Company 
or was Collins, Locke & Lasater one of the very small number of 
firms who were allowed to share in the State bond business? 

Mr. Drake. My recollection is that prior to 1983, while I was at 
Stephens, we did our best to keep everybody out of the deals that 
we could keep out of the deals, to keep most of the fees, of course, 
in our end of the arena. When Bill Clinton was re-elected, his pol- 
icy was to make the pie larger instead of the various pieces larger. 
The idea was to, in a typical capitalistic approach, the more com- 
petition we have, the better ideas we have, the better the ideas, the 
better the performance, et cetera. And it worked. 

Mr. Kravitz. Well, that was actually my next question. If I could 
direct your attention to this document that’s up on the screen, how 
many firms are listed as recipients of State bond business from the 
Housing Development Authority in the 1981/82 period, Mr. Drake? 

Mr. Drake. Three. 

Mr. Kravitz. And those are? 

Mr. Drake. T.J. Raney, Stephens, Inc., and George, which is 
short for George K. Baum, I’m reasonably sure. 

Mr. Kravitz. In the 1983/84 period, how many firms are listed? 

Mr. Drake. Eleven. 

Mr. Kravitz. So that would be consistent with your memory of 
the implementation of Governor Clinton’s new policy to involve a 
greater number of qualified Arkansas bond firms in State bond un- 
derwriting business? 

Mr. Drake. That’s correct. 

Mr. Kravitz. Mr. Lasater, you testified earlier that, in your view, 
your company did not get any more than its fair share of the 
State’s bond business once this broadening of opportunity began in 
1983. And I wonder if you, now having had a chance to review this 
document that’s up on the screen which shows exactly how much 
bond business your companies received in the 1983/84 time period, 
that refreshes your memory or actually corroborates your memory 
in any way? 

Mr. Lasater. It just verifies it, yes. 

Mr. Kravitz. What is it about this document that, in your view, 
verifies your testimony? 

Mr. Lasater. Basically there were only three firms in 1981 and 
1982; there were 11 in 1983 and 1984; and in 1985 to 1991, there 
has been 26. 

Mr. Kravitz. According to this document, the two firms which 
each received the largest amount of business in the 1983/84 period 
were George Baum and T.J. Raney; is that correct? 

Mr. Lasater. That’s correct. 

Mr. Kravitz. Each receiving $327,500,000 worth of bonds to sell; 
is that correct? 

Mr. Lasater. Yes, sir. 

Mr. Kravitz. And just so we are clear, that’s not the amount of 
money that either of those firms earned; that was the value of the 
bonds that they were to sell? 

Mr. Lasater. That’s money they raised, yes. 

Mr. Drake. May I interrupt and just make a statement about 
this? Those are deals that they participated in, not that they solely 
were responsible for selling. And there’s a lot of 
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Mr. Kravitz. I think that’s an important point. 

Mr. Drake. It’s a very important point. 

Mr. Kravitz. And then Stephens, Inc. is third on the list at $251 
million; is that correct? 

Mr. Lasater. That’s correct. 

Mr. Drake. Lasater at the same level, just after Stephens, Inc., 
$251 million? 

Mr. Lasater. That’s correct. 

Mr. Kravitz. Then also further down the list, Collins, which pre- 
sumably refers to Collins, Locke & Lasater, at $76 million? 

Mr. Lasater. Yes, sir. 

Mr. Kravitz. Now, my math shows me that the total for Lasater 
& Company, $251 million, plus Collins, Locke & Lasater, $76 mil- 
lion, actually equals exactly the same that George Baum and T.J. 
Raney — exactly the same value of the bond offerings that those two 
firms were involved in during that 2-year period, $327 million; is 
that correct? 

Mr. Lasater. In the 1983/84 period, there were two different 
firms. Initially, it was Collins, Locke & Lasater. That firm was sep- 
arated and Collins went his way and I went my way. He had his 
own firm that participated and I had my firm that participated. 

Mr. Kravitz. So in fact, we really shouldn’t add those two figures 
together? 

Mr. Lasater. Not in my opinion, no. 

Mr. Kravitz. In your opinion, your firm received less business in 
the 1983/84 period than George Baum and T.J. Raney? 

Mr. Lasater. Right. We did a small percentage of this business, 
too, because our customer base was mostly national. We did not 
have a big Arkansas customer base. So we did not sell a lot of 
these bonds. 

Mr. Kravitz. Now just 

Senator Sarbanes. Mr. Drake, I want to make sure I understand 
your point. Was your point that these figures are the total amount 
of the bond issues in which these various companies participated; 
is that correct? 

Mr. Drake. That’s correct, Senator. 

Senator Sarbanes. But the allocation to the particular company 
would be relevant in determining how much the company itself was 
getting; is that correct? 

Mr. Drake. That’s correct. 

Senator Sarbanes. So for instance, if Lasater participated with 
Stephens or with T.J., you would have to figure out how much each 
got; is that correct? 

Mr. Drake. That’s correct. 

Senator Sarbanes. Now it’s my understanding, I think, from 
reading through some of the material that one of your complaints, 
Mr. Lasater, was you were getting lesser percentages, as a rule, 
than some of the others; is that correct? 

Mr. Lasater. Yes, sir. 

Senator Sarbanes. OK. 

Mr. Kravitz. And just to close the loop on this one document and 
the subject of a fair division among the various firms in Arkansas 
during the Clinton administrations, did Stephens, Inc. continue to 
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receive State bond business even after Governor Clinton got back 
into the Governor’s office in 1983? 

Mr. Lasater. He did. 

Mr. Kravitz. Was that even though it was well known that the 
Stephens firm had supported Frank White for re-election in 1982? 

Mr. Lasater. That’s correct. 

Mr. Kravitz. Indeed, Mr. Drake, do you know where Governor 
White went to work after he left the Governor’s office in January 
of 

Mr. Drake. He went to work at Stephens, Inc. as head of the 
Municipal Finance Department. 

Mr. Kravitz. And that was in January 1983? 

Mr. Drake. It was in 1983. I can’t tell you exactly when it was. 

Mr. Kravitz. It was January 1983, when he left office? 

Mr. Drake. Yes. He took his Administrative Assistant, Preston 
Bynum with him, as well. I might point out that Linda Garner, 
when she left the administration, went to work at Stephens, Inc. 

Mr. Kravitz. Mr. Drake, Mr. Chertoff asked several questions 
earlier about various letters of recommendation that Mr. Lasater 
signed recommending that the Governor appoint various persons to 
the Housing Development Authority Board or the Arkansas Devel- 
opment Finance Authority Board later. I want to ask you: While 
you were at Stephens, Inc., did anyone in that firm ever make rec- 
ommendations to anyone in the Governor’s office as to persons that 
Stephens wished to have appointed to State Boards? 

Mr. Drake. Routinely. 

Mr. Kravitz. What Board or Boards did officials from Stephens, 
Inc. make recommendations relating to? 

Mr. Drake. Boards that had vacancies. 

Mr. Kravitz. Did it include the Housing Development Authority 
Board? 

Mr. Drake. It most assuredly did. 

Mr. Kravitz. And to your knowledge, did Stephens subsequently 
make recommendations to the Governor’s office relating to appoint- 
ments to the Arkansas Development Finance Authority Board? 

Mr. Drake. Yes. 

Mr. Kravitz. You said, “routinely.” Is it your understanding that 
many of these firms, including Lasater and Stephens, routinely 
made recommendations to the Governor’s office for appointments? 

Mr. Drake. Yes. May I elaborate on that just for a moment? 

Mr. Kravitz. Please. 

Mr. Drake. At the three investment firms that I have profes- 
sional experience, the firms are divided typically into corporate fi- 
nance or public finance. And the professionals in the public finance 
department that were responsible for dealing with issuers of securi- 
ties such as ADFA or AHDA at the time would routinely report to 
the president of the firm on appointments that were coming up or 
rotating officers of Boards and Commissions. 

Our responsibility to the firm, as individuals who were assigned 
to those Boards and Commissions, was to make sure that our firm’s 
interests were represented to the persons in the government that 
were making the appointments. It was very routine. That’s what 
we did with Dan. That’s what we did with Jack Stephens. And dur- 
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ing my short tenure at Morgan, Keegan, that’s what we did with 
Allen Morgan. 

Mr. Kravitz. So this Committee’s record should be very clear 
that there was nothing unique about the fact that Mr. Lasater 
wrote such letters; is that correct? 

Mr. Drake. I would like to point out that Mr. Lasater did not 
write these letters. I did. 

Mr. Kravitz. Fair enough. There’s nothing unique about the fact 
that he signed the letters and that they were sent over 

Mr. Drake. Well, he was the President, he owned the firm. And 
I would expect that the owner would sign those letters. 

Mr. Kravitz. To your knowledge, was every single recommenda- 
tion that the Lasater firm made to the Governor’s office relating to 
a position on the Housing Development Authority or the ADFA 
Board followed by the Governor? 

Mr. Drake. No. 

Mr. Kravitz. Were some of those recommendations not followed? 

Mr. Drake. Some of them were not followed. 

Mr. Kravitz. If we could put on the Elmo DKSN 26484, which 
is a memo from Bob Nash to Governor Clinton and Betsey Wright, 
dated May 2, 1985? Do you know if you have that? 

Mr. Feinstein. I don’t believe we have that one. 

Mr. Kravitz. Mr. Lasater, Mr. Chertoff asked you earlier about 
a recommendation that you made for the ADFA Board to Governor 
Clinton regarding a man named Jim Tom Bell. 

Mr. Lasater. Yes, sir. 

Mr. Kravitz. Do you remember making that recommendation? 

Mr. Lasater. Yes, sir. 

Mr. Kravitz. All right. I think we have the document down at 
the table now. Do you have a copy, Mr. Lasater? 

Mr. Lasater. I can see the monitor. 

Mr. Kravitz. OK. As we can see, we have had testimony about 
this document previously from other witnesses. Mr. Nash writes to 
Governor Clinton and Betsey Wright on May 2, 1985: “Dan Lasater 
gave me Tom’s letter when I met with him on Wednesday for 
lunch. Bell is not my kind of person. Has always caused the Agency 
(AHDA) problems.” To your understanding, Mr. Lasater, was Mr. 
Bell appointed to the ADFA Board? 

Mr. Lasater. He was not. 

Mr. Kravitz. Mr. Drake, do you know whether Mr. Bell was ap- 
pointed to the ADFA Board? 

Mr. Drake. He was not, and I did everything I could to make 
sure he wasn’t. 

Mr. Kravitz. Just so we are clear, I think this certainly is con- 
sistent with the testimony of Mr. Drake, that not all of the rec- 
ommendations that Mr. Lasater made were followed by the Gov- 
ernor. I take it from your testimony, Mr. Drake, that there were 
other recommendations in addition to this recommendation relating 
to Mr. Bell that were not followed by the Governor’s office. Is that 
correct? 

Mr. Drake. That’s correct. 

Mr. Kravitz. So the notion that somehow because of political 
contributions or a friendship between Mr. Lasater and Governor 
Clinton, Mr. Lasater was permitted to, as it were, write the list of 
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Board members for the ADFA Board and for the Housing Develop- 
ment Authority Board. Is that consistent with the facts or with re- 
ality, Mr. Drake? 

Mr. Drake. No. 

Mr. Kravitz. Mr. Lasater. 

Mr. Lasater. I’m sorry, I didn’t understand the question. 

Mr. Kravitz. Were you given free reign to name all of the mem- 
bers of the ADFA Board? 

Mr. Lasater. Certainly not. 

Mr. Kravitz. Mr. Chertoff asked you, Mr. Lasater, several ques- 
tions about a meeting that you had with Governor Clinton and 
Betsey Wright at some point, presumably in early 1985. Let me ask 
you, Mr. Drake, in your experience, working both at Lasater & 
Company and at other firms, was it at all unusual for officials of 
bond underwriting companies to pitch their own business with 
State officials? 

Mr. Drake. No. It was the norm, not the exception. 

Mr. Kravitz. When you were at Stephens, Inc., did people from 
your company meet with members of the Governor’s office to seek 
additional business? 

Mr. Drake. Routinely. 

Mr. Kravitz. Did the same thing happen when you were at Mor- 
gan, Keegan? 

Mr. Drake. Routinely. 

Mr. Kravitz. Mr. Lasater, as you recall, Mr. Chertoff asked you 
some questions about a letter from you to Governor Clinton, dated 
February 15, 1985. 

Mr. Lasater. Yes, sir. 

Mr. Kravitz. That was DKSN 27573 and 74, in which you sug- 
gested to Governor Clinton, or at least the letter that you signed 
suggested to Governor Clinton, a number of things, including that 
you would like advance notice of upcoming bond offerings or up- 
coming development matters in the State, and also if possible, you 
would like to have regular meetings with the Governor. Let me just 
ask you: Did you ever, after writing this letter, have regular meet- 
ings with Governor Clinton? 

Mr. Lasater. No, sir. 

Mr. Kravitz. Did you start receiving heads-up regarding develop- 
ment issues that were about to come up in the State of Arkansas 
as a result of this letter? 

Mr. Lasater. No, sir. 

Mr. Kravitz. Who wrote the letter; do you know? 

Mr. Lasater. I think Michael wrote it. I’m not sure. 

Mr. Kravitz. Is that correct, Mr. Drake? 

Mr. Lasater. Or, it could have been Rick Knox. 

Mr. Drake. Well, I wrote the letter. In my deposition, I stated 
that I didn’t. I now recall that I did. It was a letter that was a com- 
pilation of recommendations from staff that I then took to Dan for 
signature. 

Mr. Kravitz. And as far as you are aware, Mr. Drake, the rec- 
ommendations or the suggestions to the Governor’s office were not 
followed? 

Mr. Drake. They weren’t followed as long as I was employed by 
Dan. I would have been very surprised if they had been followed. 
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Mr. Kravitz. OK. And I should say that another document in the 
Committee’s possession, DKSN 27572, again a document that we 
have received testimony on, indicates that Betsey Wright, upon re- 
ceipt of the letter, wrote, “outrageous” on it. Then Governor Clinton 
wrote, “Not the time to go this far.” To paraphrase, Ms. Wright’s 
testimony about Mr. Clinton’s note, she said it was his polite man- 
ner of saying no, we were not going to be giving heads-up to one 
firm and we were not going to be having regular meetings with 
that firm. 

Mr. Lasater, I wanted to ask you a few more questions about the 
meeting that you had with Governor Clinton and Betsey Wright at 
the Governor’s 

Mr. Lasater. Excuse me. But that was just Governor Clinton. I 
don’t recall Betsey Wright being there. 

Mr. Kravitz. I apologize. That was the meeting at the Governor’s 
office? 

Mr. Lasater. Yes, sir. 

Mr. Kravitz. What was Governor Clinton’s response when you 
suggested to him that you thought your company should receive a 
larger share of the State’s bond business? 

Mr. Lasater. Cordial, non-committal. 

Mr. Kravitz. After that meeting, did you receive any increase? 
Did your company receive any increase in its share of the State’s 
bond business? 

Mr. Lasater. No, sir. 

Mr. Kravitz. Mr. Chertoff asked you several questions about 
what he alleged were failures on your part to disclose certain infor- 
mation to Governor Clinton during that meeting. And I want to 
show you another document that Mr. Chertoff did not show you. I 
may be wrong about that, he may have. I just wanted to show you 
this document, because it may assist the Committee in clearing up 
any misperceptions that were created by the earlier questioning. 
The document I’m referring to is DKSN 26479, which is a January 
23, 1985 letter, signed by you to the Honorable Bill Clinton, Gov- 
ernor. Do you have that in front of you, sir? 

Mr. Lasater. I do. 

Mr. Kravitz. The first line of this letter says: “Since our January 
4, 1985 meeting,” and then it goes on. Now, you’ve already testified 
that you only remember one such meeting with Governor Clinton. 
Does this refresh your memory as to when this meeting occurred? 

Mr. Lasater. Yes, that had to be the meeting. 

Mr. Kravitz. So after seeing this letter, your memory is that the 
one meeting you were testifying about with Governor Clinton most 
likely occurred on January 4, 1985? 

Mr. Lasater. Yes, sir. 

Mr. Kravitz. Mr. Chertoff asked you whether during your meet- 
ing with Governor Clinton you informed the Governor that you had 
made a loan to the Governor’s brother, Roger. Do you remember 
those questions? 

Mr. Lasater. Yes, I do. 

Mr. Kravitz. Now, correct me if I’m wrong, but my understand- 
ing is that the loan that you made to Roger Clinton was in Feb- 
ruary 1985; is that correct? 

Mr. Lasater. I don’t recall. 
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Mr. Kravitz. Do you remember whether it was before or after 
January 4, 1985? 

Mr. Lasater. No, sir, I don’t. 

Mr. Kravitz. Mr. Chertoff also asked you whether you, in your 
meeting with Governor Clinton, told the Governor about the state- 
ments of the Federal Bankruptcy Court Judge relating to your tes- 
timony. The article that Mr. Chertoff showed you was undated, as 
far as we know, but it says January 1985. And 1985, it certainly 
seems like it’s more likely than not that it was after January 4, 
1985, that the Bankruptcy Court Judge said whatever he said. So 
I think that may put it into context as to why you may not have 
told Governor Clinton about that. Is that fair to say? 

Mr. Lasater. That’s fair to say. 

Mr. Kravitz. OK, Mr. Cole. 

Mr. Cole. Mr. Drake, if I could ask you to return for a moment 
to the February 15, 1985 letter that Mr. Kravitz asked you about 
previously, perhaps we could put that up on the display. 

There has been some attention during these hearings focused on 
the third paragraph of that letter where it says, “To begin, let me 
suggest that Lasater & Company be advised of all financing pro- 
posals affecting the State of Arkansas.” And I must confess, to me, 
that does seem to be something of an unusual request. Can you tell 
me what prompted you to include that request in your letter? I un- 
derstand you drafted this letter for Mr. Lasater’s signature; is that 
correct? 

Mr. Drake. That’s correct. 

Mr. Cole. Can you enlighten the Committee as to why you might 
have included this request in the letter? 

Mr. Drake. Sure. Late 1984 and 1985 was the period of time 
that Governor Clinton introduced his economic development initia- 
tive in the Arkansas Legislature, effectively converting the Arkan- 
sas Housing Development Agency which was a very narrow — had 
very narrow authority to issue securities into the Arkansas Devel- 
opment Finance Authority, which had broad issuance authority. 

Mr. Cole. If I could interrupt you on that point for one moment, 
the distinction being important because the Housing Authority 
could issue bonds to finance only certain kinds of activities. And I 
take it the Governor’s legislative program was for a broader range 
of economic development in the State, so you needed broader 

Mr. Drake. That’s right. 

Mr. Cole. — legislative authority? 

Mr. Drake. That’s right. Just to elaborate on that point a little 
bit, AHDA was permitted to issue two types of securities — multi- 
family housing securities or single-family housing securities. 

In 1984, the Governor and Bob Nash, specifically, and Betsey 
Wright, and others in the administration and many outside of the 
administration, including a very bright lawyer named Jack Wil- 
liams at Williams & Anderson in Little Rock, began a national 
search to determine the best possible legislation that could be in- 
troduced in the Arkansas Legislature that would enable the State 
to compete in: (a) soliciting plant relocation into the State of Ar- 
kansas; (b) assist in financing plant, property, equipment, et cetera; 
and, (c) basically to launch the State into the 1990’s and into the 
next century. 
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Mr. Cole. So this was an effort to bring industry into the State 
and 

Mr. Drake. Among others. 

Mr. Cole. — spur economic development? 

Mr. Drake. And we felt we had been shut out of that process. 
We weren’t solicited. 

Mr. Cole. “We,” being Lasater & Company? 

Mr. Drake. Our firm, yes. 

Mr. Cole. You felt you had not been consulted as much? 

Mr. Drake. That was the conclusion we reached. 

Mr. COLE. Was that a problem? Did you feel that put you at a 
disadvantage in comparison to the firms that had participated 
more directly in that procedure? 

Mr. Drake. Yes, it did. 

Mr. COLE. And that’s what prompted you to include the language 
in this letter? 

Mr. Drake. That’s correct. 

Mr. Cole. So if I understand your testimony, what you intended 
with this letter was not to ask that your firm be given any kind 
of special treatment but rather that your firm be given the same 
consideration that other investment advisers and finance firms 
were in the State. 

Mr. Drake. There were two purposes for the letter: No. 1, to re- 
quest access; and, No. 2, to suggest that the other firms that were 
provided with access not be permitted to have access. I mean, it’s 
one thing to get the business. It’s quite another to knock somebody 
else out of getting the business. 

Mr. COLE. I understand. Well, I would like to cover some other 
matters that occurred in 1985 with you, but I see the yellow light 
is on. So I certainly will defer to the Majority and will come back. 

The Chairman. Senator Bennett. 

OPENING COMMENTS OF SENATOR ROBERT F. BENNETT 

Senator BENNETT. Thank you, Mr. Chairman. 

I apologize that I was not able to be here earlier because of other 
committee meetings simultaneously. So if I go over some ground 
that has already been covered, I apologize for that. 

Mr. Lasater, I have read your statement with interest. I was 
here yesterday when you were discussed. I trust you were paying 
some attention. 

Mr. Lasater. No, I was traveling yesterday. 

Senator Bennett. You were traveling yesterday? I’m sure it will 
come as no surprise to you that a good part of the conversation 
about you yesterday centered around your unfortunate experience 
with cocaine. And you talk about that very frankly in your opening 
statement. 

Mr. Lasater. Yes, sir. 

Senator Bennett. It is unfortunate in terms of your personal cir- 
cumstances that you and your family can’t put this behind you. I’ve 
had the personal experience of being tied to people who have public 
office and having the spotlight that is on them then to a degree 
that I did not find comfortable shift to me. It’s the way we live in 
a free press kind of society and there is little or nothing we can 
do about it. 
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But I would like to just get a better handle on understanding 
what went on. I accept at full face value your statement that you've 
put this behind you and this is no longer a problem in your life. 
And I salute you and congratulate you for that. 

Mr. Lasater. Thank you, Senator. 

Senator Bennett. The comments that came out yesterday in- 
dicated that while you did not sell cocaine for money that you 
nonetheless used it as a tool in your business activities and in your 
personal pursuits, so that it became almost as if it were a form of 
currency for you and you could use cocaine to get people to do 
things that you wanted them to do, you would reward people for 
things that they had done for you by giving them cocaine. It be- 
came, as I say, a form of currency. Is that a fair description of the 
way it was used? 

Mr. Lasater. No, sir. 

Senator Bennett. Would you want to give me your version, then, 
to try to make the record clear, because that's the clear impression 
we got yesterday? 

Mr. Lasater. I certainly do not recall ever using cocaine as a re- 
ward for anyone in our company that had achievements. 

Senator Bennett. So the distribution to your employees was en- 
tirely for recreational uses and not in any attempt to try to manip- 
ulate their behavior? 

Mr. Lasater. That’s correct. 

Senator Bennett. Mr. Drake, I have read your memo. Would you 
agree with that characterization? 

Mr. Drake. Well, Senator, I am not going to dispute Dan's mo- 
tives. As someone who had an abuse problem at the time, it was 
my impression at the time that that’s a good way of explaining my 
abuse problem is to blame it on someone else. 

Senator Bennett. I would refer specifically to a sentence in your 
“Memo to File, dated October 14, 1986." I'm quoting and correct me 
if I'm not quoting accurately at any point: “It became obvious to 
him,” that is, to you, “that Dan Lasater was using cocaine as a tool 
to manipulate his peers and force them to serve as a buffer be- 
tween the authorities and his cocaine abuse." 

Mr. Drake. Well, I would point out 

Senator Bennett. Do you want to alter that now? That is the 
statement. 

Mr. Drake. That's not my statement. Senator. That's the state- 
ment of a State Police investigator. That’s his impression of what 
I told him. 

Senator Bennett. I see. Do you want to elaborate on that? 

Mr. Drake. I would say, as I said earlier, that I think this state- 
ment was — the impression that this man had was that I was ex- 
plaining away my substance abuse by blaming it on Dan. It wasn’t 
Dan's responsibility for what I was doing. It was my own. And at 
the time, there was a lot of denial. I think that anybody who has 
had an abuse problem would admit that that's part of the recovery 
process. So you would have to ask Doc DeLaughter whether or not 
this was an accurate statement. He wrote it. I didn't write it. 

Senator Bennett. He lists a number of people, quoting you, that 
were used in the manner described in the first sentence, and then 
this sentence: “Lasater also considered these people loyal to him 
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because he used cocaine to control them for his benefit. Drake also 
noticed Dan Lasater using George Locke, Clarence Stromm, Jay 
Dehaven, and Chuck Berry to carry his cocaine for him.” Do you 
want to give us an explanation of those sentences as well? 

Mr. Drake. Well, I think that they speak for themselves. I mean, 
what would you like me to elaborate on? 

Senator Bennett. They paint a somewhat different picture than 
the picture you gave us in response to the first question I quoted. 
And I wonder if you want to try to change that picture as well; or, 
do you think in this case the picture 

Mr. Drake. I would say that was my impression. 

Senator Bennett. — they paint is accurate? 

Mr. Drake. I would say that was my impression at the time. 

Senator Bennett. I see. OK. Well, I won't pursue this further. 
But this was one of the major concerns we talked about yesterday 
with respect to the reputation of the firm as it was competing for 
the business. It was brought out that there were people who voted 
against giving the firm the radio contract. And the reason, we were 
told, why they voted against the firm was because they were con- 
cerned about the reputation of E.F. Hutton, E.F. Hutton having 
had some very negative national publicity because of a check kiting 
scheme in which a number of E.F. Hutton executives lost their 
jobs. I think some of them went to prison. I am not sure on that 
latter case. I know there was significant penalty connected with the 
E.F. Hutton activity. 

The question was raised: You were concerned about E.F. Hut- 
ton’s reputation, did anybody discuss Mr. Lasater’s reputation? The 
answer, as I recall it, Mr. Chairman, was yes, there was a discus- 
sion in open meeting of the degree of cocaine use that went on in 
the Lasater firm; and that’s why I’m pursuing it. 

Frankly, I was a little surprised that people would say, “We are 
not going to give this contract because we don’t want to be tainted 
with a connection to E.F. Hutton;” but nobody was particularly in- 
terested about being tainted with a connection to Mr. Lasater and 
apparently fairly widespread recognition of the cocaine circum- 
stance. That’s why I’m trying to find out how widespread was the 
understanding in Arkansas of the fact that in the Lasater firm co- 
caine use was the common practice throughout the firm. 

Mr. Drake, you looked as if you wanted to respond to that? 

Mr. Drake. I would like to 

Senator Sarbanes. Senator Bennett, before he responds, in fair- 
ness to E.F. Hutton, since you just made the statement, it is my 
understanding that no individuals were charged in the Hutton case 
and that nobody went to jail. 

Senator Bennett. I appreciate the correction. 

Senator Sarbanes. I mean, it was just out there on the record. 

Senator Bennett. Yes. 

Senator Sarbanes. I think it’s important. 

Senator Bennett. It was my memory to the contrary, but I am 
glad to be corrected. 

Mr. Drake. I think, Senator, the principal difference between the 
situation at Lasater and the situation with Hutton is that Hutton’s 
indictments were public. Hutton had admitted to check kiting. 
They had been or were in the process of being sanctioned by the 
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SEC and/or the NASD at the time. To my knowledge, there were 
no indictments or public accusations either in the media or by law 
enforcement officials when we solicited the business in the Arkan- 
sas State Police Commission. 

Senator Bennett. It is my memory from yesterday’s testimony 
that it was discussed in open meeting. 

Mr. Drake. I wasn’t present at that discussion. 

Senator BENNETT. Well, I can understand that. Do you have any 
knowledge, Mr. Lasater, of whether, indeed, it was discussed in an 
open meeting of the Commission? 

Mr. Lasater. No, I would have no knowledge of that. 

Senator Bennett. Mr. Lasater, you’ve made a great point in your 
opening statement about your relationship with Bill Clinton and 
the fact that the relationship was correct in all aspects. 

You make the point with which I fully agree, that certainly no 
Member of this Committee can complain if a citizen decides to give 
him or her a campaign contribution. To a degree that none of us 
particularly like, we are almost in the business of soliciting those 
on a fairly regular basis. Can you give me an indication of how 
large your campaign contributions to Bill Clinton were? 

Mr. Lasater. The best I recall, in the 1984 campaign, I contrib- 
uted — me and my family contributed $8,000. 

Senator Bennett. Eight thousand dollars and was this a check, 
cash, money order? 

Mr. Lasater. Checks. 

Senator BENNETT. Checks? Did you ever give him any cash; do 
you know? 

Mr. Lasater. No, I did not ever give him any cash. 

Senator Bennett. I see. What are the disclosure laws in Arkan- 
sas? Are you required to disclose these amounts? 

Mr. Lasater. I think so. Whatever the national laws are, I think 
is what the Arkansas laws are. 

Senator Bennett. Well, this is a Gubernatorial race, not a na- 
tional race. 

Mr. Lasater. OK. I don’t know. I don’t know. 

Senator Bennett. Is there any restriction on corporate funds in 
a Gubernatorial race in Arkansas; do you know? 

Mr. Lasater. I don’t know. 

Senator Bennett. Were these corporate funds or private funds? 

Mr. LASATER. They were private funds, the $8,000. Besides that, 
one of my companies, and it could have been Lasater & Company, 
purchased some — it was a fundraiser dinner and I think we pur- 
chased some tickets to that. 

Senator Bennett. I see. Thank you. My time has expired. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. Mr. Chairman, I just want to try to clarify 
one thing that Senator Bennett made reference to. He said, when 
he was questioning Mr. Drake, this was discussed in an open meet- 
ing. Is that the Hutton problem that you are making reference to? 

Senator Bennett. My memory of the testimony yesterday, when 
it was raised by Counsel for the Minority, that there had been 
votes against the granting of the contract to the Lasater, Hutton, 
Raney group, and that the reason the votes against were cast was 
the Hutton concern. 
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Senator Sarbanes. Right. 

Senator Bennett. Then the question, was there any discussion 
of Lasater? The answer, yes, there was some discussion of Lasater. 
At one point, and Fve forgotten which witness said he discussed it 
with the Chairman of the Commission and that it was discussed 
in a meeting of the Commission. Now, I guess Fm reaching when 
I say an open meeting, because I assume that all the meetings 
were open. But that was my memory of the testimony yesterday. 

Fm sorry, Mr. Drake? 

Mr. Drake. Well, I have the State Police Commission Minutes 
here from the — that are in the public domain and the Minutes re- 
flect that there were two votes. Two Commissioners voted against 
our proposal — Gene Raff and a gentleman named Nashburne. 

I personally talked to Gene, lobbied him to vote for us. And he 
told me he couldn’t, because he was married to Jack Stephens’ ad- 
ministrative assistant’s sister and he would be run out of Arkansas 
if he voted for us. 

I can’t tell you why Mr. Nashburne voted against us. I was at 
this meeting. There was no discussion of drug use. There was a dis- 
cussion of 

The Chairman. Mr. Drake, we have a memorandum where the 
question was raised about the Lasater firm and street talk being 
used. Certainly, you know, I find it interesting it was street talk 
about Lasater low bidding, et cetera. 

OPENING COMMENTS OF SENATOR CHRISTOPHER J. DODD 

Senator Dodd. Mr. Chairman, could we see that memo? Was 
there a memo? 

The Chairman. Yes, there was a memo about the street talk and 
the Lasater firm low bidding. I find it interesting that you seem 
to know what was or wasn’t discussed with some of these members. 

Now, obviously, if you had a discussion with a particular mem- 
ber, that’s very relevant. But we had testimony in which the head 
of the police was asked to do a background check and to look into 
the question of whether there were any problems with Lasater. 
And we can read into the record explicitly what was said with re- 
spect to that. 

There were questions about the newspaper accounts as it related 
to the question of drugs. But you know, obviously there was some 
concern and the Commissioner or the head of the police looked into 
the matter. He said he didn’t come up with anything. But he was 
asked to look into it. 

I think that’s what the Senator was referring to. 

Senator Dodd. Mr. Chairman, I just — because the implication 
here is that the memo — and somehow I got 

The Chairman. No. The memo was 

Senator Dodd. There was no reference. 

The Chairman. The memo was as it reflected to street talk that 
Dan Lasater was low balling the bid. 

Senator Dodd. Well, that’s not drugs. 

The Chairman. I understand. There was other testimony yester- 
day, Senator, and there was a question raised to the head of the 
State Police to check to see if there was any problem with 


2616 


Senator Dodd. Yes, and there the answer was no. The answer 
from the State Police. 

The CHAIRMAN. Well, it shows you there wasn’t a very good in- 
vestigation. 

[Laughter.] 

Senator Dodd. That’s not the issue. 

The Chairman. Well, I mean 

Senator Dodd. The issue is whether or not anyone knew. I mean, 
here you go and you ask the State Police, is there a problem. Some- 
one might have said it shouldn’t have gone that far. And the an- 
swer back is no. 

The Chairman. Senator, you know, there was a Federal trial. It 
was talked about in the press. The drug use was talked about, et 
cetera. I find it rather interesting that when they have a report 
and the Chief says, “Oh, no, there was nothing,” but yet a year 
later we Find out it was followed by an indictment 

Senator Dodd. Well, Mr. Chairman, in fairness, they went and 
asked the question of the State Police. The State Police says no. A 
year later, something else happens. In fairness to the people, you 
cannot then assert that they somehow knew. They went out of 
their way. They asked the question. The answer was no. And in 
this memo here, there is no reference. Street talk about low balling 
a bid is not about drugs. 

The Chairman. Let me tell you something. In January or Feb- 
ruary of that particular year, it’s the State’s second largest news- 
paper. There is public testimony given with respect to Dan Lasater, 
an Arkansas native, who owns a race horse farm and who once 
gave young Clinton $8,000 to help settle drug debts, also used co- 
caine. 

Senator Dodd. All right. Mr. Chairman, you seize the story 

The Chairman. No, let me tell you something. It was a heck of 
a great police investigation 

Senator Dodd. Well, wait a minute. 

The Chairman. — that must have gone on. 

Senator Dodd. Mr. Chairman, in fairness, the story appears. The 
Governor then contacts the State Police and says, “Is there a prob- 
lem?” The State Police say, “No.” Now, if anyone of us sitting at 
this table here went to that extent, no one would then question 
whether or not you hadn’t gone and asked the question. I mean, 
that’s in fairness, just simple fairness. 

The story appears in the press. How many stories appear about 
us in the press? Huh? How many stories have we had written 
about us? And then how many people then went to the State Police 
and asked the question, “Would you look into this and give me an 
answer?” I mean 

The Chairman. I don’t see why the Senator is so upset. The rec- 
ord speaks for itself. 

Senator Dodd. Well, of course, it does. 

The CHAIRMAN. The question, as it relates to whether there was 
a question of drugs and the propriety of awarding the contract was 
raised. Was it raised in exact context as it relates to official meet- 
ings? It was raised to the point ^hat apparently the Governor or 
someone on behalf of the Governor contacted the head of the police 
to check this out. 


2617 


Now one of the interesting things is that when we asked the 
Commissioner of Police or the former head of the State Police, he 
didn’t even recall this trial, which was publicly commented on, as 
it related to the allegations of drug use, which were testified to. So 
obviously there were people and there were news accounts about 
this, later substantiated. I don’t see the big fuss. I mean, the Sen- 
ator raised the question and I don’t understand what the point is. 

Senator Dodd. The point is that there is an allegation. There is 
an implication. 

The Chairman. What’s the implication? 

Senator Dodd. That the Governor or others were aware that 
there was drug use and that there is testimony 

The CHAIRMAN. Well, if the Governor didn’t read that his brother 
had gotten $8,000 from Dan Lasater and wasn’t aware of that 
when that appeared in one of the State’s largest newspapers, I 
would eat my hat. Now that’s nonsense, let’s not kid ourselves. 

Senator Sarbanes. Mr. Chairman, I think we ought to be very 
careful 

Senator Dodd. Very, very careful. 

Senator SARBANES. — about what actions ought to be taken on 
the basis 

The Chairman. Well, who said what actions should be taken? 

Senator Sarbanes. — of allegations 

The Chairman. I didn’t say that any action should be taken. I’m 
just suggesting that 

Senator Sarbanes. Well, on the basis of allegations about one’s 
brother. 

The Chairman. Wait. It is absolutely not conceivable that the ad- 
ministration was not aware. 

Senator Dodd. Mr. Chairman, the Governor asked the State 
Police 

The Chairman. Let me read the deposition of Thomas L. Good- 
win, who was the head of the State Police at that time. He says, 
“Governor Clinton, myself, and a lot of other people knew that Dan 
Lasater was a user of cocaine.” That’s on page 31 of his testimony 
that he has given to this Committee in deposition on February 26, 
1996. 

Senator Dodd. Mr. Chairman 

The Chairman. Now, the whole question is whether or not 

Senator Dodd. Mr. Chairman, if you talk about hearsay, here’s 
a witness saying, “I knew and everybody else knew.” The Governor 
asked the State Police whether or not there was an investigation. 

The Chairman. No, here’s the question. 

Senator Dodd. That was an appropriate and proper step for him 
to take. 

The Chairman. I’m not suggesting it wasn’t. 

Senator Dodd. The answer comes back no. 

The Chairman. Well, here on page 31: 

Question: In any of the conversations that you had with Governor Clinton with 
regard to the financing of the systems, did he ever mention that Lasater & Com- 
pany had an interest in doing the underwriting for the system? 

Answer: Yes. 
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I’m reading from page 31, 2/26/96, the deposition of Thomas L. 
Goodwin, who was the State Police Commissioner at this time. Is 
that right, Mr. Drake? 

Mr. Drake. Yes, sir. 

The Chairman. You had talked to him and he said, “When did 
he mention that? I remember at least one of those meetings was 
after the legislation had passed.” That’s the legislation with respect 
to the bond. Now, you know, I didn’t raise this 

Senator Dodd. Well, Mr. Chairman 

The Chairman. I didn’t raise this. Now understand 

Senator Dodd. Isn’t page 57, though, the same testimony? Look 
at page 57, the same testimony. 

The Chairman. Well, let me finish. “Governor Clinton, myself, 
and a lot of other people knew that Dan Lasater was a user of co- 
caine. The conversation with Governor Clinton to that effect was 
we sure don’t want any firm involved in financing this that is 
about to be arrested for selling cocaine. I think he directed the 
statement to me in particular.” 

So I will read any other statement. But are we now going to say 
that no one knew that Mr. Lasater was involved in at least the use 
of drugs? 

Senator Dodd. Mr. Chairman, in fairness here. Obviously, we are 
trying — this is a very successful 

The Chairman. I did not bring this up, Senator. I mean, you 
opened the door by suggesting that somehow when Senator Ben- 
nett raised the question about 

Senator Dodd. No. 

The Chairman. — drug use that it was why and where and how 
did it appear. Here is the Police Commissioner 

Senator Dodd. Mr. Chairman, can I be heard? I mean, the clock 
is running here. 

The Chairman. Oh, we will give you all the time you want. 

Senator Dodd. The implication is clear, look, this is a very titil- 
lating subject. But in fairness to people here, if you look on pages 
31 and 35 of that same deposition of Mr. Goodwin: 

Question: Those are concerns he expressed at the time? 

Answer: Yes. 

Question: How was the Lasater cocaine issue first brought up? In what context? 

Answer: If I’m not mistaken, the Governor brought it up. I don’t think I’m wrong 
there. I believe he brought it up. 

It’s the Governor and the rumors around, bring it up, saying, “Is 
there an investigation of Lasater?” The answer is no, there is not. 

Now rumors fly all over the place all the time. And the sugges- 
tion somehow that on the basis of rumors that everyone should 
have been aware and reacted accordingly. The Governor does the 
appropriate and proper thing. He asks the proper authorities, “Is 
there an investigation?” Not is there a rumor, but is there an in- 
vestigation. That is not something everybody does in public life. He 
did it. Ajid I think that’s worth noting here, Mr. Chairman, if you 
look back on its history. 

The Chairman. You know what, Senator Dodd? If you had indi- 
cated that it is important to recognize that the Governor raised 
this, you wouldn’t have heard a peep from me or from anybody 
else. But to suggest that there was no reason to even think about 
this 
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Senator Dodd. He did think about that. 

The Chairman. So fine. You put it in a proper context. But the 
fact of the matter was that the State Police Commissioner says re- 
plete, from page 31 right through the end, that it was rumored, 
that it was talked about, that it was rather well known, if you read 
the end, he says it was well known in the Little Rock area. 

Senator Dodd. It’s rumors. 

The Chairman. Or at least it was pretty well talked about. 

Senator Dodd. Mr. Chairman, you and I don’t react on rumors. 

The Chairman. Look, I understand what you are saying. I think 
you have made a lot more of this — and I don’t understand why — 
than Senator Bennett ever even intended. 

Senator Bennett. I was unaware I was going to trigger this kind 
of an exchange. 

The Chairman. I mean, really, I don’t understand this. 

Senator Bennett. If I may have the time to say, Mr. Chairman, 
yesterday we were told that the negative votes against this pro- 
posal came solely because of concern of E.F. Hutton and the rep- 
utation of E.F. Hutton. It seems to me a logical question, given this 
circumstance, was then asked: “Was there any concern about the 
reputation of Mr. Lasater?” The answer I got was that they were 
aware of the reputation Mr. Lasater had for drug use and drug use 
in his firm but, no, that didn’t play any role in the decision to give 
the contract to Lasater. And it didn’t play any role in the decision 
of the two people who voted against giving the contract to Mr. 
Lasater. They focused entirely on the reputation of E.F. Hutton. 

And now, you’ve given us a different view, Mr. Drake, which does 
not surprise me. You’ve said the vote against giving the contract 
to Mr. Lasater was based on something entirely different and that 
you were close to the man that cast the vote and he cast the vote 
because of his relationship with the brother-in-law or whatever. 

That happens all the time, that one person can say the vote 
turned on this issue and another person will say the vote turned 
on this issue. That happens in our body all the time. Why did Sen- 
ator So and So vote against this? Well, I’m close to him. I think 
he did it because of this reason and somebody else says, “No, I 
think he did it for that reason.” This does not concern me. 

I was just interested in finding out whether or not concern about 
drug use in the Lasater firm had any impact on the decision to vote 
against the contract. So now we have had the exchange and I will 
step back and watch the sparks fly a little more. 

The Chairman. I’m going to ask that another 5 minutes be put 
on the clock so that you can 

Senator Sarbanes. I yield 5 minutes to Mr. Cole. 

Mr. COLE. Thank you, Senator. 

Mr. Drake, since we are on the subject of this police radio financ- 
ing that took place in 1985, I take it that you had significant in- 
volvement in those events. 

Mr. Drake. Yes, sir, I did. 

Mr. Cole. You were the head of the public finance group at 
Lasater & Company at that time? 

Mr. Drake. Yes, sir, I was. 

Mr. Cole. Can you begin by telling us how your firm first be- 
came involved in that matter? 
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Mr. Drake. Yes, sir, I will. It is my recollection that in mid- 
1984 — and it may have been in the spring or in the summer — I was 
approached by two gentlemen from T.J. Raney & Sons, Bob Snyder, 
who is Managing Director of the Public Finance Department, and 
a colleague of his, Paul Young, who is also employed at Raney, 
seeking our assistance in pursuing the creation of legislation that 
would enable a State Police radio system to be acquired by the Ar- 
kansas State Police. One, to structuring a transaction that would 
enable us to underwrite the securities; and, two, to participate in 
a transaction that involved E.F. Hutton as the national distributor 
of the securities. 

It was my understanding at the time that Raney would “run the 
books,” which means they would manage the transaction from Ar- 
kansas; E.F. Hutton would be responsible for the leasing entity. We 
decided to use a lease approach because of a constitutional prohibi- 
tion in Arkansas of issuing securities by a State Agency without a 
referendum. And E.F. Hutton at the time was the preeminent secu- 
rities dealer in the United States in public finance. 

Mr. COLE. If I could interrupt you just for a moment on the point 
you previously made about the use of the lease arrangement. 

Mr. Drake. Yes. 

Mr. COLE. If Pm understanding you correctly, there would have 
been a problem with issuing the bonds for an outright purchase 
without a referendum vote. Is that what you are saying? 

Mr. Drake. Bonds in Arkansas were constitutionally prohibited 
from being issued at that time by an Agency that did not have di- { 
rect authorization to issue bonds without a vote of the people. 

Mr. Cole. The State Police Commission did not have that au- 
thority at that time? 

Mr. Drake. They did not. 

Mr. COLE. So there was a problem — and we had a great deal of 
testimony about this yesterday — of a critical need for a new police 
radio system. A State Trooper had been killed, we were told, and 
there was a need to finance that. And your group developed a solu- 
tion that would permit that to be done under the laws that existed P 
at that time? 

Mr. Drake. Yes. At the time, there had been much discussion. 
Keep in mind, the Legislature was not in session at that time in 
1984. And there was much discussion about either a pay-as-you-go, 
which is typically a financing or an outright purchase, which would 
be an appropriation. A particular problem of municipal finance is 
that because of the biannual appropriation, there is no guarantee 
that one Legislature can bind a future Legislature to a contract. 

Mr. COLE. And presumably, the supplier of the equipment, if 
they put in $30 million worth of equipment, they would want some 
assurance that they would be paid in the future if it was to be on 
a pay-as-you-go basis? 

Mr. Drake. Right. 

Mr. Cole. So that was a problem you — the State needed to solve? 

Mr. Drake. Yes. The other approach would be an outright appro- 
priation. The State didn’t have the funds. 

Mr. COLE. When you say an outright appropriation, you mean 
the State Legislature would have had to have taken whatever 
funds were needed, $30 million, taken that out of the State’s gen- 
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eral revenues so that money that otherwise would have gone to 
schools or other State highway construction would have been used 
that year to purchase the State Police radio facilities? 

Mr. Drake. Someone would have to give up something in order 
for the State Police to be able to acquire this with cash, yes. 

Mr. COLE. Did your group retain a law firm at that time to help 
you in preparing the legislation? 

Mr. Drake. Yes. 

Mr. COLE. A lot of attention was focused on that yesterday. And 
I have very little time left, but was that an unusual thing in your 
experience at the firms that you had been employed, to retain a 
law firm to draft legislation? 

Mr. Drake. No. Heavens, no. I mean, this is very typical in all 
levels of my experience in government — at local, county, State. No 
experience here, but very typical for private interests to hire firms 
to advance legislation. 

Mr. Cole. Was this a secret? Was there any effort made to cover 
this up or hide it from the State officials that the law firm was 
working with your group? 

Mr. Drake. None at all. 

Mr. Cole. So is it your recollection — and I realize this is 11 years 
ago — that people understood that the Mitchell, Williams firm was 
working with the Hutton/Raney/Lasater group? 

Mr. Drake. I don't know if it was broadly known, but there was 
no effort to hide it. So you can draw your own conclusions from 
that. 

Mr. Cole. We will come back. My time has expired. 

The Chairman. Mr. Chertoff. 

Mr. CHERTOFF. Mr. Drake, I want to put up the chart that the 
Democratic side had put up about half an hour ago, DKSN 26102, 
which is the listing of the bond issues in which your firm and other 
firms were involved in at various times, because I actually think 
it's very interesting. And this was a campaign document that was 
put out, Mr. Drake, or a document that was put out during the 
campaign? 

Mr. Drake. I have it. 

Mr. Chertoff. All right. 

Mr. Drake. Excuse me? 

Mr. Chertoff. This is a document that you were just told by the 
other side was 

Mr. Drake. Yes. 

Mr. Chertoff. — put out during the campaign. 

Mr. Drake. That's what I was told. 

Mr. Chertoff. Now what we see here is that in 1983 and 1984, 
there was an expansion of the number of firms that are doing bond 
work. And two of the firms that are doing the work are firms — one 
is the George firm. The George firm was Dabbs Sullivan; right? 

Mr. Drake. Yes, sir. If I 

Mr. Chertoff. Right? 

Mr. Drake. I'm not real clear on that. I think it was the George 
K. Baum, Dabbs Sullivan division. 

Mr. Chertoff. Right. So it was 

Mr. Drake. It was Dubby Sullivan; right. 
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Mr. CHERTOFF. Right. Now the big change that we have been 
told went on here was an expansion of the number of firms that 
are involved. And we see all along for years, Stephens and Raney 
did the work. Then all of a sudden, we see the next two firms that 
joined that top group of four underwriters are this firm with Dabbs 
Sullivan and this firm with Dan Lasater. That is not a coincidence, 
is it, because you know that those two firms were firms in which, 
in the case of George, it was Mr. Sullivan, and in the case of 
Lasater, it was Mr. Lasater, you had two friends of the Governor 
Bill Clinton, who were principals in the firm; right? 

Mr. Drake. That was my perception, yes. 

Mr. CHERTOFF. So the big change in opening up the process here 
is that the two firms that now joined the top group were two firms 
that had as principals two friends of the Governor; right? 

Mr. Drake. There is another reason 

Mr. CHERTOFF. Well 

Mr. Drake. — that I want to address. 

Mr. CHERTOFF. We will get to your other reason. 

Mr. Drake. I don’t want to just come to a conclusion that just 
because Dan and George and Dubby knew Bill that that was the 
reason. 

The Chairman. Counsel. 

Mr. CHERTOFF. Let’s first answer my question and then you can 
give your other reason. 

Mr. Drake. Yes, sir. That’s part of the reason, in my judgment. 

Mr. CHERTOFF. OK. What’s the other reason? 

Mr. Drake. Well, at the time that Lasater & Company began to 
increase its volume of business in secondary mortgage-backed trad- 
ing, we went from about $500 million in quarterly trades to over 
$1 billion a month. The capital of the firm grew enormously. The 
employees of the firm grew enormously. It was my judgment — also, 
I had come to the firm and I’m going to take a little bit of credit 
for us getting more business. 

Also, there is the point that there is more securities being issued 
because of the visibility to issue securities and also the fact that 
Dubby Sullivan was instrumental in pulling AHDA’s $100 million 
floating rate bond issue out of almost bankruptcy. Dubby and Paine 
Weber were instrumental in saving Arkansas from probably the 
first default since the Depression. 

Mr. CHERTOFF. Without the benefit of this hindsight now, Mr. 
Drake, I want to take you back to one of these contracts. And I 
want to demonstrate to you that, in your mind at the time, you 
very well understood the pivotal difference here that moved Sulli- 
van and moved Lasater into the top rank was friendship with Bill 
Clinton. 

Mr. Drake. I don’t deny that that existed at all. 

Mr. CHERTOFF. And in truth and in fact, when this police radio 
contract was issued, Raney and Hutton came to Lasater for the 
reason that Lasater was seen as a friend of Governor Clinton. 

Mr. Drake. I don’t deny that. 

Mr. Chertoff. That is exactly the reason why it happened. 

Mr. Drake. Exactly. 

Mr. Chertoff. You told it to Dan Lasater? 

Mr. Drake. Excuse me? 
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Mr. Chertoff. You told that to Dan Lasater? 

Mr. Drake. I'm sure I did. 

Mr. Chertoff. You said to him, “Raney has come to us because 
of your relationship with Bill.” Is that right? 

Mr. Drake. Fm sure I did. 

Mr. Chertoff. As a matter of fact, these people were very frank. 
When the people from Raney came to you, they said to you there 
were only a couple of places they could go in hooking up with some 
connected people for this contract. They could go to Sullivan or 
they could go to Stephens or they could go to you. And you said 
to the people at Raney, “Why don't you come to us? We are just 
a little company.” Right? 

Mr. Drake. I did say that. 

Mr. Chertoff. You were a little company, then; right? That's 
what you said to Raney. You said, “Why don't you come to is?” 

Mr. Drake. Well, in the context of other firms that they could 
have gone to. 

Mr. Chertoff. Right. 

Mr. Drake. Like Stephens. 

Mr. Chertoff. Right, like Stephens. 

Mr. Drake. Sure. 

Mr. Chertoff. So you said, “Why don't you come to us? We are 
a little company.” Is that right? 

Mr. Drake. Right, I did. 

Mr. Chertoff. They said to you, “We knew you. We understand 
your ability. We understand that Dan has a friendship with Bill.” 
Is that right? 

Mr. Drake. That’s what they said. 

Mr. CHERTOFF. And that Bill being Bill Clinton; right? 

Mr. Drake. That’s correct. 

Mr. CHERTOFF. In fact, you knew that Dan Lasater had a friend- 
ship with Bill Clinton? 

Mr. Drake. I knew Dan had a relationship with Bill. 

Mr. Chertoff. You knew he was a friend of Bill Clinton? 

Mr. Drake. I did know that, yes. 

Mr. Chertoff. You did know that? 

Mr. Drake. I did know that. 

Mr. Chertoff. Now is it also a fact that you understood that the 
Governor had specifically told the Arkansas Housing Authority 
that they had to cut in Lasater for 15 percent of the deals? 

Mr. Drake. I don’t know if I — did I say that in my deposition? 

Mr. Chertoff. Well, no, you didn’t say it in your deposition. 

Mr. Drake. If I did 

Mr. Chertoff. I am going to read you from the sworn testimony 
of Charles Stout. Do you remember Charles Stout? 

Mr. Drake. I do know Charlie Stout. 

Mr. Chertoff. He was the Chairman of the Housing Authority 
between 1983 and 1985; right? 

Mr. Drake. Right. 

Mr. Chertoff. He was originally appointed by Frank White and 
then he continued under Bill Clinton; right? 

Mr. Drake. I know he was appointed by Frank. I don't know if 
he continued with Bill or not. But I concede that he may have, yes. 
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Mr. Chertoff. All right. Here at page 13, he relates the follow- 
ing answer in response to this: 

Question: While you were a member of the HDA Board, did you have any inter- 
action with anyone in the Governor’s office? 

Answer: Yes, I did. 

Question: Who in the Governor’s office did you have interaction with? 

Answer: Bob Nash. 

Question: Who is Bob Nash? We had Mr. Nash here yesterday, by the way. 

Answer: He was on the Governor’s staff over there. We had selected underwriters 
for an issue, and he called over and asked me to cut in Lasater for 15 percent. I 
said, “Bob, that’s not right. The Governor’s office is not to interfere with this Agen- 
cy.” And he said, “Well, that’s the way we want it anyway.” 

You never had any wind that the Governor’s office was calling 
over to the Agency and saying, “We want to cut this guy in on the 
business?” 

Mr. Drake. I may have known about it, but I don’t recall know- 
ing about it. 

Mr. Chertoff. Now, I want to ask you about something else, be- 
cause you raised the issue of lawyers. 

Mr. Drake. Of what? 

Mr. Chertoff. Lawyers. You came up with the issue of lawyers. 

Mr. Drake. Yes. 

Mr. Chertoff. I understand that the Mitchell, Williams firm, 
that was Jim Guy Tucker’s firm; right? 

Mr. Drake. Jim Guy was a partner there. 

Mr. Chertoff. Right. Betsey Wright testified she thought they 
were doing work on behalf of the Governor’s office. And we estab- 
lished through the bills that, in fact, your firm and the Raney firm 
and the Hutton firm among you were picking up the tab for that 
work. 

Mr. Drake. That’s right. 

Mr. Chertoff. I want to show you a letter, dated August 21, 
1985, to Paul Young, signed by you. 

Mr. FEINSTEIN. What date? 

Mr. Chertoff. August 21, 1985. 

The Chairman. At the top of it, it has Lasater & Company. You 
might want to look at the monitor just as a point of reference. 

Mr. Chertoff. It says, “Dear Paul: Lasater & Company submits 
the following expenses for reimbursement on the referenced trans- 
action: Travel, entertainment, and miscellaneous, $750; Legal, or- 
ganizational, and miscellaneous, $26,500.” Now, we had testimony 
from Mr. Raney yesterday that unlike the normal bills for legal 
work, which were itemized, this was un-itemized and they refused 
to pay the $26,500. Do you remember that? 

Mr. Drake. I do. 

Mr. Chertoff. Why wasn’t this bill itemized? 

Mr. Drake. I don’t know. 

Mr. Chertoff. Is it because there really wasn’t any legal, orga- 
nizational, or miscellaneous work and you just wanted an addi- 
tional $26,500 to use for other purposes? 

Mr. Drake. No. There were legal, organizational, and miscellane- 
ous charges; and that’s why we submitted it. 

Mr. Chertoff. Why didn’t you submit backup? 

Mr. Drake. I don’t know. 

Mr. Chertoff. Well, now you know, I mean, you just told us a 
moment ago that one of the things that made the Lasater firm a 
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better, more attractive firm in this period was that you came with 
all your experience. You know in your experience that on these 
kinds of issues, the underwriter and the people who are going to 
pay the bills are going to want to see backup. They are just not 
going to roll 25 grand out on a say-so; right? 

Mr. Drake. Probably not. 

Mr. Chertoff. In fact, in your earlier bills, you had provided 
backup. You had provided the underlying legal bill for which you 
were seeking a reimbursement; right? 

Mr. Drake. I may have. I don't 

Mr. CHERTOFF. But on this bill, you didn’t put one single iota of 
detail; right? 

Mr. Drake. I don’t see anything other than this. 

Mr. Chertoff. And you had to understand that if you didn’t pro- 
vide the detail there was a risk that someone might bounce the bill 
back; is that right? 

Mr. Drake. Probably. 

The Chairman. They did. 

Mr. Chertoff. That’s right. The bill was bounced back. Did you 
go back to them and say, “All right, here’s the detail. Give us the 
money now?” 

Mr. Drake. No, I didn’t. 

Mr. Chertoff. You 

Mr. Drake. Paul told me it was too late, that they had closed the 
books. 

Mr. Chertoff. Well, that’s not what he told us. What he told us 
yesterday was that they assumed you were trying to pad the bill 
and get some extra profit, extra money for yourselves. Is that true? 

Mr. Drake. It could have been his impression, but it was not my 
recollection. 

Mr. Chertoff. Well, what was the mystery $26,500 for? 

Mr. Drake. Travel, entertainment, miscellaneous, legal, and or- 
ganizational. 

Mr. Chertoff. You couldn’t find one record, one receipt, one 
travel voucher, or one legal bill to support this? 

Mr. Drake. If there is none attached, I didn’t try. 

Mr. Chertoff. I think before I move on to the next subject, my 
time is just about up. 

The Chairman. Yes. We are going to go to Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Kravitz. 

Mr. Kravitz. Thank you, Senator. 

Mr. Chairman, as you know, Mr. Stout is scheduled to testify on 
this afternoon’s panel. We certainly are looking forward to his testi- 
mony and an opportunity to question him about the testimony that 
he gave in his deposition just last night. But just for present pur- 
poses, I think it’s helpful to put in the record some additional testi- 
mony that Mr. Stout provided during his deposition last night and 
then some related testimony from another witness who also will be 
appearing this afternoon on the second panel today. 

Late in Mr. Stout’s deposition last night, beginning at page 14, 
line 19, again referring to the telephone conversation that he testi- 
fied about having with Mr. Nash, Mr. Stout stated the following: 
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Answer: Yes, sir. He [meaning Mr. Nash] called over there about 30 minutes be- 
fore a board meeting, and I had to go in and tell the rest of the board members 
what happened. 

Question: Who were the other board members at the time? 

Answer: Well, let’s see, Mort Hardwicke. I put Mort Hardwicke on the line when 
he called over there and I let Mort listen to him. Tommy Edwards, George Wright, 
Betty Walker, and Mr. Mallard Martin. 

Presumably, those were other Board members who were present 
but not on the phone. 

Question: OK. You were in the office when he called. 

Answer: 1 was in the office with the Arkansas Housing Development Agency about 
30 minutes before the scheduled time for a regular board meeting to pass it on to 
the other underwriters. 

Question: And Mr. Hardwicke was in the room with you? 

Answer: Yeah. I think I told Mort to pick up the phone and hear this, because 
it really surprised me when Bob called over. 

Now it's interesting to note that Mr. Hardwicke, who, as I men- 
tioned, is going to be a witness on this afternoon’s panel along with 
Mr. Stout, also has given deposition testimony to this Committee. 
And beginning on page 79 of the transcript of Mr. Hardwicke’s tes- 
timony, he gave the following testimony that is directly inconsist- 
ent with Mr. Stout’s testimony that was read previously: 

Question: Did the Governor’s office ever identify a specific firm that they wanted 
to see get a certain amount of the underwriting business? 

Answer: No, sir, not to me. 

Question: Do you know if they did to anybody? 

Answer: Not that I know anything about. 

Question: So you never heard that? 

Answer: I never heard of it, no. 

Actually, I apologize. I gave an incorrect page cite before. That 
was from page 44 from Mr. Hardwicke’s deposition transcript. And 
again, Mr. Hardwicke will be testifying later today. At that time, 
we will all have a chance to ask questions, both of Mr. Hardwicke 
and of Mr. Stout about these allegations which, at least as far as 
we are aware, came forth last night for the first time after more 
than 10 years. 

Mr. Cole. 

Mr. Cole. Thank you. 

Mr. Drake, going back to the police radio financing, when I was 
discussing that with you a moment ago, you were describing the re- 
tention of the firm and then going forward with the law firm and 
then the drafting of the legislation. I have a question for you. I 
think the suggestion that has been made here clearly is that your 
firm, because of whatever relationship Mr. Lasater had with Gov- 
ernor Clinton, felt that they might have had this work sewn up. 

I would like to show you a memorandum if I could, dated April 
30, 1985. And just to put this in context, the records that we have 
indicate that the finalists for the police radio financing were se- 
lected on May 3rd and then the final contract was awarded to the 
Hutton/Raney/Lasater group on May 10th. Is that consistent with 
your recollection, sir? 

Mr. Drake. I’m sorry. Would you ask the question again? I was 
busy looking at this. 

Mr. COLE. Certainly, I would be glad to. This memorandum is 
dated April 30, 1985. 

Mr. Drake. Yes. 
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Mr. COLE. And before we get into the content of the memoran- 
dum, I wanted to place it in context in terms of time and what else 
was going on at that time. The documents and other information 
that have been provided to the Committee indicate that the final- 
ists among the firms bidding for this business, the four finalists, 
were selected on May 3rd and that the final award to the Hutton/ 
Raney/Lasater group took place on May 10th. I realize you may not 
recall the exact dates, but is that generally consistent with your 
recollection of what occurred? 

Mr. Drake. Yes. 

Mr. Cole. The reason I focus on those dates is because, as I read 
this April 30th memorandum — and take a moment to review it if 
you would like, sir. First, did you prepare this memorandum? 

Mr. Drake. Yes, I did. 

Mr. COLE. Do you think you prepared it at or about the date and 
the time that’s indicated here? 

Mr. Drake. Yes. 

Mr. Cole. April 30, 1985? 

Mr. Drake. Yes. 

Mr. Cole. As I read this memorandum, it seems to be addressed 
to Mr. Lasater, Mr. Locke, and Mr. Moudy from you discussing how 
to make your presentation to the State Police Commission at their 
Friday, May 3rd meeting, which, for the Committee’s information, 
indicates is the meeting at which the four finalists were selected. 
Is that correct? 

Mr. Drake. Yes. 

Mr. Cole. It seems to me that what this memorandum does is 
lay out in some detail how you will make your presentation or, I 
guess, what might loosely be called a sales pitch of your firm to try 
to sell the State Police Commission on why your firm or your group 
should be awarded the contract. Is that the case? 

Mr. Drake. Yes. 

Mr. COLE. So basically, this shows that you were working and 
consulting with Mr. Lasater on how to try to convince the State Po- 
lice Commission that your group should get the final contract? 

Mr. Drake. Yes. I think this was a heads-up to Dan and George 
and to Dan Moudy. 

Mr. Cole. I take it that you are familiar not only with the pro- 
posal that was submitted by the Hutton/Raney/Lasater group but 
also with the proposals that were submitted by your competitors? 

Mr. Drake. I don’t recall if I was. I may have been. I don’t know. 

Mr. Cole. Do you have a view or an opinion as to whether your 
proposal, in fact, was the best proposal for the State of Arkansas 
in economic terms? 

Mr. Drake. I believed it was. 

Mr. Cole. What do you base that conclusion on? 

Mr. Drake. My evaluation of where we were in the marketplace 
at the time and the structure we had put in place in our proposal. 

Mr. Cole. Was there something different about the structure 
that you had put in place in comparison to the other proposals? 

Mr. Drake. Yes. The fact that we had come up with an insured 
transaction which lowered the effective rate, without regard to the 
marketplace of the securities, was very instrumental in my assess- 
ment that this was a superior proposal. 
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The fact that we had come up through the good offices of our at- 
torneys and the folks at Hutton and others with an approach that 
was able to permit us to acquire this system quickly without going 
through a referendum and without having to go through the com- 
peting interests of departments trying to get a direct allocation, to 
me, was meritorious. 

Mr. COLE. Were those factors considered by the State Police 
Commission at the meetings where the bids were considered? I be- 
lieve you testified you attended the May 3rd meeting. 

Mr. Drake. Yes. But I want to make a clarification. Please don’t 
use “bid.” This was not a bid. This was a proposal. 

Mr. COLE. A proposal, yes. I understand. And are you familiar 
with the work that the members of the Commission did in review- 
ing the proposals and the comparisons they made, particularly 
Commissioner Mitchum? 

Mr. Drake. Yes. 

Mr. Cole. Do you recall what he did? 

Mr. Drake. Yes. 

Mr. Cole. What did he do? 

Mr. Drake. He told me that he was engaging the services of an 
independent actuary or he had an independent actuary or access 
to an independent actuary or someone who worked for him or he’s 
closely associated with who was going to evaluate the economics, 
the structure, the overall merits of each proposal, of each of the 
four finalists. 

Mr. Cole. Well, let me focus on what I think are perhaps the two 
most important issues that we are facing here and ask you two 
questions. The first question would be: Do you have any doubt, sit- 
ting here today and based on your years of professional experience, 
that the Hutton/Raney/Lasater bid was selected because on the 
merits it was the best bid? 

Mr. Drake. It’s my belief that it was selected because it was the 
best overall proposal. 

Mr. Cole. Let’s take it the next step forward in time in terms 
of after your group was awarded that bid. Did the Lasater group 
make a lot of money on this transaction? 

Mr. Drake. No, we didn’t. 

Mr. Cole. Why is that? 

Mr. Drake. Well, our area of expertise in securities was mort- 
gage-backed securities and government securities primarily in the 
secondary market. The deal was priced very aggressively relative 
to the market. 

Mr. Cole. And when you say, “priced very aggressively relative 
to the market,” do you mean in presenting your proposal, in put- 
ting together your proposal, you made certain assumptions about 
interest rates and other factors and priced accordingly in hopes of 
winning the business? 

Mr. Drake. Well, no. The proposal we made to the State Police 
Commission was hedged with this caveat: This is where we believe 
the transaction would come if we sold it in today’s market. 

Now it’s important to differentiate between a sealed bid where I 
say, “Here is my proposal. If I’m low, I own the securities,” and an- 
other in which we must draw documents, get a rating, get insur- 
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ance, and do an official statement. No one can predict where the 
market may go. So we gave the best estimate. 

When we brought the deal to the marketplace, it was priced in 
terms of yield and maturity very, very aggressively in an attempt 
to give the State Police Commission the best possible net interest 
cost. And we did not deviate, in my recollection, from our initial of- 
fering price. 

And while we were offering the securities at this level, the rate 
for competitive securities went to this level. As the rate went up, 
it became more and more apparent to us that we were going to 
have to buy the bonds from the Commission at its original offering 
price and we would probably lose money. 

Mr. Cole. I have no more time. But if I’m understanding what 
you are saying the bottom line is, you priced the bid aggressively 
to try to get the lowest borrowing cost for the State; and, actually, 
then, you did not make money on this deal or did not make a great 
deal of money? 

Mr. Drake. If we made any money, it was less than $25,000 or 
$30,000. 

Mr. Cole. Thank you. 

Senator Bennett. Mr. Chairman, may I ask one quick question 
on this before we leave it? 

The Chairman. Certainly. 

Senator Bennett. I apologize. But Mr. Drake, yesterday we had 
the memo written by Mike Gaines to Governor Clinton. And when 
you said this was priced very, very aggressively, you struck a cord 
in my memory. 

Betsey Wright wrote on the bottom of that memo, “Governor, we 
have a real problem here. Since street talk is that Lasater put in,” 
I don’t read her word — “unreasonably low bid hoping that it could 
be raised.” Then the Governor has written, “Lasater should be 
told,” underlined, “bid must be priced.” 

My question is, Mr. Lasater or Mr. Drake, either one of you, were 
you, in fact, told by anybody that you could not have any thought 
of raising the price once the business had come your way? 

Mr. Drake. Senator Bennett, in all deference to Betsey, whom I 
admire as a wonderful public servant, she doesn’t know beans 
about investment banking. She may have heard that we had “low 
balled.” But there was no bid. There was no bid to low ball. It was 
a proposal. 

Her concern, in my mind, was a concern of perception rather 
than reality. We submitted a proposal. We were not asked to sub- 
mit a bid nor were our competitors asked to submit a bid. 

Our proposal contained a provision for interest rates if the secu- 
rities were sold at the moment of our submission. And if you will 
look at my memo of April 30th to Dan, George, and Dan Moudy, 
which appears to be in reaction to an assertion that we had low 
balled our proposal, I make it real clear that the proposals, under- 
scored, were submitted well in advance of the financing date. It’s 
a mystery to me why Betsey would be concerned about a low-ball 
“bid” when there was no bid. 

The Chairman. Now look, don’t split the hairs. Whether it’s a bid 
or a proposal, her concern was that there was talk on the street. 
That’s not a mystery to you, because obviously you wrote a letter 
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then as it related to the proposal coming in on the low end and, 
thereafter, it would be raised. So let's not split hairs with respect 
to whether it was a bid or a proposal, all right? 

Mr. Drake. Mr. Chairman, I 

The Chairman. That’s not the essence of the Senator’s question. 

Senator Bennett. Governor Clinton has written on this memo, 
“Lasater should be told,” underlined, “bid must be priced.” My first 
question is: Was anybody told anything on this issue? 

Mr. Drake. I don’t recall ever being told by anyone that we had 
to do anything other than what we had done. 

Senator Bennett. My second observation is that while you may 
well be right, and probably are, in your description of the technical 
details of the proposal, to this layman’s mind there is a connection 
between your statement here that this was priced very aggressively 
and Betsey Wright’s concern about street talk 

Mr. Drake. Senator, my statement 

Senator Bennett. — being too low. 

Mr. Drake. My statement of pricing was during the offering, not 
at the submission level. Pricing only occurs — aggressive pricing 
only occurs by definition when securities are offered, not when a 
proposal is made. And I apologize to you if you feel like I mislead 
you on that. 

Senator Bennett. No. I’m not saying you mislead me. I’m just 
making the observation that, in my mind, when you are asked the 
question, “Was this the best proposal?” — and I will use your vocab- 
ulary, because I think it’s the correct one — and the answer was, 
“Yes, we priced it very aggressively.” I don’t find that inconsistent 
with another layman — in this case, Betsey Wright — saying we have 
a real problem here with regard to street talk. 

Mr. Drake. May I respond? 

Senator Bennett. Now it may be the specifics are different, but 
to me there is a connection between the two. 

Mr. Drake. Senator, if I am not mistaken, I responded to Mr. 
Cole’s question on did we make money on the financing. And I said, 
we priced it very aggressively. 

Senator Bennett. We could have it read back to us. But my im- 
pression was the reason — one of the reasons you thought it was ac- 
cepted was that it was priced very aggressively. If I am mistaken, 
I will stand corrected. I am often mistaken, and my friends don’t 
hesitate to correct me. 

Senator Sarbanes. Mr. Drake, you ought to clarify when you 
said aggressive pricing, did you mean the proposal you submitted 
or did you mean the price at which you subsequently sold the 
bonds to investors? 

Mr. Drake. The latter and not the former. 

Senator Bennett. All right. I have nothing further, Mr. Chair- 
man. 

The Chairman. Senator Faircloth. 

OPENING COMMENTS OF SENATOR LAUCH FAIRCLOTH 

Senator Faircloth. Thank you, Mr. Chairman. 

Well, a question just occurs to me that we’ve danced all around. 
And Mr. Drake kept talking 
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The Chairman. We are going to take a break right after this. Go 
ahead, Senator. Excuse me. 

Senator Faircloth. Mr. Lasater, did Governor Clinton ever tell 
you that it had to be priced where it had been listed in the proposal 
as 

Mr. Lasater. No, sir. 

Senator Faircloth. — that it couldn’t be raised? 

Mr. Lasater. No, sir. 

Senator FAIRCLOTH. The Governor didn’t tell you that? 

Mr. Lasater. No, sir. 

Senator Faircloth. OK. Mr. Lasater, as you know, the Commit- 
tee has been concerned about documents that might have been in 
Vince Foster’s office the night of his death. Did Mr. Foster ever do 
legal work for you? 

Mr. Lasater. No, sir. 

Senator Faircloth. Did you know Mr. Foster? 

Mr. Lasater. I had met him. I didn’t know him. 

Senator FAIRCLOTH. He did perform work for the FDIC when 
they sued you in the Home Federal case and the First American 
case in Illinois; is that right? 

Mr. Lasater. Yes, sir. 

Senator Faircloth. Mr. Lasater, in the First American case, the 
FDIC sued you for $3.3 million. The Rose Law Firm, acting on be- 
half of the FDIC, settled it for $200,000. Ms. Clinton reviewed the 
settlement agreement. Did you think that it was unusual that Ms. 
Clinton would be hired by the government to sue you in view of 
your long relationship and close relationship with the Clintons? 

Mr. Lasater. I didn’t realize until these hearings started or pos- 
sibly during the election that Ms. Clinton had anything to do with 
the lawsuit. 

Senator Faircloth. Did you ever discuss the case with her or 
Vince Foster? 

Mr. Lasater. No, sir. 

Senator Faircloth. As far as you know, did Patsy Thomasson 
ever discuss the case with Vince Foster? 

Mr. Lasater. As far as I know, she did not. 

Senator Faircloth. Did you have any system by which the Gov- 
ernor’s office contacted you about bond business? Was there any 
system where the Governor’s office would contact you when bond 
business was going to be available? 

Mr. Lasater. No, sir. 

Senator Faircloth. You never did have a person stationed in the 
Governor’s office? 

Mr. Lasater. No, sir. 

Senator Faircloth. All right. You testified here today that you 
did not receive a pardon from Governor Clinton. Did this State ap- 
plication of pardon, as it could be characterized, allow you, for ex- 
ample, to get a license to sell securities or real estate? 

Mr. Lasater. I’m sorry. Repeat your question. 

Senator Faircloth. You stated that you did not receive a pardon 
from Governor Clinton. But yet, did this application or pardon, 
whatever it was characterized as, that you did get — I believe to buy 
a gun. 

Mr. Lasater. As a personal pardon, yes, sir. 
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Senator Faircloth. Did it allow you to get a license to sell secu- 
rities, insurance, or real estate? Did it not allow you to do that? 

Mr. Lasater. I don’t think so. The best that I recall is a felon 
in the State of Arkansas has a 10-year moratorium on selling secu- 
rities. And real estate, I’m not — I don’t know. 

Senator Faircloth. Well, did you later get a State license to get 
back into regulated businesses, insurance, real estate? You did get 
a license to get back in, didn’t you? 

Mr. Lasater. In what? 

Senator Faircloth. Into the real estate and securities business. 

Mr. Lasater. I don’t remember or recall ever having any per- 
sonal license to sell real estate or securities after my license was 
revoked. 

Senator Faircloth. Patsy Thomasson was a top aide of yours for 
a long time; is that right? 

Mr. Lasater. She was. 

Senator Faircloth. She had your power of attorney when you 
were in prison? 

Mr. Lasater. She did. 

Senator FAIRCLOTH. Ms. Thomasson was one of the persons who 
went into Vince Foster’s office the night of his death. And this has 
been a great concern to the Committee. In view of the previous tes- 
timony here, did you ever witness Ms. Thomasson doing drugs 
while she was in your company? 

Mr. Lasater. Absolutely not. 

Senator Faircloth. Did she ever see other people doing them? 

Mr. Lasater. Not that I’m aware of. 

Senator Faircloth. Mr. Drake, did you leave the Lasater firm 
because of its reputation for drug dealings and use? 

Mr. Drake. Partially. 

Senator Faircloth. Did you use drugs while you were there? 

Mr. Drake. I did. 

Senator FAIRCLOTH. This is an important question. Did you ever 
see or have knowledge that drugs were used in the presence of 
Patsy Thomasson? 

Mr. Drake. Never. 

Senator Faircloth. Mr. Drake, did you know that in 1994, Mr. 
Lasater and Patsy Thomasson travelled to Belize, a South Amer- 
ican country. Did you know that they went? 

Mr. Drake. When, Senator? 

Senator Faircloth. Well, in 1994. 

Senator Sarbanes. Mr. Chairman, how 

Senator Faircloth. In 1984. 

Senator Sarbanes. Now let me 

Senator FAIRCLOTH. 1984. 

Senator SARBANES. Mr. Chairman, how far afield are we going to 
go here in this question? 

The Chairman. I am going to let the Senator have some latitude. 

Senator Sarbanes. He’s taking an awful lot of latitude, I think. 

The Chairman. I don’t think so. 

Senator Faircloth. I don’t think so either. 

The Chairman. No. 

Senator Faircloth. Mr. Drake, did you know that in 1984 that 
Mr. Lasater and Patsy Thomasson travelled to Belize? 
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Mr. Drake. Yes, sir. 

Senator Faircloth. Did you tell the police in Arkansas that you 
heard that this trip was to buy drugs? 

Mr. Drake. No, sir, I don’t believe I did. 

Senator Faircloth. On page 2 of the testimony you have before 
you, it says: “In 1984, Jim Alexander, Chuck Berry, Patsy Thomas- 
son and Dan Lasater flew in Dan’s jet to Belize to allegedly buy 
a cattle ranch. Michael Drake says he later heard around the office 
that it was also a trip to buy cocaine.” 

Mr. Drake. Senator, this is someone else’s memo. This is not 
mine. I don’t recall ever saying that to anybody. 

Senator FAIRCLOTH. You did not say that? 

Mr. Drake. I don’t recall saying that, no. 

Senator Faircloth. Well, on alot of things we ask. But here is 
a question that has been to my office a number of times. An anony- 
mous caller alleged that you had given Governor Clinton $50,000 
presumably after the radio contract. Did you ever give him the 
money, $50,000 or close to? And could there possibly be any connec- 
tion that you were trying to collect the other $26,000 back in this 
bill we looked at here awhile ago? 

Mr. Drake. No and no. 

Senator Sarbanes. Mr. Chairman, is this hearing going to dete- 
riorate to the point where we are going to present questions on the 
basis of anonymous callers? 

The Chairman. The Senator raised the question. The witness an- 
swered it. 

Senator Sarbanes. I know. I allowed the witness to answer be- 
cause it seemed to me a preposterous question. I make my point 
after the fact. 

The Chairman. Sure. 

Senator Sarbanes. Are we going to run a set of hearings here 
where just an anonymous phone call into an office is going to lead 
to a line of questions? 

Senator Faircloth. Several anonymous calls into the office. 

Senator Sarbanes. Well 

Senator Faircloth. But I’m going back to Mr. Lasater. 

The Chairman. Go ahead. 

Senator Faircloth. Why did you hire Roger Clinton, the Gov- 
ernor’s brother? 

Mr. Lasater. I’m sorry. Repeat your question. 

Senator Faircloth. Why did you hire Roger Clinton, the Gov- 
ernor’s brother? 

Mr. Lasater. Because I was asked to. 

Senator Faircloth. By whom? 

Mr. Lasater. By Governor Clinton. 

Senator Faircloth. The Governor asked you to hire his brother. 
What did he do for you? 

Mr. Lasater. He was a stable hand at my farm in Florida. 

Senator Faircloth. In 3 years, from 1983 to 1986, you received 
$664 million in State bond contracts. Did you not think and believe 
that your connection to Roger Clinton and him being the brother 
of Governor Clinton, do you think that had anything to do with you 
getting the bond business? 

Mr. Lasater. No, sir. 
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Senator Faircloth. No connection? You didn’t think that hiring 
the Governor’s brother would help you to curry favor and friend- 
ship with the Governor and get bond business? 

Mr. Lasater. I don’t think hiring the Governor’s brother for $3 
an hour to muck stalls at a farm in Florida would get me any busi- 
ness, no. 

Senator Faircloth. Mr. Lasater, how many airplanes did you at 
one time own? At any one given time, what number did you own? 

Mr. Lasater. Do you mean the most I ever owned at any one 
time? 

Senator Faircloth. Yes. 

Mr. Lasater. I think it was three. 

Senator Faircloth. How many times would you estimate that 
the Governor flew on planes that you or your company owned or 
you had control of? 

Mr. Lasater. I would guess two or three, four maybe. 

Senator Faircloth. Did you think that this kind of favor for the 
Governor, helped the bond business? 

Mr. Lasater. I never really considered it. No, I don’t think it did. 

Senator FAIRCLOTH. Why would you be hauling the Governor 
around if it wasn’t going to? 

Mr. Lasater. It was the thing to do. I mean, other corporate 

Senator FAIRCLOTH. What do you mean, it was the thing to do? 

Mr. Lasater. Other corporate citizens in Arkansas provided air- 
craft for the Governor. 

Senator Faircloth. Just everybody that had jets in Arkansas let 
the Governor fly? 

Mr. Lasater. I didn’t say that. 

Senator Faircloth. What other companies provided jets to the 
Governor? 

Mr. Lasater. Stephens provided airplanes. I’m not sure who else 
did, but I heard Arkla and other corporate citizens of Arkansas. 

Senator Faircloth. That was pretty much a standard pattern in 
Arkansas, to provide a jet for the Governor? 

Mr. Lasater. If the Governor called and wanted to use our air- 
plane, you know, we let him use it. 

Senator Faircloth. Did the State not have one? 

Mr. Lasater. I don’t think so. But we also used our airplane for 
other activities. We let the University of Arkansas use it. We used 
it for the benefit of the City of Little Rock. It wasn’t just Governor 
Clinton that took advantage of the airplanes. 

Senator Faircloth. That’s all, Mr. Chairman. But it sounds like 
a bad way to do business. 

Mr. Feinstein. Mr. Chairman, with your permission. 

The Chairman. Yes. 

Mr. Feinstein. Mr. Drake would like to 

The Chairman. Yes. We are going to take a 5-minute break. OK? 

Mr. Feinstein. Mr. Drake wanted to add something on the last 
line of questions about the airplane. 

The Chairman. Oh, certainly. Go ahead, Mr. Drake. 

Mr. Drake. Thank you, sir. 

The Chairman. Now remember, when you start talking about 
this, you know, you invite the joiner. Do you want to talk about the 
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airplane? I suggest you take a break and think about it. When you 
come back, you can say whatever you want. 

Let’s take a 5-minute break. 

[Recess.] 

The Chairman. Now, Mr. Drake, before we start, if you want to 
add something about the airplane, I don’t want to cut you off. So 
it’s up to you. 

Mr. Drake. Well, I just wanted to make a point, Senator. 

The Chairman. Sure. 

Mr. Drake. In Arkansas, we have something called the Razor- 
back Air Force. 

The Chairman. Yeah. 

Mr. Drake. When I was at Stephens, I noted that the corporate 
planes owned by various corporations around Arkansas were made 
available to the Athlete Department, to the Governor 

The Chairman. It is not uncommon, let the record note, for the 
use of airplanes to accommodate officials, et cetera. And in those 
cases where they have to be reimbursed, they are reimbursed, and 
to be used for other institutions, educational, et cetera. So we note 
that for the record. We understand that. 

Mr. Drake. Thank you. 

Mr. Feinstein. Thank you, Senator. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Let me ask you, Mr. Drake, was there a practice at Lasater & 
Company to deduct on a mandatory basis money from the commis- 
sions that salesmen got as compulsory campaign contributions? 

Mr. Drake. As what, sir? 

Mr. CHERTOFF. Compulsory campaign contributions. 

Mr. Drake. I don’t recall compulsory, no. 

Mr. Chertoff. Well, let me take the word “compulsory” out. Was 
there a practice of deducting from sales commission checks an 
amount for campaign contributions? 

Mr. Drake. If the employee wished to make a contribution in the 
midst of a business day, it was not uncommon for that to occur. 

Mr. Chertoff. So was it something that the employee initiated 
or was it something that was initiated for the employee unless the 
employee raised an objection? 

Mr. Drake. I can only speak from my experience. And it was — 
it was at the employee’s discretion. 

Mr. Chertoff. Well, Mr. Lasater, let me ask you, since it was 
your firm. Did they take money out of sales commissions for con- 
tributions? 

Mr. Lasater. We have, yes. 

Mr. Chertoff. Were sales people told that they were expected 
to kick in because they were getting benefits from the bond issues? 

Mr. Lasater. No, sir. 

Mr. Chertoff. Were people told that they didn’t have a choice 
about giving the contributions? 

Mr. Lasater. No, sir, they were not. 

Mr. Chertoff. Were people told that they had to raise money for 
Clinton and that’s why the deductions were being made? 

Mr. Lasater. Repeat that question. 
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Mr. Chertoff. Were people told that the firm had to raise 
money for Governor Clinton and that’s why deductions were being 
made from the commission checks? 

Mr. Lasater. No, sir. 

Mr. Chertoff. Would you agree with me that compelling people 
to make campaign contributions or pressuring them to make cam- 
paign contributions is inappropriate? 

Mr. Lasater. I don’t know that. 

Mr. Chertoff. You don’t. You think it’s OK 

Mr. Lasater. I didn’t say that. 

Mr. Chertoff. — to compel people to give campaign contribu- 
tions if they are employed by you? 

Mr. Lasater. Repeat the question, the first question. 

Mr. Chertoff. All right. Is it right or wrong to require employ- 
ees to make political contributions, whether they want to or not? 

Mr. Lasater. I don’t have an opinion on that. I don’t think it 
would be right, though. 

Mr. CHERTOFF. Is it right or wrong to make somebody who is an 
employee give a mandatory political contribution? 

Mr. Lasater. I think that would be wrong. 

Mr. Chertoff. Did you ever do that? 

Mr. Lasater. No, sir. 

Mr. Chertoff. Did anyone in your firm ever do that? 

Mr. Lasater. Not that I’m aware of. 

Mr. Chertoff. And just to make sure that we are clear on the 
record from you, Mr. Drake, are you aware of any cash for any pur- 
pose being given directly or indirectly to anybody in the Governor’s 
office? 

Mr. Drake. No, sir, I’m not. 

Mr. Chertoff. Now, I want to go back to a little bit of this testi- 
mony to kind of make sure we are clear on the record concerning 
this statement you made that when you left the Lasater firm you 
did so, in part, because of the reputation the firm had for cocaine 
abuse. When did you leave the Lasater firm? 

Mr. Drake. I don’t recall exactly. In the mid-1980’s. 

Mr. Chertoff. What year? 

Mr. Drake. 1986, 1987, it could be. I don’t recall exactly. 

Mr. Chertoff. And at the time you left, one of the consider- 
ations you have indicated was that there was a reputation in the 
community that the firm had for abusing cocaine? 

Mr. Drake. Yes, as well as my own abuse. 

Mr. Chertoff. Now going back again to February 1985, Mr. 
Lasater, which is right in the middle of this activity where you 
have your meeting with the Governor, there’s the February 15th 
letter written, there’s the police radio contract coming upon the ho- 
rizon, questions were raised about the extent to which it was 
known or understood that you and your firm had a cocaine issue. 
There was a trial going on of Mr. Anderson in February; correct? 

Mr. Lasater. I don’t know the date of that trial. 

Mr. Chertoff. I will tell you. 

Mr. Lasater. I will take your word for it. 

Mr. Chertoff. You remember the trial? 

Mr. Lasater. Yes, I do. 

Mr. Chertoff. Your name came up in the trial. 
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Mr. Lasater. I seem to sort of remember that, but I — you know, 
I don’t know for sure. 

Mr. Chertoff. Well, I imagine it would be a matter of concern 
to a person who is a bond dealer, whose reputation for integrity 
presumably is of some importance in terms of your work, to be 
aware whether in Federal Court people are making accusations of 
connections with narcotics activity; right? It would be a matter of 
some interest to you? 

Mr. Lasater. Yes. 

Mr. Chertoff. Do you recall testimony by Mr. Anderson, who 
was a defendant in the case, that he had been told by Roger Clin- 
ton that the State Police were interested in having Mr. Anderson 
target three people in an undercover operation — Mr. Clinton’s drug 
supplier, Anderson and Lasater, that being you? 

Mr. Lasater. I don’t recall that, no. 

Mr. Chertoff. Let me refresh your memory. It is from an Ar- 
kansas Gazette article, dated February 28, 1985. This is Mr. An- 
derson’s testimony being cited here. It’s DKSN 17635. “Anderson 
said Clinton told him” — that’s Roger Clinton — “that he had been 
approached by State Police investigators and that he was Very, 
very frightened — totally frightened to death.’ He said Clinton in- 
formed him that the investigators wanted to Vet up’ three people — 
Clinton’s drug supplier, Anderson and Lasater.” Now that was tes- 
timony in the trial. Is it your testimony that this did not come to 
your attention? 

Mr. Feinstein. We just need a moment to catch up with you. We 
are looking for the article. 

Mr. CHERTOFF. Sure. It has got a headline 

Mr. Feinstein. We have it. He just needs to read it. 

Mr. Chertoff. OK. 

Mr. Feinstein. Thank you. 

Mr. Chertoff. I will read it with you again: “Anderson said 
Clinton told him that he had been approached by State Police in- 
vestigators and that he was Very, very frightened — totally fright- 
ened to death.’ He said Clinton informed him that the investigators 
wanted to Vet up’ three people — Clinton’s drug supplier, Anderson 
and Lasater.” 

Mr. Lasater. Yes, I see that. 

Mr. Chertoff. Do you remember that testimony? 

Mr. Lasater. No, I really don’t. 

Mr. Chertoff. Let me ask you — I mean, because obviously you 
had some degree of involvement in certainly facilitating Roger Clin- 
ton’s problem with drugs in the early 1980’s. Did you ever wonder 
if the Governor was going to take it out on you, that he was going 
to get angry at you for it? 

Mr. Lasater. You know, I had a serious drug problem at the 
time. And you know, I wasn’t really making good judgment calls 
at that time or I wouldn’t have been using cocaine in the first 
place. So 

Mr. CHERTOFF. Well, that goes without saying. But you were ca- 
pable of exercising enough judgment to be the principal in a bond 
underwriting business; right? 

Mr. Lasater. Yes, sir. 


2638 


Mr. Chertoff. And do you have any question in your mind 
about whether on a day-to-day basis you were behaving so errati- 
cally that people could tell that you were somehow not functioning 
properly? 

Mr. Lasater. No, I don’t think that I was behaving out of line 
too bad. 

Mr. Chertoff. Certainly when you met with Governor Clinton 
on however many occasions, do you recall any times he said to you, 
Dan, you have a problem of some kind. You’re acting strangely? 

Mr. Lasater. I don’t recall that. 

Mr. Chertoff. Now, you were asked, Mr. Drake, about this trip 
to Belize. I take it, Mr. Lasater, there was a trip to Belize; right? 

Mr. Lasater. Yes, sir. 

Mr. Chertoff. And you were on the trip? 

Mr. Lasater. I was. 

Mr. Chertoff. Ms. Thomasson was on the trip? 

Mr. Lasater. She was. 

Mr. Chertoff. You were read a portion of a Report of Interview 
that an Arkansas investigator recorded in 1986, Mr. Drake. Why 
don’t you get that in front of you? 

Mr. Feinstein. Do you want Mr. Lasater to look at it or Mr. 
Drake? 

Mr. Chertoff. Mr. Drake. Mr. Lasater can look at it, too. 

Mr. Drake. I have it. 

Mr. Chertoff. Mr. Drake, on page 2, you were — the investigator 
recorded his interview — I don’t mean recorded on a tape. I mean, 
he made a record 

Mr. Drake. Correct. 

Mr. Chertoff. — of his interview with you. which attributes to 
you, “Michael Drake says he later heard around the office that it 
was also a trip to buy cocaine.” Now, my question to you, Mr. 
Drake, is you previously testified that you are not denying the ac- 
curacy of the investigator’s report as it was prepared in 1986, you 
know, roughly contemporaneously with the interview. You said you 
didn’t recall it. Now is it your testimony here that you deny saying 
this to the investigator? 

Mr. Drake. No, I don’t deny it. 

Mr. Chertoff. So again, you are in the same position. I mean, 
you don’t remember it, but you are not in a position to deny that 
the investigator was accurately recording the information you were 
giving him at the time? 

Mr. Drake. That’s correct. 

Mr. Chertoff. In fact, we know from you, Mr. Lasater, that you, 
in fact, did take this trip to Belize. 

Mr. Lasater. I did. 

Mr. Chertoff. What was the reason for this trip? 

Mr. Lasater. There was a 12,000 acre cattle ranch that was 
shown to us by a man by the name of Carver, I think it was, or 
Garver or something, out of Oklahoma. And we went — that was at 
a point in time I had just sold out of the horse business and I had 
a lot of cash and I was looking at different investments. 

Mr. Chertoff. OK. You went down with a guy named Jim Alex- 
ander? 

Mr. Lasater. Yes. 
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Mr. Chertoff. And he was walking around with a night scope 
or something, one of these things you can use to see in the dark 
at night? 

Mr. Lasater. Right. 

Mr. Chertoff. I mean, that really happened. You are acknowl- 
edging that? 

Mr. Lasater. Well, that’s what I was told happened. I know in — 
it was either in New Orleans or in Little Rock. 

Mr. Chertoff. Did you have a problem with customs on your 
way back? 

Mr. Lasater. Well, that’s what I was just talking about. Either 
in Little Rock or New Orleans, I think it was, that they asked Mr. 
Alexander to step outside and they visited with him. And he had 
something like night vision or I don’t know what he had. 

Mr. Chertoff. Did you have any idea why customs would have 
been interested in talking to one of the passengers on your plane? 

Mr. Lasater. No, sir. 

Mr. Chertoff. And did they search your plane? 

Mr. Lasater. I’m sorry? 

Mr. Chertoff. Did they search your plane? 

Mr. Lasater. I can’t recall if they did or not. I really don’t think 
they did. 

Mr. Chertoff. Did you try to get some kind of a special permit 
or something from the FAA at one point that allows you to kind 
of fly in and out of the country without stopping at a designated, 
you know, border or entry point? 

Mr. Lasater. Yes. When we were flying to Canada alot, we 
asked for special permission to go through customs at Little Rock 
rather than wherever the stop over would have been, maybe Chi- 
cago or Detroit or something. 

Mr. Chertoff. Did you get that? 

Mr. Lasater. I don’t think so. I don’t recall ever getting it. 

Mr. Chertoff. I am going to ask you for the record, is it your 
testimony that contrary to what Mr. Drake evidently told the in- 
vestigator was the talk in the office in 1986, is it your testimony 
that in 1984 this trip down to Belize with the guy with the night 
goggles to look at property had nothing to do with drugs? 

Mr. Lasater. That’s absolutely correct. 

Mr. Chertoff. Were you guys using drugs on the plane when 
you went down? 

Mr. Lasater. No, sir, we were not. 

Mr. Chertoff. By the way, did this fellow, Jim Alexander, also 
make some comment about taking the local land commissioner out 
or killing him or something like that? 

Mr. Lasater. Do what now? 

Mr. Chertoff. Did this guy, Jim Alexander, you flew down with, 
did he make some kind of a comment that it might be a good idea 
to take one of the local land commissioners out to get rid of him 
in some way? 

Mr. Lasater. There was the statement, something like that, 
made at dinner. 

Mr. Chertoff. Dinner with who? 

Mr. Lasater. We were with a group of local government people 
and my people. 
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Mr. CHERTOFF. What did Mr. Alexander say? 

Mr. Lasater. He said something to the effect that we just need 
to take him out. 

Mr. CHERTOFF. “Him” being some local official? 

Mr. Lasater. Right. 

Mr. CHERTOFF. Take him out, you understood, to be to kill him? 
Mr. Lasater. That was my interpretation. I got up and left the 
table immediately. 

Mr. CHERTOFF. Did Mr. Alexander fly back with you on the 

Mr. Lasater. He did. 

Mr. CHERTOFF. By the way, was this FAA permit, you said it was 
for Canada? Didn’t you also try to get a permit to allow you to 
make your entry at Little Rock for trips south of the 30th parallel? 
Mr. Lasater. I don’t recall that. 

Mr. Chertoff. That would be Latin America? 

Mr. Lasater. But I am not going to dispute it. 

Mr. Chertoff. That would be for Latin America? 

Mr. Lasater. I don’t recall that. 

Mr. Chertoff. Would you make 

Mr. Lasater. I can’t — I think that was the only time that I took 
my plane out of the country south. 

Mr. Chertoff. To Belize? 

Mr. Lasater. I think so. 

Mr. Chertoff. You didn’t make any other trips in the plane to 
Latin America? 

Mr. Lasater. I can’t recall any right now. 

Mr. Chertoff. You had a fair amount of contact with Governor 
Clinton during the early 1980’s; isn’t that correct? 

Mr. Lasater. A fair amount. 

Mr. CHERTOFF. You were out at the Mansion a number of times? 
Mr. Lasater. I can recall being at the Mansion once, maybe 
twice. 

Mr. Chertoff. Do you dispute that you were — putting aside how 
many times you specifically recall being at the Mansion, do you dis- 
pute being at the Mansion on a number of occasions? 

Mr. Lasater. Yes, I do. 

Mr. Chertoff. It didn’t happen? 

Mr. Lasater. It didn’t happen. 

Mr. Chertoff. Did you ever come to the Mansion and go in 
through the back door, through the kitchen? 

Mr. Lasater. I can’t ever recall going through the back door. 

Mr. Chertoff. Did Mr. Clinton come visit you at the office? 

Mr. Lasater. Possibly one time. 

Mr. Chertoff. Just one time? 

Mr. Lasater. Possibly two. 

Mr. Chertoff. Well, let we ask 

Mr. Lasater. He certainly wasn’t a frequent visitor. 

Mr. Chertoff. Did you, by the way, take a trip with the Gov- 
ernor to the Kentucky Derby in 1983? 

Mr. Lasater. I don’t think so. 

Mr. Chertoff. In the airplane? 

Mr. Lasater. I’m sorry? 

Mr. Chertoff. In the airplane? 

Mr. Lasater. I don’t think so. 
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Mr. Chertoff. Getting back to the Mansion, would you agree 
with me that you, in fact, were probably at the Mansion about a 
half a dozen times? 

Mr. Lasater. No. 

Mr. Chertoff. If there were testimony — well, let me see if I 
can — you are positively denying it or you are simply saying you 
don’t remember? 

Mr. Lasater. And I do not remember ever being there that many 
times. 

Mr. Chertoff. I am going to read to you from the deposition of 
a man named Barry Spivey. Do you know who Barry Spivey is? 

Mr. Lasater. No. 

Mr. CHERTOFF. He is a trooper, I guess, who was on the Gov- 
ernor’s Security Detail for a period of time in the 1980’s. And I 
think there is a copy of an excerpt of that in front of you, starting 
at page 23. 

Senator Sarbanes. Is this a deposition that the Committee took? 

Mr. Chertoff. No. It’s a deposition from a civil case. 

Senator Sarbanes. Do we have a copy of it? 

Mr. Chertoff. We have given a copy of the deposition. I know 
there was a copy given at a deposition that we gave to the Demo- 
crats in a deposition yesterday, because I know Mr. O’Callaghan 
turned it over. 

Mr. Cole. In fact, Mr. Chertoff, I’ve never seen the document 
that’s on the screen there. And I notice it doesn’t have the Commit- 
tee code on it. 

Mr. Chertoff. I’m talking about a different document. 

Mr. Cole. I know. But I’m curious about the one on the screen 
that I have never seen before either. It doesn’t have the Commit- 
tee’s code. 

Senator Sarbanes. Yes, I want to ask about that one. But I will 
do it when we get our time here. 

Mr. Chertoff. If I could just have a minute to kind of get 

Mr. Feinstein. For the record, Mr. Chairman, we don’t have a 
copy of the document. 

Mr. Chertoff. Mr. Lasater, I take it you do remember that the 
Governor had troopers in the Security Detail? 

Mr. Lasater. Yes. 

Mr. Chertoff. I want to read you a portion — I see my time is 
up, so we will go through it more at length. I am simply going to 
ask you whether you accept or you deny this sworn testimony of 
this trooper? Page 23, line 13: 

Question: Do you remember Dan Lasater coming to the Mansion? 

Answer: Yes. And I remember going to Dan’s a lot. We went down there more 
than Dan came down there, I would say. 

Senator Sarbanes. Who is this testifying? 

Mr. Chertoff. This is Barry Spivey, a trooper, I guess he is a 
corporal in the troopers in Arkansas. He was in the Security Detail 
in the mid-1980’s to the Governor. 

Question: Let’s take it separate. How many times did Dan Lasater, to the best 
of your recollection, come to the Mansion while Governor Clinton was in the Man- 
sion? 

Answer: I was out there a lot of time. I didn’t live out there. 

Question: OKI On your shift, on your watch. 


2642 


Answer: I probably took Bill down there by Dan’s office. See, Butch Locke, ex-rep- 
resentative, I think, got in some legal problems and had to serve a little stint in 
the joint. Let’s see — Locke, Lasater and, Butch Locke, Dan Lasater and then 
Lasater bought them all out. 

Is that correct, by the way? Did Butch Locke go to jail? 

Mr. Lasater. Yes. 

Mr. CHERTOFF. OK. So that’s part is correct. 

The Chairman. Who is this fellow, Butch Locke? 

Mr. CHERTOFF. That’s the partner with Collins, Locke & Lasater. 

Mr. Lasater. Are you asking me that, Senator? 

The Chairman. Yes, I wanted to get a frame of reference. I don’t 
know this fellow, Butch Locke. 

Mr. Lasater. He’s a past State Senator and he was also a part- 
ner in Collins, Locke & Lasater. And he was also indicted at the 
same time I was. 

The Chairman. OK. Go ahead. 

Mr. CHERTOFF. And he is the fellow at whose bankruptcy the 
Judge made the negative finding about your credibility? 

Mr. Lasater. That’s correct. 

Mr. CHERTOFF. You testified on his behalf in the bankruptcy. 

Mr. Lasater. I’m sorry. 

Mr. CHERTOFF. You testified on his behalf in the bankruptcy; is 
that right? 

The Chairman. Go ahead. 

Mr. Lasater. I must have. You know, I must have lost my mind, 
but I 

Mr. Chertoff. All right. OK. At page 24, line 1: 

Question: Is Collins 

Answer: Yeah. And right here close was their office. We’re just almost in the same 
area. I would have to drive around to find it, but it was right here close somewhere. 
I remember a lot of times. 

I am repeating this 

I remember a lot of times taking Bill down to Dan’s office and he would jump out 
and I’d circle and wait until he come back and, or 1 would go inside and stay in 
the lobby. I never went up behind the closed doors. 

Do you disagree with that? 

Mr. Lasater. No. 

Mr. Chertoff. Do you deny that he came up to see you a lot of 
times? 

Mr. Lasater. Yes, I do. 

Mr. Chertoff. Maybe I should stop now, because 

The Chairman. Well, I’m going to 

Senator SARBANES. Go ahead. 

The Chairman. Why don’t we try to finish this? Go ahead. 

Mr. Chertoff. It says: 

Question: Let’s take the Mansion first. How many occasions did you 

Answer: Did I know personally that Dan came to the Mansion? 

Question: Yes. 

Answer : During the 

Question: During the Clinton Administration. 

Answer: I probably saw him, just like you said — on my watch and up until 1984, 
I probably saw Dan half a dozen times at least. And I’m going to say that 1 took 
him by his office even more than that, just me personally. 

Do you agree or disagree with that statement? 

Mr. Lasater. I disagree with that. 

Mr. Chertoff. [Continuing:] 
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Question: When he came 

Answer: I’m going to say maybe half a dozen times, and it could have been any- 
where from two to ten. We’re just kind of splitting the difference. I know it was 
more than once and it could have been considerably more than even one and I don’t 
know how much more. You know, I didn’t pay any attention to that sort of thing 
then. You know, it was 10, 12, 15 years ago and Dan was just Dan. 

I remember his car and I remember his face. I knew him personally. 

Did you know Barry Spivey personally? 

Mr. Lasater. No. I don't recall who he is at all. 

Mr. Chertoff. Did you ever make chit-chat with the Governor's 
troopers, be polite, be pleasant? 

Mr. Lasater. Anytime I would see anyone like that, I would al- 
ways say hello whether I knew them or not. 

Mr. Chertoff. Now: 

I knew who he was because of his horse racing. I went to Oaklawn a lot. That’s 
how I got to know Dan, was through the thoroughbred stuff over there. Even before 
Clinton was Governor, I knew of Dan Lasater. We weren’t acquaintances. I knew 
him — he didn’t know me 

He admits that you didn't know him. 

— through his horse racing. 

Question: What kind of car did he drive into the Mansion? 

Answer: It seemed to me like he would come in in a vehicle similar to what we 
would drive the Governor in — a leased vehicle, either a Lincoln-type vehicle — you 
know, a luxury car. 

Is that what you used to drive back then, a Lincoln or a luxury- 
type of car? 

Mr. Lasater. For a short period of time, I had a Lincoln lim- 
ousine, maybe for 6 months or 8 months or so. 

Mr. Chertoff. What else did you drive? 

Mr. Lasater. A Mercedes most of the time. 

Mr. Chertoff. OK. 

Question: Would you happen to remember the license plate? 

Answer: Oh, Lord, no. 

Question: And was Dan Lasater logged in when he came in? 

Answer : You know, some of us — there was a big turnover here, during Bill’s ad- 
ministration, in security and I’d rather not go into why. It gets into personalities 
and stuff. There was a big turnover and a lot of the guys got to stay there longer. 
1 was there 5 years, which is considered a long time. You burn out or get run off 
before then. 

A lot of us knew some people and just didn’t pay as much attention to them as 
some of the guys. I probably personally wouldn’t log Dan in because I knew that 
he and Bill were friends, that they visited socially. I had flown on his plane. 

Did troopers ever fly on your plane with Governor Clinton? 

Mr. Lasater. I don't know. I have never been on the plane with 
Governor Clinton, so I don't know who was on the plane with him. 

Mr. CHERTOFF. You have never been on the plane with Governor 
Clinton? 

Mr. Lasater. No. I have been on the plane with Roger Clinton 
but not Governor Clinton. 

Mr. Chertoff. [Continuing:] 

I had flown on his plane. I knew that Bill spent a lot of time at Dan’s office, and 
that Dan spent time at the Mansion. 

Again, you dispute that sworn testimony? 

Mr. Lasater. I'm sorry. I wasn’t paying attention. 

Mr. Chertoff. “I knew that Bill spent a lot of time at Dan’s of- 
fice, and that Dan spent time at the Mansion.” 

Mr. Lasater. Yes, I dispute 

Mr. Chertoff. You dispute that? 
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Mr. Lasater. I dispute that. 

Mr. CHERTOFF. [Continuing:] 

So I personally wouldn’t log him in because it wasn’t significant. It had no bearing 
on anything other than maybe it was just a personal, personal visit. 

Question: Let me ask you this: On what sort of occasions would Dan Lasater 
come? Would there be official functions, scheduled appointments, or casual visits? 

Answer: There would be drop-ins, drop, you know, Bill had, we could monitor — 
sitting out in the guard shack, we could monitor. 

I think I will go another page. I am not going to go on indefi- 
nitely, just so we get it clear that, you know, we have this and you 
are going to give us your version. 

There would be drop-ins, drop, you know, Bill had, we could monitor — sitting out 
in the guard shack, we could monitor. We monitored every phone call with the ex- 
ception Bill had a private line that wouldn’t light up out there. On our phone, we 
had six numbers and if anybody on the Mansion grounds was talking, a light would 
be lit up for — but Bill had a private line that we had, did not have access to, did 
not know the number, did not want to know it. 

He could have been up there talking all day long to someone, and we wouldn’t 
have knowledge about it. 

OK. I will skip over the phone stuff unless anyone thinks that 
I’m being 

The Chairman. No, go ahead. 

Mr. CHERTOFF. And move to page 27, line 10: 

Question: All right. Can you tell me what sort of occasions Dan Lasater came to 
the Mansion for? 

Answer: Well, he dropped in, but now I’m not saying Bill didn’t call him on his 
private line or have maybe us to call him and have him come by where it would 
be just him by himself. And he would also come for public functions, not public but 
official functions. And he would also come by himself and he would, where it ap- 
peared to me, the best I recall, would be just kind of off-the-cuff, drop-in things or 
in and out, you know.” 

Is that true or false? 

Mr. Lasater. That’s false. 

Mr. CHERTOFF. [Continuing:] 

I don’t recall any overnight stays or anything particularly outstanding about any 
of Dan’s visits. You know, he was, he — I didn’t pay much attention because he, there 
wasn’t any reason to. 

Question: And would he come at random times during the day and night or were 
they just day visits? 

Answer: I can’t say. You know, it could have been both. 

Question: Uh-huh. 

Answer: Day, night, weekends, all day. It didn’t, he came when he wanted to. 

Question: OK. 

Answer: We didn’t stop him. We knew better. I knew better. Some of the guys, 
like I said, they were new, you know. There were people that were there very long, 
you learned who to intercept and who not to intercept. 

And then I will just close with the following passage at the bot- 
tom of page 28, line 18: 

Question: So Dan Lasater, in your view, or at least on your watch, was one of the 
ones that just got waved on? 

Answer: He did on my, like you said, on my watch, because I knew Dan. I knew 
his face, what he drove. I knew his relationship with the Governor was personal and 
professional and private or whatever it was, on every level. And he — I don’t know — 
I can’t speak for anybody but myself. 

Mr. Lasater. The Lincoln Mercury or Lincoln that he talked 
about — — 

Mr. CHERTOFF. Yeah. 

Mr. Lasater. — I have never driven that car in my life. That was 
a limousine, and I had a driver at the time that drove that car. 
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Mr. Chertoff. Well, but you do acknowledge that he’s correct in 
identifying you had been either personally driving or being driven 
in a Lincoln-type car? 

Mr. Lasater. I have been, yes. 

Mr. Chertoff. Now, you deny his testimony about the quality 
and nature of your relationship with the Governor? 

Mr. Lasater. Yes, sir, I do. 

Mr. Chertoff. On these issues of recommendations for particu- 
lar appointments, did you have personal conversations or did the 
Governor call you up and check with you on recommendations? 

Mr. Lasater. No. 

Mr. Chertoff. Well, I’m going to put up for my last portion of 
this segment DK 

Mr. Lasater. I don’t recall — I don’t recall that. 

Mr. Chertoff. Well, I will stimulate your memory. 

Mr. Lasater. OK. 

Mr. Chertoff. DKSN 27453. It is a message pad from the Gov- 
ernor’s Mansion. It says: “Message for,” and it begins for BC. And 
you can see the handwriting in the “Message” and the “BC” is the 
same pen and the same handwriting. It says: “For BC from Dan 
Lasater, Number 376-0069.” Was that your number at the time? 

Mr. Lasater. Yes, it was. 

Mr. Chertoff. It says: “Linda Trent appointment to Arkansas 
Housing Development Agency. Please call Dan this a.m.” Then we 
see, again, the Governor’s characteristic checkmark. The hand- 
writing is the same ink as the checkmark. It says and there are 
initials of people that he is passing the message on to. Then it says, 
in the Governor’s own hand, a note: “He’s for her.” Now remember 
the Governor calling you to verify that you were for Linda Trent? 

Mr. Lasater. No, I don’t recall that. 

Mr. CHERTOFF. Do you have reason to believe that when the Gov- 
ernor wrote, “He’s for her,” in response to this message that he call 
you back, do you have reason to doubt that he, in fact, called you 
back and asked you for your opinion? 

Mr. Lasater. No, I don’t dispute that. 

Mr. Chertoff. Pardon? 

Mr. Lasater. I do not dispute that. 

Mr. Chertoff. All right. Do you know whether Linda Trent got 
appointed to the Housing Development Agency? 

Mr. Lasater. No, I do not. 

Mr. Chertoff. I think this is a good time to stop, Mr. Chairman. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. How much more time does he need? 

The Chairman. You mean, in terms of 

Senator Sarbanes. To finish up here? 

The Chairman. About 45 minutes. Why don’t I suggest 

Senator Sarbanes. There is going to be a vote at 2:00 p.m. Why 
don’t we continue 

The Chairman. Is there really going to be a vote at 2:00 p.m.? 

Senator Sarbanes. Apparently. 

The Chairman. Well, then why don’t I 

Senator Sarbanes. Why don’t we finish up this panel before the 
votes? Then, we can do the others after the votes. 

The Chairman. Well, if you want to try. 
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Senator Sarbanes. Yes. Could I ask a question about this? Fm 
not clear whose statement this is that is being quoted from. 

Mr. Chertoff. It’s a deposition, Mr. Chairman, in the case called 
Reed vs. Young. 

Senator SARBANES. No, no. I have that. The other statement. 

Mr. Chertoff. It’s Barry Spivey. 

Senator Sarbanes. The other statement, the other statement. 

Mr. Chertoff. Oh, I think Mr. Drake testified that he had given 
an interview to an investigator in Arkansas. This is the Arkansas 
investigator's report. 

Senator Sarbanes. Who is that? 

Mr. Chertoff. A man by the name of DeLaughter, D-e-L-a-u-g- 
h-t-e-r. Is that right, Mr. Drake? 

Mr. Drake. That's correct, yes, sir. 

Senator Sarbanes. Now, I am not quite clear where this came 
from. If I could ask, I mean, we don’t have a copy of this and it's 
not Committee marked. 

Mr. Chertoff. I thought, Mr. Chairman, we had given copies. 

Senator SARBANES. Just now. But it's not part of the Committee's 
records and I'm curious as to where it came from. 

Mr. Chertoff. I received it from a staff member who got it from 
I know not where. In preparing for the hearing today, it seemed 
to me it was relevant and worth asking the witness about. 

The Chairman. Well, let's ask 

Mr. Chertoff. And the witness has authenticated it. 

Senator SARBANES. Well, let's ask where it came from. 

The Chairman. If I could, let us ascertain for the record when 
and where the investigator was sworn and at what time. And we 
will do that. 

Senator Sarbanes. And how it came to the Committee. 

Mr. Chertoff. I don't think it's a sworn statement. I think it ap- 
pears to be similar to the way the FBI does reports of interviews 
and they put it in the file. It appears to be a report of interview 
that's in an investigative file. And I guess, Mr. Drake, you can bear 
out that you remember being interviewed as part of a State Law 
Enforcement Investigation? 

Mr. Drake. Right. 

The Chairman. I'm going to ask that we not waste a great deal 
of time at this point but that we attempt to ascertain from where 
that interview took place. And if Counsel agrees, we will depose the 
witness, the trooper, if they feel that's necessary. 

Senator Sarbanes. Well, Mr. Chairman, I am interested in this, 
because it seems to run very counter to our procedures. And I 
would like to know what the sequence was here. So I appreciate 
the Chairman's indication that we will find out that information. 
We will yield our turn and await Mr. Chertoff's next turn. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Now are you familiar with a place called Coxper 
Farms, Mr. Lasater? 

Mr. Lasater. I'm sorry, what was the name? 

Mr. Chertoff. A Coxper Farms. 

Mr. Lasater. Coxper? 

Mr. Chertoff. Yes. 

Mr. Lasater. Coxper property, yes. 
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Mr. Chertoff. Do you own a piece of that? 

Mr. Lasater. No, I do not. 

Mr. Chertoff. Did you ever live down there on that premises? 

Mr. Lasater. I’m sorry? 

Mr. Chertoff. Have you ever lived on that property? 

Mr. Lasater. No. I have had an office there. And we have had 
a hunting lodge there. 

Mr. Chertoff. And 

Mr. Lasater. But it was both one in the same. 

Mr. Chertoff. Do you still have that? 

Mr. Lasater. That property is owned by Southeast Investments, 
which is Ken Sheeman, and my children’s trusts have an option to 
purchase a portion of that property. 

Mr. Chertoff. Now it is owned by Ken Sheeman. Who is Ken 
Sheeman? 

Mr. Lasater. He is an attorney. 

Mr. Chertoff. With what firm? 

Mr. Lasater. Everett, something, Sheeman and Mars in Fayette- 
ville, Arkansas. 

Mr. Chertoff. How long has he been with that firm? 

Mr. Lasater. Three or four months. 

Mr. Chertoff. Is he a friend of yours? 

Mr. Lasater. Yes. 

Mr. Chertoff. Where was Mr. Sheeman before 3 or 4 months 
ago when he went to this new firm? 

Mr. Lasater. He was at the Rose Law Firm. 

Mr. Chertoff. How long had he been at the Rose Law Firm? 

Mr. Lasater. I don’t know. 

Mr. Chertoff. Years? 

Mr. Lasater. I met Mr. Sheeman in 1987 or 1988. So he was at 
the Rose Law Firm at that time. 

Mr. Chertoff. Did you ever have any dealings with Madison 
Guaranty Savings & Loan? 

Mr. Lasater. Yes, sir. 

Mr. Chertoff. What were the dealings you had with Madison 
Guaranty Savings & Loan? 

Mr. Lasater. Lasater & Company had an account with them and 
sold them some securities. Also there was a time-share project that 
I owned within the holding company that sold Madison Guaranty 
$7 million in time-share paper. 

Mr. CHERTOFF. Now would you explain what that is, that trans- 
action? 

Mr. Lasater. It’s receivables. You know, if you sell a unit of time 
share, they get — there’s a mortgage. 

Mr. Chertoff. Right. 

Mr. Lasater. And you have a receivable. That’s what I’m talking 
about, those receivables. 

Mr. Chertoff. So in plain English — I mean 

The Chairman. In layman’s language. 

Mr. Chertoff. In layman’s language, a receivable is basically a 
second IOU? 

Mr. Lasater. It’s a note, yes. 
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Mr. CHERTOFF. Right. So you had these IOU’s or these notes for 
the time shares and you sold $7 million to Madison Guaranty Sav- 
ings & Loan? 

Mr. Lasater. Yes, I did. 

Mr. Chertoff. When was that? 

Mr. Lasater. Where was what? 

Mr. Chertoff. When was that? When did you do that? 

Mr. Lasater. I don’t know — 1983, 1984, 1985. No, it had been 
later than that. I would have had to have — I didn’t buy the project, 
I don’t think, until 1983. So it had to have been 1984 or 1985. 

Mr. Chertoff. It was while Jim McDougal owned the bank? 

Mr. Lasater. Yes, he did. 

Mr. Chertoff. What was the name of the project? 

Mr. Lasater. Emerald Isle. 

Mr. Chertoff. Was there someone in particular in your holding 
company that had responsibility for that project? 

Mr. Lasater. Yes. 

Mr. Chertoff. Who was that? 

Mr. Lasater. Dan Moudy. 

Mr. Chertoff. And was Patsy Thomasson involved with that 
project at all? 

Mr. Lasater. Yes, she was. 

Mr. Chertoff. What was her degree of involvement? 

Mr. Lasater. Well, later she ran the project. But that was after 
I was incarcerated and that was after the notes were sold. 

Mr. Chertoff. How did you come to sell $7 million of notes to 
Madison Guaranty Savings & Loan? 

Mr. Lasater. We did it through the investment banking firm. 

Mr. Chertoff. Which one? 

Mr. Lasater. Lasater & Company. 

Mr. Chertoff. I mean, did you solicit them to buy them or did 
they solicit you to make the purchase? 

Mr. Lasater. Lasater & Company solicited them to buy them. 

Mr. Chertoff. Now did they also open up a trading account with 
Lasater & Company? 

Mr. Lasater. Yes. 

Mr. Chertoff. When was that? 

Mr. Lasater. When? 

Mr. Chertoff. Yes. 

Mr. Lasater. I’m guessing 1983, 1984, somewhere in there. 

Mr. Chertoff. How did that come about? How did Madison 
Guaranty Savings & Loan come to open up an account with 

Mr. Lasater. A salesman just called him. 

Mr. Chertoff. Just an accident? 

Mr. Lasater. Right. Well, it’s not an accident. It was intentional. 

Mr. Chertoff. But it’s a happenstance. There is no connection 
between that and the sale of the 

Mr. Lasater. No. 

Mr. Chertoff. — time shares? 

Mr. Lasater. No. 

Mr. Chertoff. Did you seek to get assistance from Governor 
Clinton in your dealings with political figures in other States? 
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Mr. Lasater. Yes. I contacted — or someone contacted Governor 
Clinton to introduce us to the Governor of New Mexico after we 
bought the real estate development, Angel Fire, in 1984. 

Mr. Chertoff. Angel Fire was a development in New Mexico? 

Mr. Lasater. It was. 

Mr. Chertoff. Was it you personally who sought to have Gov- 
ernor Clinton make the introduction or did you send someone else 
to do that? 

Mr. Lasater. I don’t recall doing it personally. It would probably 
have been Patsy. 

Mr. Chertoff. Did the Governor make the introduction? 

Mr. Lasater. Yes, he did. 

Mr. Chertoff. Did Governor Clinton make the introduction? 

Mr. Lasater. Over the phone, yes. 

Mr. Chertoff. Tell us about that. 

Mr. Lasater. That’s about it. 

Mr. Chertoff. Well, he made 

Mr. Lasater. Toney Anaya was the Governor’s name. He came 
to Angel Fire. We had some — at the — we had a celebration after I 
purchased the resort and had an outdoor party. And he came up 
for that. 

Mr. Chertoff. And tell us, how did the introduction get made? 

Mr. Lasater. I don’t recall. I didn’t do it myself. 

Mr. Chertoff. How do you know that Governor Clinton made an 
introduction over the phone to the Governor of New Mexico? 

Mr. Lasater. That’s just what I recall. 

Mr. Chertoff. Were you present when Governor Clinton made 
the call? 

Mr. Lasater. No. 

Mr. Chertoff. Did the Governor of New Mexico tell you that he 
had been called by Governor Clinton? 

Mr. Lasater. I think he did, yes. 

Mr. Chertoff. Did he tell you what Governor Clinton had said? 

Mr. Lasater. I don’t recall that, no. 

Mr. Chertoff. Did he indicate to you that Governor Clinton had 
invested in New Mexico? 

Mr. Lasater. Yes. 

Mr. Chertoff. So we have that introduction to the Governor of 
New Mexico. Any other introductions through Governor Clinton? 

Mr. Lasater. You mean to political figures? 

Mr. Chertoff. To political figures, first to political figures. 

Mr. Lasater. I can’t recall any right now. 

Mr. Chertoff. Were there any other introductions to business 
figures through Governor Clinton? 

Mr. Lasater. No. 

Mr. Chertoff. None at all? 

Mr. Lasater. Not that I can recall. 

Mr. Chertoff. When did you open Angel Fire? 

Mr. Lasater. I’m sorry? 

Mr. Chertoff. When did you open Angel Fire? 

Mr. Lasater. Well, I purchased it in I think it was August 1984. 

Mr. Chertoff. Describe what was there when you purchased it? 

Mr. Lasater. It was an existing resort, ski resort, 28,000-acre 
real estate development. 
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Mr. CHERTOFF. Was their an airstrip? 

Mr. Lasater. There was. 

Mr. Chertoff. Did you use the airstrip? 

Mr. Lasater. I did. 

Mr. Chertoff. With your airplanes? 

Mr. Lasater. Yes. 

Mr. Chertoff. Where did you keep your airplanes, by the way, 
hangared, or were they typically kept in Arkansas? 

Mr. Lasater. Central Flying Service. 

Mr. Chertoff. Which is where? 

Mr. Lasater. Little Rock. 

Mr. Chertoff. Did you use any other airports for your airplanes 
in Arkansas? 

Mr. Lasater. You mean did I ever fly into any other airports? 

Mr. Chertoff. Yes. 

Mr. Lasater. I have been to Monticello, Arkansas. Thank God, 
I was never in Mina. 

Mr. Chertoff. Never flew into Mina. 

[Laughter.] 

Did your airplanes ever make their way to Mina? 

Mr. Lasater. No, sir, they did not. 

Mr. Chertoff. And you’re going to tell us you had no connection 
with any activities there? 

Mr. Lasater. No, sir, I have none. 

Mr. Chertoff. Did you ever have any connection with any ac- 
tivities involving the flying or the transportation of drugs by air 
from one point to another? 

Mr. Lasater. Are you asking me if I have ever had drugs on an 
airplane? 

Mr. Chertoff. I’m not limiting it to if you were personally, well, 
all right, let’s 

Mr. Lasater. For my own personal use is the only time I’ve ever 
transported drugs. 

Mr. Chertoff. What quantity would that be? 

Mr. Lasater. An ounce, maybe two ounces at the most. 

Mr. Chertoff. And other than that, have you had drugs trans- 
ported on airplanes when you were not on the airplane? 

Mr. Lasater. Not that I’m aware of. 

Mr. Chertoff. By the way, you mentioned I think earlier a in 
response to one of the questions, that you had an employee or per- 
haps your driver carry drugs for you or hold drugs for you? 

Mr. Lasater. Yes, sir. 

Mr. Chertoff. Why would you direct someone else to hold the 
drugs for you? 

Mr. Lasater. It was against the law to carry drugs. 

Mr. Chertoff. So you would have someone else hold them so 
that they would get in trouble? 

Mr. Lasater. I just didn’t want to carry them. 

Mr. Chertoff. Well, I can’t argue with the logic of that. So your 
testimony is you didn’t have any, you never directed or requested 
anybody to transport drugs from one point to another by air? 

Mr. Lasater. Yes sir, that’s my testimony. 

Mr. Chertoff. Did you become aware of an investigation into 
narcotics trafficking that involved your resort in New Mexico? 
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Mr. Lasater. There was an article in the Albuquerque paper 
that someone sent me a copy of recently that brought that up. And 
I know there was an article in The Wall Street Journal or local 
paper up here that Representative Leach was looking into that. 

Mr. CHERTOFF. Put aside articles. From your own knowledge or 
from what people told you who were at the resort, or people that 
you had employed or had social relationships with, did you ever 
hear that investigators were asking questions concerning narcotics 
trafficking in that resort, that affected that resort in New Mexico? 

Mr. Lasater. I don’t recall that, no. 

Mr. CHERTOFF. Never remember hearing anything about that? 

Mr. Lasater. I don’t recall it, no. 

Mr. Chertoff. Now, Mr. Lasater, I want to go back to this ques- 
tion of your visits to the Mansion and the question of the Governor 
visiting you. Do you know of a reason why a trooper would make 
up a story about visits that you had with Governor Clinton either 
at your office or at the Mansion? 

Mr. Lasater. No, sir, I don’t, but, you know, there’s been another 
trooper that’s made up a lot of stories too, that L.D. Brown. You 
know, I don’t understand him, and I’m not putting Mr. Spivey in 
that category. But you know, Terry Reed made a lot of accusations 
which were unfounded and untrue. I don’t, you know, this is my 
first experience in politics. 

Mr. Chertoff. Well, the troopers, I mean, because you must 
have encountered the troopers from time to time in dealing with 
Governor Clinton, even if they were just on the scene. My question 
to you is, I mean, maybe there’s something you had with the troop- 
ers on a personal level or institutionally that would give them a 
motive to lie about you. So I want to ask you straight out, is there 
anything you know about Trooper Spivey or any other trooper that 
you could give us as a reason why they would make up stories 
about your having more visits with Governor Clinton than you ac- 
tually had? 

Mr. Lasater. No, sir. 

Mr. Chertoff. Is there any reason 

Senator Sarbanes. Actually, Spivey said two to ten, didn’t he? 
And Lasater said two. 

Mr. Chertoff. Well, I think what he said was, and I’m happy 
to go back into it, this is page 26, line 2: “I knew that Bill spent 
w a lot of time at Dan’s office and that Dan spent time at the Man- 
sion.” And the Trooper goes on to say that you were such a regular 
figure that you didn’t even get logged in. They kind of waved you 
through. 

Senator Sarbanes. Yes, but earlier he said, when he was asked 
how many occasions did he come to the Mansion, he says, half a 
dozen. Then he says, I’m going to say maybe half a dozen times, 
and it could have been anywhere from two to ten. 

Mr. Chertoff. Well, fine. Do you accept that, that you were 
there from two to ten times? 

Mr. Lasater. No, I wasn’t — I can recall being at the Governor’s 
Mansion possibly twice, and those were social events. I think one 
time was when Bob Hope was in town and they had some kind of 
a party over there for him, and some other social function. I have 
never been to the Mansion on a personal basis. 
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The Chairman. All right. So you're saying now to the Committee 
that you went to the Mansion on two occasions, it was social. One 
was Bob Hope, one was another, but that you never went there on 
a personal visit to see the Governor. Is that correct? 

Mr. Lasater. That’s correct. And I have no reason to lie about 
that, Senator. 

The Chairman. I just wanted to get it. Let’s move this. 

Mr. Chertoff. I just wanted to make sure there’s no ambiguity 
because he also goes on to say, and I’ll go back here, I’ll move on 
to page 30, at line 8, if you want to find it and follow along. 

Question: Now, would you say that Governor Clinton went to Lasater’s once a 
month, twice a month? Could you characterize the frequency of the times they saw 
each other, either at Lasater’s office or at the Mansion? 

Answer: Well, he could have went a lot more than I was aware of. He could have 
went 2 days in a row and not again for a month, but I wouldn’t have had access 
to a — I know he went a lot more times than he went when I was with him. If he 
went as much as when the other guys were driving as he did with me, he went a 
lot because like I said, we were very seldom 

Well, I’ll delete the expletives. w 

Senator Sarbanes. No, go ahead and put it in. We don’t have 
this guy before us. I mean, I think this is rather irregular, frankly. 
You drag in here 10 pages out of an oral deposition of Spivey in 
an action in the U.S. District Court in the Eastern District of Ar- 
kansas on a case of — who is this guy Terry K. Reed who brought 
this case? 

Mr. Chertoff. Mr. Chairman, I have no idea what the underly- 
ing case is about. I am only concerned about, you know, we have 
sworn testimony that someone has seen fit 

The Chairman. Did you to go the Governor or did the Governor 
come to your office on a regular basis? How many occasions do you 
recall, if any, that the Governor came to visit you? 

Mr. Lasater. One or two times in my office. He was at my home 
one time. We rebuilt an older home there in 1984, and we invited 
50 or 60 people, and he stopped by, by himself, for 10, 15, or 20 
minutes. 

The Chairman. So you are saying the Governor came to your 
home on one occasion where you had 50 or 60 people, and he came = 
to your office on no more than two occasions? I 

Mr. Lasater. That’s correct. 

The Chairman. And you’re sure about that? j 

Mr. Lasater. I’m — well, yes, I mean, I am sure. 

The Chairman. OK, fine. 

Mr. Chertoff. Mr. Lasater, this is the last question. I’m going 
to ask you to listen carefully to what the trooper says, and then 
tell me whether you accept it or reject it. The trooper says, under ( 
oath, again, page 30, line 19: 

But we very seldom were in the area when he had any time on his hands that 
he didn’t run in. He went by there a lot, by his office a lot. 

Mr. Lasater. That’s just absolutely not true. 

Mr. Chertoff. And you can’t think of a reason why the trooper 
would make it up? 

Mr. Lasater. I have no earthly idea. 

Senator Sarbanes. You all finished? 

The Chairman. Yes, all done. Go ahead. 

Senator Sarbanes. 


Mr. Kravitz. Mr. Lasater just lest anyone put too much signifi- 
cance on your answer to the last question you were asked about 
whether you had any reason to believe, or you have any reason to 
believe that Mr. Spivey would have a motive for testifying untruth- 
fully, you testified earlier that you don't know Mr. Spivey. Correct? 
Mr. Lasater. That's correct. 

Mr. Kravitz. So whether Mr. Spivey has been terminated un- 
fairly by the State or might have gotten into some other trouble or 
had some reason why he might want to testify untruthfully against 
Governor Clinton, you would have no way of knowing; correct? 

Mr. Lasater. That's correct. 

Mr. Kravitz. The fact that you don’t know that is meaningless? 
Mr. Lasater. That’s right. I do not know that. 

Mr. Kravitz. That's all we have. Thank you. 

The Chairman. I want to thank the panel. 

We stand in recess until 2:15 p.m., unless votes start thereafter, 
we'll wait until the termination of whatever votes. Otherwise, we'll 
take a recess until 2:15 p.m. 

[Whereupon, at 1:40 p.m., the Committee was recessed, to recon- 
vene at 2:15 p.m. the same day.] 
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AFTERNOON SESSION 

The Chairman. Can I ask the witnesses to stand for the oath. 
[Witnesses were sworn.] 

The Chairman. I want to start on the left and ask each of you, 
Mr. Hardwicke, Mr. Wright, Ms. Chandler, Mr. Stout, and Mr. 
Epes, if you have any statement that you would like to give to the 
Committee. 

Mr. Hardwicke. 

SWORN TESTIMONY OF MORT G. HARDWICKE 
ARKANSAS DEVELOPMENT FINANCE AUTHORITY [ADFA] 

Mr. Hardwicke. No. 

The Chairman. Mr. Wright. 

SWORN TESTIMONY OF GEORGE H. WRIGHT, JR. 
ARKANSAS DEVELOPMENT FINANCE AUTHORITY [ADFA] 

Mr. Wright. No, sir. 

The Chairman. Ms. Chandler. 

SWORN TESTIMONY OF LINDA D. CHANDLER 
FORMER ACTING PRESIDENT 
ARKANSAS DEVELOPMENT FINANCE AUTHORITY [ADFA] 

Ms. Chandler. No, sir. 

The Chairman. Mr. Stout. 

SWORN TESTIMONY OF CHARLES STOUT 
ARKANSAS HOUSING DEVELOPMENT AGENCY BOARD 
MEMBER 1980-85 AND CHAIRMAN 1983 

Mr. Stout. No. 

The Chairman. Mr. Epes. 

SWORN TESTIMONY OF S. WOOTEN EPES 
FORMER PRESIDENT 

ARKANSAS DEVELOPMENT FINANCE AUTHORITY [ADFA] 

Mr. Epes. No. 

The Chairman. Senator Sarbanes. 

[No response.] 

The Chairman. Senator Bennett. 

[No response.] 

The Chairman. Mr. Chertoff. 

[No response.] 

The Chairman. Mr. Giuffra. 

Mr. Giuffra. Good afternoon, panel. 

If we could put up on the Elmo the April 12, 1983 Board Min- 
utes. On April 12, 1983, if I could reacquaint everyone with this, 
the Arkansas Housing Development Authority Executive Board 
met to consider eight proposals for underwriters for AHDA bond of- 
ferings for multifamily housing. 

Do we have that? We seem to be missing a document. 

Mr. Stout, why don't I begin with you. You were on the Board 
of the Arkansas Housing Development Authority between 1980 and 
1985; am I right? 

Mr. Stout. Yes, sir. 
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Mr. Giuffra. What did the Arkansas Housing Development Au- 
thority do? 

Mr. Stout. Well, we approved selling bonds to the underwriters. 

The Chairman. Mr. Stout, would you pull that microphone up 
closer to you. That’s it. 

Mr. Stout. To provide low-interest loans to the first-time home- 
buyers. 

Mr. Giuffra. You were the Chairman of the Board in 1983; is 
that right? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. Governor Clinton was then the Governor of the 
State of Arkansas? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. That was his sort of second go round. He had just 
defeated Mr. White so it was the very beginning of his second term 
as Governor of Arkansas; right? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. And how did the Arkansas Housing Development 
Authority normally go about selecting underwriters for its bond of- 
ferings? 

Mr. Stout. Well, they would submit proposals and the Commit- 
tee would review the proposals and present them to the full board 
and the full board would make the selection. 

Mr. Giuffra. Did you normally select underwriters based on 
merit, try to get the best underwriter for the offering? 

Mr. STOUT. Yes, we did. 

Mr. Giuffra. And you considered facts such as the underwriter’s 
experience. 

Mr. Stout. Experience, stability. 

Mr. Giuffra. Ability to do the issue at a low cost for the State. 
Those were the factors you took into account? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. Mr. Epes, you ran the ADFA Board at a later time. 
You were the President of ADFA; right? 

Mr. Epes. Yes, sir. 

Mr. Giuffra. When you ran ADFA, the criteria that you took 
into account were based on merit; am I right? 

Mr. Epes. Yes, sir. 

Mr. Giuffra. You considered stability, experience, reputation of 
the underwriters; isn’t that right? 

Mr. Epes. Actually we had a scoring grid which had a list of cri- 
teria which we relied upon. 

Mr. Giuffra. But those were merit-based criteria; am I right? 

Mr. Epes. Yes, sir. 

Mr. Giuffra. Ms. Chandler, you were the Executive Director of 
AHDA for a period in 1993; am I right? 

Ms. Chandler. That’s right. 

Mr. Giuffra. You also in selecting underwriters based it on 
merit; is that right? 

Ms. Chandler. That was part of it; right. 

Mr. Giuffra. And political considerations were not taken into ac- 
count? 

. Ms. Chandler. Not at all. 
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Mr. GlUFFRA. Mr. Stout, in 1983, while you were the Chairman 
of the Board of AHDA, were you contacted by the Governor’s office? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. Who contacted you from the Governor’s office? 

Mr. Stout. Bob Nash. 

Mr. Giuffra. Who was Bob Nash? 

Mr. STOUT. He was on the Governor’s staff. 

Mr. Giuffra. Was he Senior Assistant to the Governor for Eco- 
nomic Affairs? 

Mr. Stout. I have no idea. 

Mr. Giuffra. But you knew Mr. Nash; right? 

Mr. Stout. Knew him well. 

Mr. Giuffra. You knew his voice? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. And you are quite certain you spoke to Bob Nash? 

Mr. Stout. Yes. 

Mr. Giuffra. Did you consider him a top aide to the Governor? 

Mr. Stout. I suppose, yes. 

Mr. Giuffra. He had formerly been a member of your board; is 
that right? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. Now what did Mr. Nash say to you? 

Mr. STOUT. He called me and recommended that we start using 
the Lasater firm. 

Mr. Giuffra. Did he recommend that you use the Lasater firm 
or indicate to you that you should use the Lasater firm? 

Mr. Stout. I’m not sure if it was a recommendation or what, but 
I got the gist of the conversation. 

Mr. Giuffra. And the gist of the conversation was that AHDA 
should begin to use the Lasater firm for its bond underwritings? 

Mr. Stout. Yes. 

Mr. Giuffra. Did you say anything to Mr. Nash? 

Mr. Stout. I said this is a little unusual. This is the first time 
that you have ever recommended a usage here, and I do not think 
it’s right. 

Mr. Giuffra. Why did you not think it was right for Mr. Nash 
to be telling you that you should be using the Lasater firm for 
AHDA bond offerings? 

Mr. STOUT. Heretofore, they had always been selected by the Di- 
rectors and here he was suggesting a certain underwriter that we 
start using. It could have been any underwriter, I guess. 

Mr. Giuffra. But you did not believe it was right for the Gov- 
ernor’s office to tell the AHDA Directors what underwriters they 
should use; right? 

Mr. Stout. Or Bob Nash. 

Mr. Giuffra. Bob Nash in particular. Were you under the im- 
pression that Mr. Nash was delivering an important message to 
you? Do you recall saying that at your deposition? 

Mr. Stout. I guess I did. 

Mr. Giuffra. When the Governor’s aide calls you up and gives 
you an important message, you feel you have to take some action, 
don’t you? 

Mr. Stout. Yes, sir. 
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Mr. GlUFFRA. Now when you told Mr. Nash that you didn’t think 
it was the right thing to do, what did Mr. Nash say to you? 

Mr. Stout. I think he said that’s still my suggestion. I think 
that’s what he said. 

Mr. GlUFFRA. Did Mr. Nash indicate to you that that was the 
way we wanted it anyway? 

Mr. Stout. I don’t know whether it was “we” or “I.” 

Mr. GlUFFRA. But he said that’s the way it should be, that Mr. 
Lasater should get some of the bond underwriting business of 
AHDA? Is that right? 

Mr. Stout. Yes, sir. 

Mr. GlUFFRA. Did Mr. Nash indicate to you a specific percentage 
of the bond underwriting business that Lasater should get? 

Mr. Stout. Yes, sir. 

Mr. GlUFFRA. What was that specific percentage? 

Mr. STOUT. Fifteen percent. 

Mr. GlUFFRA. And you are quite certain that this conversation oc- 
curred? 

Mr. Stout. I’m positive. 

Mr. Giuffra. Did Mr. Nash indicate to you why he believed that 
Lasater should be included in future AHDA bond offerings? 

Mr. Stout. I don’t think he did. I got the gist that we should 
start using Lasater though. 

Mr. Giuffra. Did he say anything to you about the experience 
of the Lasater firm? 

Mr. Stout. No, sir. 

Mr. Giuffra. Were you familiar with the Lasater firm? 

Mr. Stout. No, sir. 

Mr. Giuffra. This was the first you’d ever heard of the Lasater 
firm? 

Mr. Stout. Yes, sir. 

Mr. GlUFFRA. After you said it was wrong for Mr. Nash to tell 
you who AHDA should use, did Nash say anything more other than 
that’s the way we want it? 

Mr. Stout. I don’t remember. I really don’t. 

Mr. Giuffra. But he definitely indicated that you should use Mr. 
Lasater and Lasater should get 15 percent of the business? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. During the 5 years when you were a Director of 
AHDA and the 1 year when you were Chairman, are you aware of 
any other instance in which the Governor’s office or a Governor’s 
aide gave you a directive to use a specific underwriter? 

Mr. Stout. No, sir. 

Mr. Giuffra. Are you aware of any other instance when the Gov- 
ernor or someone on his staff told you that a specific underwriter 
should get a certain percentage of the business? 

Mr. Stout. No, sir. 

Mr. Giuffra. This was very unusual, wasn’t it? 

Mr. Stout. Yes, sir. 

I Mr. Giuffra. You were very surprised by Mr. Nash’s request; is 
that right? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. You thought that it threatened the independence 
of the AHDA; right? 
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Mr. Stout. Yes, I did. 

Mr. Giuffra. Because the Directors of the HDA are supposed to 
pick the underwriters, not the Governor? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. The Governor does appoint the members of the 
HDA but this was an independent agency; right? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. During the conversation you had with Mr. Nash, 
did he mention any other underwriting firms? 

Mr. Stout. No, sir. 

Mr. Giuffra. He didn’t direct you to use any other underwriting 
firms besides the Lasater firm; right? 

Mr. Stout. No. 

Mr. Giuffra. Is that correct? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. Just Lasater. Am I right that the call from Mr. 
Nash came about 30 minutes before an HDA Board meeting? 

Mr. Stout. That’s correct. 

Mr. Giuffra. The call lasted about 4 minutes; is that right? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. Now when Mr. Nash called you, did you indicate 
to anyone who was present, Mr. Hardwicke, that Mr. Hardwicke 
should get on the phone because this was an important call? 

Mr. Stout. I asked one Board member, I think it was Mr. 
Hardwicke, to get on and listen to the conversation. 

Mr. Giuffra. And you wanted him to listen because you thought 
this was an important conversation. Just so everyone knows, HDA 
was the housing agency for the State of Arkansas; right? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. To provide mortgages to people to buy homes; is 
that right? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. It ultimately was replaced by AJDFA, the Arkansas 
Development Finance Authority? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. That had a broader mandate to do bond underwrit- 
ings; is that right? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. Mr. Hardwicke did not participate in the conversa- 
tion, as best you recall? 

Mr. STOUT. That’s the way I recall it. 

Mr. Giuffra. He just listened to what Mr. Nash was saying. 

Now prior to this Nash phone call, had the Lasater firm ever 
participated in an HDA bond offering as an underwriter? 

Mr. Stout. Not to my knowledge. 

Mr. Giuffra. You had been on the Board for 3 years before that; 
is that right? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. Do you recall anything more about the conversa- 
tion that you had with Mr. Nash? 

Mr. Stout. No. 

Mr. Giuffra. After the conversation was concluded, did you dis- 
cuss the call with Mr. Hardwicke? 

Mr. Stout. I think we did, the best I recall. 
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Mr. Giuffra. Did you indicate to Mr. Hardwicke that you be- 
lieved it was wrong for the Governor’s office to call you and tell 
you, the HDA Board members, how to run the Agency? 

Mr. Stout. I don’t remember. I really don’t. 

Mr. Giuffra. You understood that Mr. Hardwicke was a friend 
of Governor Clinton’s; right? 

Mr. Stout. He was an appointee of Governor Clinton. 

Mr. Giuffra. Did he indicate to you that he thought there was 
anything wrong with Mr. Nash’s request? 

Mr. STOUT. I don’t remember. 

Mr. Giuffra. After the phone call, did you and Mr. Hardwicke 
make a decision as to whether he should speak to the other HDA 
Board members about Mr. Nash’s request that Lasater get 15 per- 
cent of the business? 

Mr. Stout. I thought that Mort talked to the other Board mem- 
r. bers. I don’t know. It’s been a long time ago, and I’ve had a stroke 
and my memory’s not good. 

Mr. Giuffra. But the conversation with Mr. Nash is clear in 
your mind; right? 

Mr. Stout. Yes. 

Mr. Giuffra. You’re certain that conversation happened? 

Mr. Stout. Absolutely. 

Mr. Giuffra. That was an important event and you remember 
it, even though it’s more than 10 years ago. Now after the con- 
versation with Mr. Nash, am I correct that the Lasater firm was 
included as an underwriter in future HDA bond offerings? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. So they were made part of the team; right? After 
t you spoke to Mr. Nash, you followed Mr. Nash’s directive; right? 

; is Mr. STOUT. Yes, sir. 

Mr. Giuffra. In effect, what had happened was the Governor’s 
office had picked one of the underwriters for future HDA offerings; 
isas is that right? 

Mr. Stout. I suppose. 

Mr. Giuffra. That’s what happened, wasn’t it, not the normal 
frit procedure; is that right? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. Normally the Board picks the underwriters; right? 
>rsa Mr. Stout. Yes, sir. 

Mr. Giuffra. That had been your prior experience during the 
time you had been an HDA Board member? 

Mr. Stout. Yes, sir. 

evei Mr. Giuffra. Let’s put up on the Elmo the February 17th Board 
Minutes. I believe you testified a few minutes ago that the call 
came just before a Board meeting, about a half hour before. Was 
that that your recollection? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. This is the first time that we have looked back 
;ersa through the minutes of the HDA. There was a Subcommittee Meet- 
ing, and I’ll just read it into the record. It says, quote: 

Chairman Stout called the meeting to order, and stated that the purpose of the 
meeting was to discuss a proposed solution to the problems with the current Single- 
Family Bond Program. After discussion, it was determined that the composition and 
breakdown of underwriters in this proposal be as directed below. 
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Then it’s got Dabbs Sullivan, G.K. Baum, Blyth Eastman Paine 
Webber, they get 60 percent of the offering. T.J. Raney gets 13V3rd 
percent; Stephens gets 13V3rd percent, and Collins, Locke & 
Lasater get 13V3rd percent. So right after this conversation with 
you and Mr. Nash, Lasater gets just under 15 percent, just under 
what Mr. Nash had requested. 

Ms. Chandler, if I could just direct some questions at you. You 
had been working at HDA for about 5 years as of this point? 

Ms. Chandler. Four. 

Mr. GlUFFRA. Prior to this February 17th meeting at which they 
were given a portion of the single-family bond offering, had the 
Lasater firm ever participated in an HDA offering that you are ( 
aware of? 

Ms. Chandler. Not that Fm aware of. 

Mr. GlUFFRA. The single-family bond offering, that was a trou- 
bled bond offering, wasn’t it? I 

Ms. Chandler. Yes, it was. t 

Mr. GlUFFRA. There had been sort of problems with regard to the 
financing? n 

Ms. Chandler. It was actually a funding of a previous issue. 
There was no problem with this issue. 

Mr. GlUFFRA. The prior issue there’d been a problem? 

Ms. Chandler. We were refunding a portion of the previous sin- 
gle-family issue that we had not been able to get out. The interest cp 
rates had dropped close to the interest rate on this issue, and I * 
think they’re about $23 or $24 million still left out of I think a $75 of 
million or $100 million issue. bj 

Mr. GlUFFRA. Prior to the inclusion of Lasater in this deal, had 
you even heard of the Lasater firm? - 

Ms. Chandler. Not that I recall. a i 

Mr. GlUFFRA. The other underwriters are all underwriters that 
you were aware of; right? 

Ms. Chandler. Yes. T.J. Raney and Stephens had participated 
in every issue since I came to the Board. 

Mr. GlUFFRA. They were considered top-flight underwriters in 
Arkansas; right? 

Ms. Chandler. I would think so. R 

Mr. GlUFFRA. Let’s put up the April 12th Board Minutes on the 
Elmo. The first bond offering you were focusing on was the single 
family. Let’s turn to multiple family bond offerings. Ms. Chandler, 
your Agency did single- and then multiple-family bond offerings, ; 
didn’t you? 

Ms. Chandler. That’s right. 

Mr. GlUFFRA. On April 12th, there was consideration given to a 
new multiple-family bond offering proposal. You recall that; right? 
Ms. Chandler. Right. 

Mr. GlUFFRA. At that meeting, the Board made a decision that 
Merrill Lynch, a New York firm, would be the lead underwriter. Do 
you recall that? 

Ms. Chandler. Yes, I do. 

Mr. GlUFFRA. That would be the normal procedure, to get a big 
New York firm to be the lead underwriter? 

Ms. Chandler. That’s correct. 
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Mr. Giuffra. Then the two Arkansas firms that were selected 
were Stephens and T.J. Raney; right? 

Ms. Chandler. Right. 

Mr. GlUFFRA. The Rose Law Firm was the bond counsel; right? 
Ms. Chandler. Right. 

Mr. Giuffra. Let’s turn to the April 19th meeting which would 
be about a week later. Now that meeting, Ms. Chandler, was called 
in order to approve a decision that had been made on February 
17th with regard to the single-family bond offering; right? 

Ms. Chandler. That’s correct. 

Mr. Giuffra. At that meeting, something somewhat out of the 
ordinary happened; am I right? 

Ms. Chandler. Yes. 

Mr. Giuffra. What was it that happened? 

Ms. Chandler. At the end of the Board meeting, one of the 
Board members recommended adding Collins, Locke & Lasater to 
the single-family, to the multifamily account. 

Mr. Giuffra. So what was happening was a decision was being 
made to change a decision that had been made the previous week 
to just limit the multifamily to Stephens and T.J. Raney, and an- 
other firm, the Lasater firm, was going to be added. Is that right? 

Ms. Chandler. That’s correct, Collins, Locke & Lasater. 

Mr. Giuffra. What happened was Mr. Hardwicke made a re- 
quest for further business. We have that on the screen. Then Mr. 
Wright made a motion that the Lasater firm be included as part 
of the underwriting syndicate; right? Amd were you very surprised 
by this decision to include the Lasater firm? 

Ms. Chandler. Yes. It had not happened since I had been at the 
Agency to add an additional underwriter after the issue had been 
approved. 

Mr. Giuffra. Of course, the Board had already acted and the 
deal was done. 

Ms. Chandler. Right. 

Mr. Giuffra. Prior to the meeting, you were the Executive Direc- 
tor; is that right? 

Ms. Chandler. I was either the Acting Director or Executive Di- 
rector at the time; right. 

Mr. Giuffra. You were the senior staff person at the Agency? 

Ms. Chandler. Right. 

Mr. Giuffra. Were you aware that this was going to happen, 
that there would be a motion made to add the Lasater firm to the 
multifamily bond offering? 

Ms. Chandler. No. 

Mr. Giuffra. This came as a surprise to you? 

Ms. Chandler. Yes. 

Mr. Giuffra. Were you concerned about this decision to add the 
Lasater firm? 

Ms. Chandler. I don’t know that I was concerned. I had only 
been the Acting Director for a few months. It had not happened on 
previous issues that I’d been involved in. I don’t know that I was 
surprised that it hadn’t happened before. 

Mr. Giuffra. But it had never happened on a prior issue before; 
is that right? 

Ms. Chandler. Not that I’m aware of. 
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Mr. Giuffra. Following the inclusion of Lasater on the team of 
underwriters for the multifamily bond offerings of HDA, did any- 
thing happen with regard to the other members of the underwrit- 
ing syndicate? 

Ms. Chandler. Such as? 

Mr. Giuffra. Did the Stephens firm send you a letter? Let’s put 
the Stephens letter up on April 28th. Mr. Stout actually received 
the letter and you got a copy of this letter; right? 

Ms. Chandler. Yes, I did. 

Mr. Giuffra. This was a letter dated April 28, 1983. This would 
be 9 days after the meeting in which Lasater was added to the un- 
derwriting team. It was from a man named Gene Wilbourn. Did 
you know Mr. Wilbourn? 

Ms. Chandler. Yes, I did. 

Mr. Giuffra. He was a Vice President at Stephens? 

Ms. Chandler. Yes, he was. 

Mr. Giuffra. This letter is cc’d to Governor Clinton on the sec- 
ond page. Why don’t I just read the third paragraph of the letter. 
The first paragraph, Stephens is indicating they are going to with- 
draw from participating in this multifamily bond offering; right? 

Ms. Chandler. Right. 

Mr. Giuffra. You recall that, don’t you? 

Ms. Chandler. Yes, I do. 

Mr. Giuffra. Mr. Stout, do you recall getting this letter? 

Mr. STOUT. I don’t recall getting it. I saw it yesterday. 

Mr. Giuffra. Do you recall Stephens wanting to leave and no 
longer wanting to be an underwriter for this particular HDA offer- 
ing; is that right? 

Mr. Stout. Right. 

Mr. Giuffra. The letter says: 

It has been our belief that the chief reasons for the splendid success which has 
been enjoyed by the Agency’s bond offerings in the marketplace have been: (I) con- 
servatively structured programs; (2) competent professional staff; and (3) a strong, 
independent board of directors which functioned without outside interference by po- 
litical or other interests. 
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Then it goes on to say in the fourth paragraph: 

With exception of the most recent single-family issue, the Agency has seen fit to 
select only those underwriters who had the most superior combination of credentials 
which would benefit the Agency, namely, sufficient capital to underwrite, strong 
sales capability, in-house technical expertise, and the ability to continue to make a 
market in the Agency’s securities in the secondary market. 

In the fifth paragraph of the letter, Mr. Wilbourn goes on to say, 
keeping in mind these criteria of the prior offerings, Stephens | 
agreed to participate as an underwriter and responded to the RFP. j. 
But then it goes on to say: 

In the meantime, subsequent to our selection, the Board decided, without discus- (j 
sion, to add to the underwriting group a firm which did not submit a proposal under 
the Agency proposal procedures which invited individual firm proposals. 

Do you recall that Lasater had not submitted a proposal? 

Ms. Chandler. Are you asking me? i 

Mr. Giuffra. Yes, you, Ms. Chandler. 

Ms. Chandler. No. I think they did submit a proposal. j 

Mr. Giuffra. You think they did submit a proposal? 

Ms. Chandler. Yes, I do. t! 

Mr. Giuffra. He says: f t 
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Although it is certainly Agency’s privilege to appoint any firm, we would invite 
you to investigate more carefully whether the added company meets the standards 
of capital, experience, sales capability, staff service and market support which have 
been the preference of the Board in all previous issues. 

Do you see that? 

Ms. Chandler. Yes. 

Mr. GlUFFRA. Do you recall taking any action after you got this 
letter? 

Ms. Chandler. I took no action. 

Mr. GlUFFRA. Did you discuss the letter with any members of the 
HDA Board? 

Ms. Chandler. I’m sure I discussed it with Charlie at the time. 

Mr. GlUFFRA. Mr. Stout, do you recall discussing it with anyone, 
the fact that Stephens had decided to get off the offering? 

Mr. Stout. No. 

Mr. GlUFFRA. Mr. Hardwicke, do you remember this letter from 
Stephens? 

Mr. Hardwicke. Really, I don’t. 

The Chairman. Could you pull that microphone up close to you, 
Mr. Hardwicke, so that we can hear you. 

Mr. Giuffra. You don’t recall taking any action? 

Mr. Hardwicke. I don’t recall taking any action, no. 

Mr. Giuffra. Mr. Stout, how did you first become familiar with 
a man named Dan Lasater, from reading newspaper accounts? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. From reading those newspaper accounts, do you re- 
call learning that Mr. Lasater was a cocaine user? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. Do you recall reading in newspaper accounts that 
Mr. Lasater had lent $8,000 to Roger Clinton to help him pay off 
some drug debts? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. Roger Clinton was the Governor’s brother; right? 

Mr. Stout. Yes, sir. 

Mr. Giuffra. Were you on the HDA Board at that time? 

Mr. Stout. I’m not sure whether I was or not. 

Mr. Giuffra. Did you recall, while you were a member of the 
HDA Board, being concerned about the reputation of Mr. Lasater? 

Mr. Stout. I don’t think I was concerned. 

Mr. Giuffra. Mr. Epes, you were the President of ADFA and the 
Lasater firm did some underwriting work for ADFA; correct? 

Mr. Epes. Yes. 

Mr. Giuffra. Do you recall seeing some news accounts of cocaine 
use by Mr. Lasater? 

Mr. Epes. I recall news accounts around the time of his convic- 
tion or when he pled guilty to a crime of distribution of cocaine I 
believe it was. 

Mr. Giuffra. Do you recall news accounts in February 1985, in 
which Mr. Roger Clinton testified at the trial of a man named Sam 
Anderson? 

Mr. Epes. No, sir. 

Mr. Giuffra. Mr. Stout, when Governor Clinton came back into 
office in 1983, after defeating Mr. White, did the Clinton adminis- 
tration have a policy in place that the State had to use a greater 
number of underwriters? 
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Mr. Stout. Not to my knowledge. 

Mr. Giuffra. Ms. Chandler, were you aware of such a policy? 

Ms. Chandler. I don’t think I was aware of a policy, but I know 
it was discussed that we wanted to get more competitive bidding 
so we were going to be possibly using other firms. 

Mr. GlUFFRA. Now, Mr. Wright, you were also a Board member. 
Did anyone from the Governor’s office ever call you and say there 
was a policy that you should use more underwriters? 

Mr. Wright. No, sir. 

Mr. Giuffra. Mr. Chertoff. 

Mr. Chertoff. I just want to make sure, Ms. Chandler, because 
I think it’s really extraordinary what you just said a moment ago, 
that the policy, as you understood it, was to have more competitive 
bidding. Just so it’s clear, on this last set of transactions involving 
this particular multifamily bond issue, first again for lay people, for 
a firm to be included as an underwriter is a big benefit to the firm 
because the firm makes money off of participating in the under- 
writing of the bonds; right? 

Ms. Chandler. That’s correct. 

Mr. Chertoff. So firms want to be part of that underwriting 
group; right? 

Ms. Chandler. Right. 

Mr. CHERTOFF. In this instance, I gather from the minutes of 
April 12th, that in keeping with the normal policy, there had been 
a submission of proposals to the Board, they had been discussed 
and carefully considered, and at the end of the day’s meeting, it 
was decided that the Board or the Subcommittee considering it 
would recommend Merrill Lynch to be the lead underwriter, then 
there were two other firms to be included in the group, Stephens 
and T.J. Raney, both of which were local Arkansas firms; right? 

Ms. Chandler. Right. 

Mr. Chertoff. So at the close of business on April 12th, the rec- 
ommendation of the Subcommittee carefully considering this in the 
normal way was to have Merrill Lynch, the New York firm, be the 
lead underwriter and then to have two local firms, Stephens and 
Raney, participate in the syndicate? 

Ms. Chandler. Right. 

Mr. Chertoff. A week later, all of a sudden, without regard to 
this proposal that had been made, kind of at the last minute, Mr. 
Wright makes a motion that Collins, Locke & Lasater be added to 
the underwriting team; right? 

Ms. Chandler. Right. 

Mr. Chertoff. That means now they get cut in on the benefit 
of participating in the issue; right? 

Ms. Chandler. Right. 

Mr. Chertoff. That circumvents the normal process, you know, 
and the careful debate that had taken place the week before; right? 
Ms. Chandler. Right. 

Mr. CHERTOFF. I take it that, both in your experience before and 
since, you are not aware of any other circumstance where, at the 
last minute, after the recommending committee had made up a list 
of participants, someone all of a sudden threw another name into 
the mix? 

Ms. Chandler. I’m not aware of that. 
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Mr. Chertoff. That’s the only time it happened? 

Ms. Chandler. That I’m aware of, yes. 

Mr. Chertoff. Lest we wonder about the reason for this lucky, 
big stroke of luck for the Collins, Locke & Lasater firm, we turn 
to you, Mr. Stout. And we learn that earlier in the same year, 
1983, you had had a conversation with Mr. Nash in which Mr. 
Nash told you that he, and I presume speaking on behalf of the 
Governor’s office, wanted to give Collins, Locke & Lasater 15 per- 
cent of these deals going forward. 

Mr. Stout. Yes, sir. 

Mr. Chertoff. So the message came from the Governor’s office 
in the person of Mr. Nash and the message was evidently listened 
to, Ms. Chandler, because we have immediately thereafter a 15 
percent participating by Collins, Locke & Lasater in a single-family 
housing deal; right? 

Ms. Chandler. Right. 

Mr. CHERTOFF. Then when the multifamily housing deal is rec- 
ommended without Collins, Locke & Lasater participation, Collins, 
Locke & Lasater are added at the last moment; right? 

Ms. Chandler. Right. 

Mr. Chertoff. Which is highly unusual? 

Ms. Chandler. It had not happened since I had been with the 
Agency. 

Mr. Chertoff. Again, just to put it in perspective, lest there be 
some question about the necessity of adding Collins, Locke & 
Lasater to have local participation, in these other deals, Stephens 
and T.J. Raney were local firms; right? 

Ms. Chandler. Right. 

Mr. Chertoff. So before Collins, Locke & Lasater was added at 
the last moment on this multifamily housing bond issue, the Board 
had already carefully considered and approved local firm participa- 
tion in this matter; right? 

Ms. Chandler. Right. 

Mr. CHERTOFF. So the addition of Collins, Locke & Lasater was 
not necessary in order to put locals in the deal because you already 
had local firms in the deal? 

Ms. Chandler. That’s right. 

Mr. Chertoff. In fact, after Collins, Locke & Lasater was voted 
in at the last minute, Stephens got so annoyed that they withdrew; 
is that correct? 

Ms. Chandler. That’s correct. 

Mr. Chertoff. Have you had that experience before, where one 
of the participants in the deal was so annoyed by a breach of the 
normal process that they actually withdrew from the deal? 

Ms. Chandler. No. 

Mr. Chertoff. So that was highly unusual too; right? 

Ms. Chandler. It hadn’t happened since I was with the Agency. 

The Chairman. Could I just touch on something? Mr. Wright, ob- 
viously at this April meeting, after the initial selection process, we 
have minutes which indicate that you made the motion to add this 
firm, Collins, Locke & Lasater; is that correct? 

Mr. Wright. That’s what it says in the minutes, sir. Yes, sir, I 
suppose that’s correct. 

The Chairman. You did make that motion? 
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Mr. Wright. Yes. 

The Chairman. Why did you do that? And can you pull that 
microphone up to you? 

Mr. WRIGHT. I think some of the conversation among the Board 
members, I also was on that Subcommittee that selected the under- 
writers. 

The Chairman. Did anybody call you? 

Mr. Wright. Pardon? 

The Chairman. Did anybody call you? 

Mr. Wright. No. Are you talking about did Mr. Nash call me? 

The Chairman. Yes. 

Mr. Wright. No, sir. 

The Chairman. Did anybody speak to you? 

Mr. Wright. We had conversation among the Board members. 

The Chairman. The week before you had made a selection; right? 

Mr. Wright. Right. We made a recommendation. The Sub- 
committee made a recommendation. 

The Chairman. You were on that Subcommittee? 

Mr. Wright. Yes, sir. 

The Chairman. You had recommended three bond underwriters, 
two locals and the lead Merrill Lynch; is that right? 

Mr. Wright. That’s correct. 

The Chairman. Now you didn’t talk to the professional, the full- 
time employee, Ms. Chandler, did you? She says you didn’t talk to 
her about 

Mr. Wright. Didn’t talk to her about? 

The Chairman. About adding this new company that you had 
just added Collins, Locke & Lasater. You made the motion. 

Mr. Wright. I don’t remember the specific conversations and 
with who as far as the Board members, but I think it was several 
Board members. Our thinking was to add more local firms to bond 
issues. 

The Chairman. This is just dropped out of the blue? I mean, you 
have a meeting a week before; right? 

Mr. Wright. That’s correct. 

The Chairman. A week before, you had selected your three un- 
derwriters; is that correct? 

Mr. Wright. Our senior underwriter and two locals. 

The Chairman. So now that selection was made? 

Mr. Wright. That’s correct. 

The Chairman. So the following week; right, Lasater had lost the 
week before? 

Mr. Wright. Yes, sir. 

The Chairman. Right? 

Mr. Wright. Yes, sir. 

The Chairman. And just out of the blue, you made a motion to 
add Collins, Locke & Lasater? 

Mr. Wright. Like I said, sir, there was conversations among the 
Board members that we thought we needed to add some more local 
firms to bond issues. 

The Chairman. Who did you have your conversation with? 

Mr. Wright. I would assume that it was all the Board. 

The Chairman. Ms. Chandler, she’s the Executive Director of the 
Agency. You didn’t consult with her? 
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Mr. Wright. No, sir. 

The Chairman. You didn’t even tell her you were thinking of 
adding somebody else? 

Mr. Wright. I don’t think that I probably had to, sir. 

The Chairman. You just made the motion? 

Mr. Wright. Yes, sir. 

The Chairman. Did you discuss it with Mr. Stout before? 

Mr. Wright. I’m sure that that conversation with Mr. Stout and 
Mr. Hardwicke and the rest of the Board members. 

The CHAIRMAN. Mr. Stout, were you aware that they were just 
going to move this? 

Mr. STOUT. I was in Europe at the time. 

The Chairman. Pardon me? 

Mr. Stout. I was in Europe at the time. 

The Chairman. So you didn’t discuss it with Mr. Stout? 

Mr. WRIGHT. I don’t know that I did. 

The Chairman. Did anybody in the Governor’s office call you? 

Mr. Wright. No, sir. 

The Chairman. You didn’t discuss it with him. He says he was 
in Europe. 

Mr. Wright. Nobody from the Governor’s office called me, sir. 

The Chairman. So you just dreamt this up? 

Mr. Wright. No, sir. I don’t remember the specifics but what I’m 
saying is that the Board members had obviously discussed this. I 
made the motion and the motion passed unanimously. 

The Chairman. Who decided that you would make the motion? 

Mr. Wright. It was among the Board members. 

The Chairman. Among the Board members? 

Mr. Wright. Yes, sir. I mean, and there again, I don’t remember 
specifically but the Governor’s office or Bob Nash did not call me 
and ask me to do this. 

The Chairman. You’ve heard the testimony for the past half hour 
now, huh? 

Mr. Wright. Yes, sir. 

The Chairman. Put yourself up here. What would you think hap- 
pened? You’re us. How does it sound? 

Mr. Wright. I don’t know when the conversation with Mr. Stout 
and Mr. Nash happened. 

The Chairman. February 17th, the month before he gets this call 
from Mr. Nash. Mr. Hardwicke, you got on the phone; right? Mr. 
Stout called you and he said, listen to this. He’s very specific over 
here, very specific when he says he asked you to get on the phone 
because he was shocked. You were friends; right? So he asked you 
to listen in. Do you remember listening? 

Mr. Hardwicke. I don’t recall listening. 

The Chairman. You’re not going to doubt Mr. Stout? 

Mr. Hardwicke. I don’t doubt his words, no. But I don’t recall 
the incident you’re talking about. 

The Chairman. But he’d have no reason to make that story up. 

Mr. Hardwicke. No. 

The CHAIRMAN. So if he tells you that he remembers that he was 
so shocked he called and said, listen to this, you believe him? 

Mr. Hardwicke. I think he said he asked some Board member 
to get on the other phone. 
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The Chairman. Specifically you. 

Mr. Hardwicke. And I don’t recall it. 

The Chairman. What’s your first name, Charlie? 

Mr. Hardwicke. Mort. 

The Chairman. He said Mort, get on here, Mort. He wouldn’t 
make that up, would he? 

Mr. Hardwicke. No, sir, I don’t think he would. 

The Chairman. My time is almost over. Here at page 15 he says: 

Answer: Yes, sir. He called over there about 30 minutes before a Board meeting, 
and I had to go in and tell the rest of the Board members what happened. 

Question: Who were the other Board members at the time? 

Answer: Well, let’s see. Mort Hardwicke. I put Mort Hardwicke on the line when 
he called over there and let Mort listen to him. Tommy Edwards, George Wright, 
Betty Walker, and Mahlon Martin. 

Question: OK, you were in the office when he called. 

Answer: I was in the office of the Arkansas Housing Development Agency about 
30 minutes before the scheduled time of the regular Board meeting to pass on the 
underwriters. 

Question: And Mr. Hardwicke was in the room with you? 

Answer: Yeah. I think I told Mort to pick up the phone and hear this, because 
it really surprised me when Bob called over. 

Question: And did Mr. Hardwicke pick up the other phone? 

Answer: I think he did. Don’t quote me on this, but as I remember, I think he 
did. 

Question: But unfortunately, Mr. Stout, because this is a deposition, you’re being 
sworn. 

See he wants to be a good guy. He didn’t want to throw you in 
and it’s not easy. 

We do quote you. So if you could just give me the best recollection that you have. 

Answer: The best recollection I have is that I had asked him to pick up the phone 
and he did. 

Question: Did he participate in the conversation? 

Answer: No, I think he just listened. 

Question: OK. Now when you told Mr. Nash that it wasn’t right to do this, what 
reaction did he have? 

Answer: He said, well, that’s the way we want it anyway. 

Mr. Stout wouldn’t have any reason to just throw you in, being 
an honorable person? 

Mr. Hardwicke. No. 

The Chairman. Mr. Wright, you made this recommendation. You 
had a discussion. What prompted the discussion? You had already 
picked the underwriters the week before. 

Mr. WRIGHT. Maybe that conversation could have. I don’t know. 
That’s what you’re leading to. I think that prompted the discussion 
from what it sounds like, that’s what prompted the discussion. 

The Chairman. You heard that the Governor’s office had called? 

Mr. Wright. I don’t recall hearing that Bob Nash called over 
here and said do this. 

The Chairman. But you’d heard about this call. Did you hear 
something about the fact that the Governor’s office wanted some 
other participation, Lasater in particular? 

Mr. WRIGHT. I don’t recall that specifically. 

The Chairman. That could have been, huh? 

Mr. Wright. I suppose it could. 

The Chairman. You wouldn’t have just picked them out of the 
air, you see. That’s the thing. 

Mr. Wright. Without the discussion of the Board members. 
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The Chairman. You just wouldn’t have picked them out unless 
there was some reason; right? 

Mr. Wright. Unless the majority of the Board members felt like 
that was the thing to do. 

The Chairman. I’ll stop at this point and we’ll proceed. 

Senator Murkowski. 

OPENING COMMENTS OF SENATOR FRANK H. MURKOWSKI 

Senator MURKOWSKI. Mr. Chairman, I wonder just as a follow- 
up, was Mr. Stout at that Board meeting when this was discussed, 
or was he in Europe? 

The CHAIRMAN. He was in Europe at the time that this name 
was added. Is that right, Mr. Stout? 

Mr. Stout. Yes, I was on vacation. 

Senator MURKOWSKI. You were part and party in the deposition 
when you acknowledge, and I quote, “I didn’t consider it a choice. 
He made a suggestion” — talking about Nash — “and I usually go 
along with suggestions when it’s made in the Governor’s office.” 

Mr. Stout. Yes, sir. 

Senator Murkowski. That’s your statement? 

Mr. Stout. Yes, sir. 

Senator Murkowski. So this was before, this conversation took 
place before you went to Europe? 

Mr. Stout. Yes, sir. I don’t really remember. 

Senator Murkowski. Sir, you know you had an opportunity to 
discuss this with the other Board members prior to your departure 
for Europe? 

Mr. STOUT. Yes, sir. Either me or Mr. Hardwicke did. I don’t re- 
member the exact date that Bob Nash called me. 

Senator Murkowski. But it’s conceivable then, Mr. Wright, that 
this information came in from the Governor’s office through Mr. 
Stout and was brought to your attention in the general discussion 
and that was the rationale under which the selection of the addi- 
tional underwriter was made? 

Mr. Wright. I guess so, sir. 

Senator Murkowski. So that may have been the manner in 
which this information — but you have no recollection of how or 
what motivated you to make that motion to include the other un- 
derwriter? 

Mr. Wright. The only thing that I vaguely remember about it is 
the Board members discussed adding other local underwriters to 
the deal. 

Senator Murkowski. There’s no minutes to that meeting? 

Mr. Wright. No, sir. 

Senator Murkowski. Why? 

Mr. Wright. I would imagine that was done prior to a Board 
meeting. I’m not for sure. 

Senator Murkowski. I thought you said it was done at a Board 
meeting? 

Mr. Wright. That’s when I made the motion. 

Senator Murkowski. In other words, it would have been dis- 
cussed, you think, prior to a Board meeting in an informal discus- 
sion? You just don’t recall whether or not there was a directive 
down from the Governor’s office through Mr. Stout from Mr. Nash 
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that you had better do this or else you’re going to fall out of favor 
with the Governor’s office? 

Mr. Wright. That’s correct. I don’t recall it being a directive. 

Senator Murkowski. That certainly seems to be the conclusion 
I would come to. 

The Chairman. Thank you, Senator. 

Senator Sarbanes. 

Senator SARBANES. I’m going to yield here, but let me be clear. 
We are mixing two meetings up here, correct? Ms. Chandler? 

Ms. Chandler. Sounds like it. It sounds like we are. 

The CHAIRMAN. There are two meetings, no doubt about that. 

Senator Sarbanes. I don’t think we’re being very clear about it. 

The Chairman. Mr. Stout first got a call in February. 

Senator Sarbanes. I’ll develop it, Mr. Chairman. 

The Chairman. As I recall, turn that light off because that cer- 
tainly shouldn’t be on their time. 

Mr. Stout, you first got a call before a Board meeting, that’s the 
one from Mr. Nash. You were surprised. You’d never gotten this. 
You turned to your friend, Mort. Mort, listen to this. This wasn’t 
a pleasant experience, was it? 

Mr. Stout. No. 

The Chairman. You even raised the question of the propriety of 
this. This had never taken place before; is that right? 

Mr. Stout. Yes. 

The Chairman. You remember with specificity that Nash said 
that they wanted 15 percent. You didn’t just drag that number out 
someplace; is that right? 

Mr. Stout. Yes. 

The Chairman. Thereafter, at another Board meeting, after the 
award had been made with respect to the housing, the three bro- 
kers, the lead broker being Merrill Lynch, at a subsequent meeting, 
Ms. Chandler, without it being on the agenda, you were not ad- 
vised that there would be a motion to add another underwriter to 
that selection, were you? 

Ms. Chandler. No, I wasn’t. 

The Chairman. Heretofore that had never taken place; correct? 

Ms. Chandler. Not to my knowledge. 

The Chairman. Did it ever take place while you were at the 
Agency thereafter, the same kind of thing, after a selection had 
been made, without notice, somebody made a motion to add an- 
other underwriter? 

Ms. Chandler. This is the last issue that I was involved in be- 
fore I left the Agency. 

The Chairman. Senator Sarbanes, thank you for your patience. 

Senator Sarbanes. Mr. Stout, when did you go on the Board? 

Mr. Stout. 1980. 

Senator Sarbanes. Was that by Gubernatorial appointment? 

Mr. Stout. Yes, sir. 

Senator Sarbanes. Who made that appointment? 

Mr. Stout. Governor Frank White. 

Senator Sarbanes. Was it for a fixed term of office? 

Mr. Stout. Yes, sir. 

Senator SARBANES. How long was that? 

Mr. Stout. Five years. 
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Senator Sarbanes. Five years. How long did this conversation, 
by your account, that you said you had with Mr. Nash take place? 
How long d’d it last? 

Mr. Stout. Approximately 4 minutes. 

Senator Sarbanes. Now, Mr. Hardwicke, you do not remember 
this conversation? 

Mr. Hardwicke. I don’t recall. I don’t doubt Mr. Stout’s word but 
I do not recall listening to Mr. Nash telling the Board that Lasater 
should get 15 percent. 

Senator Sarbanes. When did you put Mr. Hardwicke on the 
phone, by your account? 

Mr. STOUT. After Bob and I talked a few minutes and he related 
this to me, I asked Mort to pick up the phone to hear this. I asked 
him to repeat it. 

Senator Sarbanes. Was that the extent then of the conversation? 

Mr. Stout. I don’t recall. I don’t know whether we discussed any- 
thing else or not. 

Senator Sarbanes. So you heard this from Nash, then you said 
to Mr. Hardwicke, get on the phone. Then you said to Nash, repeat 
what you said. Is that it? Is that what happened? 

Mr. Stout. Yes, sir. 

Senator Sarbanes. Did you then recount this occurrence to the 
members of the Board? 

Mr. Stout. I don’t think I did. 

Senator Sarbanes. You didn’t say anything to any of the other 
members? 

Mr. STOUT. I don’t think I did. I left that up to Mort. 

Senator Sarbanes. Why did you do that? 

Mr. Stout. I don’t know. 

Senator Sarbanes. Did you tell Mort you didn’t think this was 
right? 

Mr. Stout. Yes, I did. 

Senator Sarbanes. Did you tell the other Board members that? 

Mr. Stout. I don’t remember. 

Senator Sarbanes. You didn’t think it was right. Is that correct? 

Mr. Stout. No, I didn’t. 

Senator Sarbanes. But you didn’t take any action to act on your 
beliefs that it wasn’t right? 

Mr. Stout. No, I didn’t. 

Senator SARBANES. Then what happened at the Board meeting? 

Mr. Stout. I think we selected Lasater. 

Senator Sarbanes. Did you participate in that selection? 

Mr. Stout. I’m sure I did. 

Senator Sarbanes. Did you approve it? 

Mr. STOUT. I was Chairman. I took the motions. And it was voted 
on. I didn’t vote. 

Senator SARBANES. And as Chairman, you didn’t feel any respon- 
sibility to indicate to the Board members you didn’t think this was 
the right thing to do? 

Mr. Stout. No, I didn’t. 

Senator Sarbanes. Now have you recounted this to anyone else? 

Mr. Stout. Yes, sir. I related this to Frank White and Fallon 
Conway. 
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Senator Sarbanes. Who is Fallon Conway and why did you tell 
him that? 

Mr. Stout. I was out at his house at a dinner at Frank White’s 
to tell him that. 

Senator SARBANES. What was Frank White’s position at the 
time? 

Mr. Stout. I think he was with Commercial National Bank. I 
don’t really know. 

Senator Sarbanes. Was he with Stephens & Company? 

Mr. Stout. I don’t remember, I really don’t. 

Senator Sarbanes. Do you remember when this was? 

Mr. Stout. In 1983, I think. 

Senator Sarbanes. Did Mr. White subsequently run against Gov- 
ernor Clinton? 

Mr. Stout. I think he did. 

Senator Sarbanes. When was that? 

Mr. Stout. Maybe 1984. I don’t really remember. 

Senator Sarbanes. Did this issue come up in that campaign? 

Mr. Stout. No. 

Senator Sarbanes. I’m told that it was in 1986. 

Mr. Stout. I don’t really remember. 

Senator Sarbanes. But you had this conversation with him 
ahead of that, I take it, from what you’re telling me? 

Mr. Stout. Yes. 

Senator Sarbanes. I yield to Mr. Kravitz. 

Mr. Kravitz. Thank you, Senator Sarbanes. 

Now, Mr. Stout, actually information available to this Committee 
indicates that in 1986, when Frank White ran against Governor 
Clinton again, actually former Governor White did raise alleged 
irregularities in bond underwriting contracts relating to Lasater & 
Company as a campaign issue. Do you have any recollection as to 
whether or not, at that time in 1986, Mr. White contacted you and 
said, Mr. Stout, can you remind me again what you told me back 
in 1983? 

Mr. STOUT. I don’t recall. 1986. is the year I had my stroke. 

Mr. Kravitz. So you recall this one conversation in 1983 with 
Mr. White, and then no further conversations with Mr. White? 

Sir, you have to answer for the reporter. 

Mr. Stout. No, I really don’t. 

Mr. Kravitz. And you have no recollection of the issue of Lasater 
& Company’s bond underwriting contracts with the State arising 
during the 1986 Gubernatorial Campaign? 

Mr. Stout. No, I don’t. 

Mr. Kravitz. Other than your one conversation with former Gov- 
ernor White in 1983, and your conversation that you told us about 
just a moment ago with another man in Conway, I take it that’s 
Conway, Arkansas? 

Mr. Stout. Yes, sir. 

Mr. Kravitz. That your home town? 

Mr. Stout. Yes, sir. 

Mr. Kravitz. Other than those two conversations, have you spo- 
ken with anyone about this telephone conversation you say you had 
with Mr. Nash back in 1983 until the time you gave your deposi- 
tion before this Committee last evening? 
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Mr. STOUT. I don’t recall that I did. 

Senator Sarbanes. Since 1983 until last night, you didn’t speak 
to anyone else about this? 

Mr. Stout. Not that I recall. 

Mr. Kravitz. You indicated — well, let me back up for a moment. 
When Senator Sarbanes was asking you questions, you indicated 
that you were appointed to the Housing Development Authority 
Board in 1980; is that correct? 

Mr. STOUT. Yes, sir. 

Mr. Kravitz. That was for a 5-year fixed term? 

Mr. Stout. Yes, sir. 

Mr. Kravitz. Does the Governor’s office or the Governor himself 
have the authority under Arkansas law to direct the Housing Au- 
thority to give a certain bond contract or a certain percentage of 
bond contracts to a particular firm? 

Mr. STOUT. I have no idea. 

Mr. Kravitz. Did you understand that the Housing Authority 
was an independent agency? 

Mr. STOUT. Yes, sir. 

Mr. Kravitz. You certainly understood that you served for a 
fixed term and could not be fired by the Governor. Is that right? 

Mr. Stout. I don’t know that that’s true but I suppose it was. 

Mr. Kravitz. Ms. Chandler, do you know the answer to that? 

Ms. Chandler. I don’t know the answer to that. 

Mr. Kravitz. Mr. Epes. 

Mr. Epes. I think we serve at the Governor’s pleasure. 

Mr. Kravitz. Do you know the answer to that, Mr. Epes? 

Mr. Epes. Yes. The Board members are appointed for a term. 
The Executive Director of the Agency served at the will of the Gov- 
ernor once the Board hired them. 

Mr. Kravitz. So Mr. Stout, as a member of the Board, could not 
be fired by the Governor; is that correct? 

Mr. Epes. Yes. 

Mr. Kravitz. Mr. Stout, I assume you would agree this all hap- 
pened a long time ago, 13 years ago? 

Mr. Stout. Yes, sir. 

Mr. Kravitz. I certainly don’t mean to embarrass you but I think 
you already mentioned that you have yourself had a stroke since 
that time in 1986? 

Mr. Stout. Yes, sir. 

Senator Sarbanes. The reason he says you have to answer, Mr. 
Stout, is that the reporter can’t pick up the nods. You have to say. 

Mr. Stout. I understand. 

Mr. Kravitz. I appreciate that, Senator. 

Is it fair to say, Mr. Stout, that you don’t recall the exact words 
that you or Mr. Nash may or may not have said during that con- 
versation that you now recall having with him back in 1983? 

Mr. Stout. No, I really don’t. 

Mr. Kravitz. Just to be clear, and I think you mentioned this in 
your deposition last night. Your memory of this conversation with 
Mr. Nash was that Mr. Nash simply made a suggestion to you as 
to what he thought the Board should do in relation to Lasater & 
Company. Is that correct? 

Mr. Stout. That’s correct. 
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Mr. Kravitz. This was in the nature of a suggestion rather than 
a directive on the part of Mr. Nash? 

Mr. Stout. That’s correct, yes, sir. 

Mr. Kravitz. So in other words, regardless of the fact that you 
can’t remember the exact words, you’re perfectly clear that this was 
a suggestion, not a directive? 

Mr. Stout. I think that’s correct. 

Mr. Kravitz. Just to build on that point, we now have had the 
opportunity to receive Mr. Nash’s testimony here at these hearings 
twice and form our own opinions of his personality. But you told 
us that you knew Mr. Nash. Is that correct? 

Mr. Stout. Yes, sir, knew him well. 

Mr. Kravitz. What was he like? Was he a forceful man? Was he 
a quiet man? Gentle? 

Mr. Stout. He was easygoing, not a demanding man. 

Mr. Kravitz. Not a demanding man. Did you perceive, during 
this conversation that you remember having with Mr. Nash, that 
you were being threatened in any way? 

Mr. Stout. No, sir. 

Mr. Kravitz. Did you perceive that something would happen to 
you if, for example, you did not vote to include Lasater & Company 
in a particular percentage of the Board’s bonds? 

Mr. Stout. No, sir. 

Mr. Kravitz. You understood that this was still a decision to be 
made by the independent members of this independent board; is 
that correct? 

Mr. Stout. Yes, sir. 

Mr. Kravitz. Just to be clear, didn’t you testify to this last night? 
I believe during this conversation you recall having with Mr. Nash, 
there was no mention of Governor Clinton’s name, was there? 

Mr. Stout. No, sir. 

Mr. Kravitz. It was Mr. Nash calling you, as you recall it? 

Mr. Stout. Yes, sir. 

Mr. Kravitz. Just one more question on the point of your mem- 
ory. Do you recall telling a member of the staff of this Committee 
within the past several days, over the telephone — well, let me back 
up. Did you speak with a member of the staff of this Committee 
to set up your deposition for last night? 

Mr. Stout. Yes, I did. 

Mr. Kravitz. When was that? 

Mr. STOUT. Monday afternoon, I think. 

Mr. Kravitz. It was Monday afternoon of this week, 2 days ago? 

Mr. Stout. Yes. 

Mr. Kravitz. And was that Mr. O’Callaghan of the Majority staff 
that you spoke with? 

Mr. Stout. Yes, it was. 

Mr. Kravitz. Now during that conversation, you agreed with Mr. 
O’Callaghan that your deposition would be taken by telephone last 
night? 

Mr. Stout. Yes, sir. 

Mr. Kravitz. That’s what happened last night, Tuesday night? 

Mr. Stout. Yes, sir. 

Mr. Kravitz. During your conversation with Mr. O’Callaghan on 
Monday afternoon, did you tell Mr. O’Callaghan that your recollec- 
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tion of your conversation with Mr. Nash was that he asked you or 
suggested to you that Lasater & Company should be given 30 per- 
cent, not 15 percent but 30 percent of the Housing Authority’s bond 
business? 

Mr. Stout. I don’t think so. I don’t recall even talking about it. 

Mr. Kravitz. Now, Mr. Hardwicke, if I could ask you a few ques- 
tions. I know Senator Sarbanes already touched on this. You have 
absolutely no recollection of being brought into a telephone con- 
versation between Mr. Stout and Mr. Nash. Is that correct? 

Mr. Hardwicke. Mr. Stout stated that some Board member got 
on the phone and thought it might have been me. I don’t recollect 
it but it’s possible that I did. I’m not saying that I didn’t, but I 
have no recollection of talking to Bob Nash of the Governor’s office. 

Mr. Kravitz. I just want to read to you an excerpt from your 
deposition before the Committee because I think it corroborates the 
testimony that you just gave. And I just want to ask you if it re- 
freshes your memory any further. This is at page 44 of your deposi- 
tion before this Committee. You were asked: 

Question : Did the Governor’s office ever identify a specific firm that they wanted 
to see get a certain amount of the underwriting business? 

Answer: No, sir, not to me. 

Question: Do you know if they did to anybody? 

Answer: Not that I know anything about. 

Question: So you never heard that? 

Answer: I never heard it, no. 

Was that your testimony at your deposition on page 44? 

Mr. Hardwicke. That’s what it says, yes. 

Mr. Kravitz. So would you agree that your testimony is certainly 
inconsistent with the notion that you were put on the telephone to 
listen to the conversation that Mr. Stout has testified having had 
with Mr. Nash? 

Mr. Hardwicke. Will you state that question again? 

Mr. Kravitz. I’ll try to do it a little bit better. Let me just actu- 
ally sum it up this way. You have no recollection not only of hear- 
ing the conversation between Mr. Stout and Mr. Nash but you have 
no recollection of ever hearing that anyone in the Governor’s office 
sought to influence the awarding of the Housing Authority’s bonds. 
Is that correct? 

Mr. Hardwicke. After Bill Clinton was re-elected for the second 
time, I had an appointment with him. I said, what are you going 
to do about Stephens. And he said, “Well, Jack was against me, 
Whit was for me. Give them a fair shake.” That was the end of the 
conversation. 

Mr. Kravitz. So your only knowledge of the view of Governor 
Clinton after 1983 regarding the awarding of bond contracts was 
that Stephens, Inc. should get its fair share even though it had op- 
posed Governor Clinton? 

Mr. Hardwicke. He said, “Whit was for me, Jack was against 
me.” And they fought him pretty hard, the Stephens group. Whit 
was kind of out of it back then. I don’t mean out of it. He was still 
the top dog but he was getting older. 

Mr. Kravitz. Governor Clinton told you that both firms should 
get their fair share? 

Mr. Hardwicke. That’s right. “Give them a fair shake,” he said. 

Mr. Kravitz. Mr. Feuer. 
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Mr. Feuer. Why don’t we pursue this issue of whether or not the 
Stephens Firm got a fair shake? In fact, whether all the local under- 
writing Firms in Arkansas got a fair shake. Let’s take a look at the 
Housing Agency Board Minutes of February 17, 1983. I think you 
all have those down there at the table. 

Mr. Stout, you recall that Mr. Nash called you shortly before a 
Board meeting? 

Mr. Stout. Yes, sir. 

Mr. Feuer. The Board meeting was to decide which underwriters 
would participate in the Housing Agency’s single-family bonds? 

Mr. Stout. Yes, sir. 

Mr. Feuer. Is it your recollection that after that phone call, that 
you or Mr. Hardwicke conveyed what Mr. Nash had told you to the 
other members of the Board? 

Mr. Stout. I think so, I’m not sure. 

Mr. Feuer. Do you recall that the Board then voted to include 
the Lasater Firm as one of the Agency’s underwriters? 

Mr. Stout. I think that’s correct. 

Mr. Feuer. Mr. Stout, I’d like to direct your attention to page 4 
of these Board Minutes of February 17th. At the top of the page 
there, the paragraph that carries over from page 3, the First sen- 
tence that begins on page 4 reads: 

After allowing time for questions and discussion, Chairman Stout recommended 
that the Board allow the Housing Subcommittee to have final approval of the com- 
position and breakdown of underwriters in the proposal. 

Do you recall that? Do you recall recommending to the Board to 
allow a Subcommittee to decide which underwriters would partici- 
pate in the single-family bonds? 

Mr. Stout. I really don’t. 

Mr. Feuer. You were Chairman of the Housing Agency at that 
time; is that right? 

Mr. Stout. Yes, sir. 

Mr. Feuer. As Chairman of the Agency, you signed the copies of 
the Agency’s Board Minutes; is that right? That’s your signature on 
page 5? 

Mr. Stout. Yes, sir; right before the following meeting. 

Mr. Feuer. You have no reason to think that the minutes aren’t 
accurate when they report what happened at the Board meeting? 

Mr. Stout. No. 

Mr. Feuer. You should have there minutes of another meeting 
that same day, a 1-page document, and it reads at the top, Minutes 
Arkansas Housing Development Agency Subcommittee Meeting. 

The second paragraph there reads: 

Chairman Stout called the meeting to order and stated that the purpose of the 
meeting was to discuss a proposed solution to the problems with the current Single- 
Family Bond Program. After discussion, it was determined that the composition and 
breakdown of underwriters in this proposal be as directed below. Dabbs Sullivan, 
Division of G.K. Baum Company and Blyth Eastman Paine Webber — 60 percent. 
T.J. Raney & Sons, Stephens, Inc., Collins, Locke & Lasater Inc. — 40 percent 
(13V3rd percent each). 

Mr. Stout, do you remember this? 

Mr. Stout. Not really. I really don’t. 

Mr. Feuer. You do not recall chairing a Subcommittee that se- 
lected the underwriters that would participate in the Agency’s sin- 
gle-family bonds? 
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Mr. Stout. No, I don’t. 

Mr. Feuer. In the first paragraph on that page, the second sen- 
tence reads: “The Subcommittee consisted of Chairman Charles 
Stout, Vice Chairman Mort Hardwicke, and Fred Dacus.” Who is 
Fred Dacus? 

Mr. Stout. He was a realtor from Jonesboro, Arkansas. 

Mr. Feuer. He was a member of the Housing Agency Board? 

Mr. Stout. Yes, sir. 

Mr. Feuer. Who appointed him to the Board? 

Mr. Stout. I believe Governor White did. 

Mr. Feuer. So the Subcommittee that selected the underwriters 
for the Agency’s single-family bonds in February 1983, which in- 
cluded the Lasater firm for the first time, was composed of two ap- 
pointees of Governor White and one appointee of Governor Clinton. 
Is that correct? 

Mr. Stout. It looks that way. 

Mr. Feuer. Ms. Chandler, do you recall that the Agency was ex- 
periencing problems with the single-family bonds that had been un- 
derwritten previously at that time? 

Ms. Chandler. Yes, we were. 

Mr. Feuer. Who had been the underwriter of those bonds? 

Ms. Chandler. E.F. Hutton was the lead and Stephens, Inc. and 
T.J. Raney were the locals. 

Mr. Feuer. Did Mr. Sullivan of the G.K. Baum Company and 
Paine Webber together come up with a proposal to restructure 
those bonds that had already been issued? 

Ms. Chandler. Yes, they did. 

Mr. Feuer. Is that why the G.K. Baum Company and the Paine 
Webber firm were chosen as lead underwriters for the restructured 
single-family bonds? 

Ms. Chandler. That’s correct. 

Mr. Feuer. Were the T.J. Raney & Sons, Stephens, Inc. and the 
Lasater firm included as local underwriters or co-managers for that 
issue? 

Ms. Chandler. Yes, they were. 

Mr. Feuer. These minutes state that these three local firms — 
Raney, Stephens, Inc., and the Lasater firm shared equally in this 
issue. They each got the same share of those bonds. Is that right? 

Ms. Chandler. That’s correct. 

Mr. Feuer. Do you have any reason to think that the Lasater 
firm received any larger share than is reflected in these minutes? 

Ms. Chandler. No. 

Mr. Feuer. Do you have any reason to think they had a special 
deal that was different from the underwriters? 

Ms. Chandler. No. 

Mr. Feuer. Do you have any reason to think that they didn’t 
have to find purchasers for the bonds that they were allocated the 
same as the other underwriters did? 

Ms. Chandler. No. 

Mr. Feuer. What about the other members of the panel? Is any- 
one aware of the Lasater firm receiving a larger share than the 
other local firms? 

Mr. Wright. No, sir. 


2678 


Mr. Feuer. As far as the members of the panel are aware, these 
minutes are correct and the Lasater firm received the same share 
as the other local firms, the Raney firm and the Stephens firm? Is 
that right? 

Voices. Yes, sir. 

Mr. Feuer. You should also have down at the table the minutes 
of an August 31, 1983 meeting of the Housing Agency Board. 

Ms. Chandler. Excuse me, August what? 

Mr. Feuer. August 31st. The sixth paragraph reads: 

Mr. George Wright, Chairman of the Review & Recommendation Subcommittee, 
handed Chairman Stout the following recommendations and fee percentages. 

This is for a subsequent issue of single-family bonds, I believe. 

The following recommendations and fee percentages: 

Senior Underwriters are Blyth Eastman Paine Webber — 25 percent. Co-Senior are 
the First Boston Corporation — 20 percent; and Prudential-Bache Securities — 15 per- 
cent. Co-Managers are Collins, Locke & Lasater — 10 percent; Dabbs Sullivan, Divi- 
sion of George K. Baum & Company, 10 percent; T.J. Raney & Sons, Inc. — 10 per- 
cent; and Stephens, Inc. — 10 percent. Chairman Stout called for a motion to accept 
the Subcommittee recommendations. Mr. Tommy Edwards made such a motion; Mr. 
James Branyan seconded; and the Board approved. 

Mr. Stout, you remember this? 

Mr. Stout. No. 

Mr. Feuer. Mr. Wright, do you have any reason to believe that 
the minutes are incorrect and that the Lasater firm received some 
larger share of the bonds that were being underwritten? 

Mr. Wright. No, sir, I believe this is correct. 

Mr. Feuer. It is your recollection that all the local firms in Ar- 
kansas shared equally when it came to underwriting Housing 
Agency’s bonds? 

Mr. Wright. I believe that’s correct, sir. 

Mr. Feuer. Mr. Hardwicke, you were on the Housing Agency 
Board in 1983. Did you think at that time it would be a good idea 
for the Housing Agency to use a greater number of underwriters, 
more underwriters? 

Mr. Hardwicke. That’s always been my feeling that the more 
participation of local underwriters, the better off we would be, yes. 

Mr. Feuer. Why did you have that belief? Why did you think 
you would be better off? 

Mr. Hardwicke. I figured they could make some money out of 
it and spend it in Arkansas. 

Mr. Feuer. Mr. Wright, do you remember Board members dis- 
cussing at that time that the Agency should use more local under- 
writers? 

Mr. Wright. Yes, sir, I do. 

Mr. Feuer. Why did you think it would be a good idea for the 
Board to use more local underwriters? 

Mr. Wright. We thought it was a good idea to include more local 
underwriters or as many as we could on the issues to kind of 
spread the business around. 

Mr. Feuer. Ms. Chandler, do you recall the Housing Agency 
Board members discussing using a greater number of underwriters 
for the Agency’s bond offering? 

Ms. Chandler. Yes, I do. 

Mr. Feuer. What were those discussions? 
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Ms. Chandler. Just that the bidding would be more competitive 
if we included other bond underwriters. 

Mr. Feuer. Did you think it would be a good idea for the Agency 
to use more bond underwriters? 

Ms. Chandler. Yes. 

Mr. Feuer. Why was that? 

Ms. Chandler. The same reason. We’d had the same local un- 
derwriters for 3 years and the same elite underwriter for 4 years. 
If underwriters know that they are going to get the next bond issue 
that we decide to sell, then how competitive are they going to be. 
So if you include other underwriting firms, you get lower bids. 

Mr. Feuer. Which were the lead underwriters and the other un- 
derwriters that the Agency had been using for 4 years? 

Ms. Chandler. E.F. Hutton, Stephens, Inc., and T.J. Raney. 

Mr. Feuer. Mr. Epes, you joined the Housing Agency as Execu- 
tive Director in 1983; is that right? 

Mr. Epes. Yes, sir. 

Mr. Feuer. Is it your impression that in the course of 1983, the 
Housing Agency began to use a greater number of underwriters? 

Mr. Epes. It’s more than an impression, it’s a fact, yes, sir. 

Mr. Feuer. Why was that? 

Mr. Epes. Whenever I began my appointment on there, everyone 
I talked to about the interest that they had and the involvement 
of underwriters was that they felt that we needed to involve as 
many underwriters as possible because we would get better ideas 
and better pricing on bonds and better ideas about new structures 
of bonds and keep up with what’s going on in the marketplace. 

Mr. Feuer. You served at the Housing Agency until it became 
the Development Finance Authority in 1985; is that right? 

Mr. Epes. Yes, sir. And then continued on through 1988, yes, sir. 

Mr. Feuer. Through 1988. Did the Development Finance Author- 
ity continue to use a greater number of underwriters in their bond 
offerings? 

Mr. Epes. Yes, sir, we did. 

Mr. Feuer. Was the Lasater firm the only underwriter that the 
Agency added to its list of underwriters after 1983? 

Mr. Epes. No. There were occasions when we added co-managers 
for various reasons throughout that period of time. We normally 
did not select a senior manager in that manner, but for co-man- 
agers, it was not a big deal basically because they were not the 
ones that did most of the work on the financing. The main exper- 
tise we asked them to have was the ability to market the bonds it- 
self, and not help us structure and work up the financing and do 
all of the work in preparation of issuing bonds. 

Mr. Feuer. Our time is up, Mr. Chairman. 

The Chairman. Senator Murkowski. 

Senator MURKOWSKI. Thank you, Mr. Chairman. 

I am going to refer back to something that we have gone over to 
some extent that I think needs further evaluation. 

Mr. Stout, relative to your deposition where you said this was 
when Mr. Nash called you to tell you to include Lasater in the un- 
derwriting group, and you said it was the first time he ever called 
you that day that you recall, I gather that’s correct? 

Mr. Stout. Yes, sir, I think that’s correct. 
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Senator Murkowski. So it had a lasting impression, obviously, 
and the question was asked, “Was it your impression that this was 
a pretty important message?” And you said, “Yes.” Then the ques- 
tion was asked, “That’s why you and the other Board members de- 
cided to put Lasater & Company in underwriting groups with the 
AHDA bond yields; is that right?” You answered, ‘Yes, sir.” 

Now, Mr. Feuer was saying that you weren’t threatened or that 
you weren’t forced into putting anything in including Lasater’s Firm 
in underwritings, but that was the practical effect of Mr. Nash’s re- 
quest. And when you were asked, “Did you really have a choice?” 
You responded, “I didn’t consider it a choice. He made a suggestion, 
and I usually go by suggestions when it’s in the Governor’s office.” 
From that, I would assume that your interpretation was that Mr. 
Nash had the authority to deliver that message from the Gov- 
ernor’s office? 

Mr. Stout. Yes, sir. 

Senator Murkowski. And you assumed that was the message of 
course Mr. Nash was carrying from the Governor since it was in 
the name of the Governor’s office? 

Mr. Stout. Yes, sir. 

Senator Murkowski. There was no doubt about that? 

Mr. Stout. No. 

Senator MURKOWSKI. The next question was, “So when the Gov- 
ernor’s office says do something, you do it; is that right?” And your 
response was, “Yes, sir.” 

Mr. Stout. Yes, sir. 

Senator MURKOWSKI. You indicated here in my presence that you 
felt uncomfortable about that kind of process but nevertheless you 
were aware that it was a direct message and it should be carried 
out; otherwise there would be consequences or the implication of 
that. Is that correct? 

Mr. Stout. Yes, sir. 

Senator Murkowski. I am a little concerned with the fact that, 
at some point in time, you shared that information with Mort 
Hardwicke and he was on the same call with you, or he was asked 
to listen to this. Is that correct? 

Mr. Stout. Yes, that’s what I recall. I think it was Mort. 

Senator Murkowski. You think it was Mort. He was there with 
you, or your recollection is that he was there with you? 

Mr. Stout. Yes, sir. 

Senator Murkowski. This was when the call came in? 

Mr. Stout. Yes, sir. 

Senator Murkowski. In listening, did you have a phone, did you 
press a button? 

Mr. Stout. Yes, sir. 

Senator Murkowski. So you had a conference call. Was anybody 
else present at that time or just the two of you? 

Mr. STOUT. I don’t recall anybody else being present. 

Senator Murkowski. No secretary or anyone else? 

Mr. Stout. No. 

Senator Murkowski. Did you converse after the conclusion, after 
Mort Hardwicke allegedly listened to the call, after you were com- 
pleted, did you discuss it? 

Mr. Stout. I don’t really recall. 
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Senator Murkowski. You don’t recall. Now this was a pretty sig- 
nificant call. 

Mr. Stout. Yes, sir. 

Senator MURKOWSKI. It was in effect an order from the Governor. 
There’s no question about the intent of Mr. Nash’s message. It was 
take care of this. I find it extraordinary that Mort Hardwicke 
wouldn’t remember or have any recollection. It might have oc- 
curred, Mr. Hardwicke, but you don’t know? 

Mr. Hardwicke. No, I don’t recollect it. But you’re talking about 
14 years ago. 

Senator MURKOWSKI. Well, yes, but it’s pretty significant. We 
have one witness who recalls sharing a call with you and I gather 
you have no recollection? 

Mr. Hardwicke. I have no recollection of it. 

Senator Murkowski. Yet this was discussed at some point in 
time among the Board members because this somehow resulted in 
Mr. Wright suggesting or initiating by a process of introducing an 
additional underwriter in the form of a motion to the Board. Cor- 
rect, Mr. Wright? Basically along those lines you saw fit to do this? 

Mr. Wright. Yes, sir. 

Senator Murkowski. You didn’t do it on your own volition? 

Mr. Wright. I didn’t just pull that out of the blue sky. There had 
been some discussion about adding more underwriters. I made the 
motion and the Board voted to pass that. 

Senator Murkowski But you don’t recall any minutes of a Board 
meeting where it was discussed? 

Mr. Wright. No, sir, I do not. 

Senator Murkowski. We have one, two, three, four members of 
the Board, five members of the Board here with us, four former 
members, whatever, three? 

You didn’t keep minutes of your discussion before a formal ac- 
tion? Did somebody propose or the discussion suggested that? Or 
that there was a communication from the Governor’s office suggest- 
ing we add another underwriter? 

Mr. Wright. I don’t recall any. 

Senator Murkowski. I would like to get back, Mr. Wright, to 
your explanation of just how you came up with this motion because 
it sounds to me like there’s some effort here to not try and remem- 
ber a process that ordinarily is done by committee action, and it 
was initiated by you. One member, I believe, you were what, out 
of the country at the time of that meeting, Mr. Stout? 

Mr. Stout. Yes, sir. 

Senator MURKOWSKI. So you remember clearly you were out of 
the country. Mort Hardwicke you were there? 

Mr. Hardwicke. Probably yes. 

Senator Murkowski. You don’t recall a Board meeting either? 

Mr. Hardwicke. No, I don’t recall it. 

Senator MURKOWSKI. But you recall Mr. Wright, vividly, intro- 
ducing this motion? 

Mr. Wright. I recall it by looking at these minutes. It says that 
I made the motion. I remember there was some discussion about 
adding more local underwriters to all our issues. I did make the 
motion. I mean, it’s in the record. 
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Senator Murkowski. According to Mr. Stout’s deposition, pages 
30 and 31, Mr. Hardwicke casually discussed Mr. Nash’s request 
with each Board member. Is that right? 

Mr. Hardwicke. Repeat that question. 

Senator MURKOWSKI . According to Mr. Stout’s deposition, Mr. 
Hardwicke casually discussed Mr. Nash’s request with each Board 
member. Is that right? 

Mr. Hardwicke. I don’t recall that. 

Senator Murkowski. You don’t recall that. I find it hard to be- 
lieve that you don’t remember anything but I suppose those things 
can happen. 

Explain for me, Mr. Stout, the reaction that you had when you 
received the letter from Stephens indicating their withdrawal of 
their willingness to underwrite? That must have sent a few waves 
through the Board and I noted that all the Board members were 
copied, including Linda Trent and a copy went to then-Governor 
Bill Clinton. When an underwriter drops off an underwriting, and 
puts in the letter, with outside interferences by political and other 
interests as one of their concerns over the actions contemplated by 
the Arkansas Board, that also suggests you investigate more care- 
fully whether the added company meets the standards of capital 
and experience. 

Then in the last paragraph, it says, “With reluctance, we are 
withdrawing from this issue. Hopefully, this action will not pre- 
clude us” — and so forth. That’s a pretty strong message to a Board 
expressing concern, and you have lost an underwriter here. What 
was the attitude of the Board relative to this? Was there dis- 
appointment? Was there any action? Was it shared that we ought 
to consider the recommendations of this firm, Stephens, Inc., one 
of the bigger, better, and larger firms? Mr. Stout, do you have any 
reflection on what kind of waves this sent to the Board when it 
came through? 

Mr. Stout. I don’t distinctly remember getting this letter. I re- 
member it surprised me, and I think we discussed it with Linda, 
didn’t we? 

Ms. Chandler. Yes. 

Senator Murkowski. I wonder, Ms. Chandler, what was the re- 
action? You said you discussed it. Maybe you and Mr. Stout can ex- 
plain what your discussion covered. 

Ms. Chandler. I knew that the letter was coming and I called 
Mr. Stout and told him that that was what Stephens was planning 
to do. 

Senator Murkowski. Why did you know it was coming? 

Ms. Chandler. I was told by a representative from Stephens. 

Senator MURKOWSKI. Ms. Chandler, did you communicate that to 
any other member? 

Ms. Chandler. No, I did not. I called Charlie Stout and no one 
else. 

Senator MURKOWSKI. Mr. Hardwicke. 

Ms. Chandler. No, I did not. 

Senator Murkowski. Did you communicate that information, Mr. 
Stout, with any other members of the Board? 

Mr. Stout. Not to my knowledge. 

Senator MURKOWSKI. Any explanation as to why you wouldn’t? 
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Mr. Stout. I think I met with Gene Wilbourn over this letter 
and we discussed it. 

Senator MURKOWSKI. Ms. Chandler, you felt your action was ade- 
quate in just mentioning it to Mr. Stout? 

Ms. Chandler. I didn’t just mention it to him. I called him and 
told him. 

Senator MURKOWSKI. Do you recall calling or talking to any other 
members? 

Ms. Chandler. I did not. 

Senator MURKOWSKI. You have no recollection of that? 

Ms. Chandler. I did not talk to any other members. I talked to 
Charles Stout as the the Chairman and that’s all. 

Senator MURKOWSKI. Isn’t it in the ordinary course of events that 
something of this sort would come to the attention of all the Board 
since all the Board were copied by this letter? 

Ms. Chandler. Ask that again, please. 

Senator MURKOWSKI. Wouldn’t it be anticipated that the other 
Board members would be advised or that this would be a subject 
on the agenda for a meeting so that it could be discussed because 
it is a pretty significant thing. Here is an underwriter that’s been 
around with a good reputation, decides to drop off and leave some 
interesting innuendoes about political influence dominating a proc- 
ess that an independent board has set up to ensure that those 
kinds of influences don’t persist. But nothing was done. 

Ms. Chandler. To my knowledge, I was not included in any 
meetings, but if they are copied, wouldn’t you assume they got the 
copy at the same time as we did? 

Senator MURKOWSKI. I would assume so. 

Mr. Hardwicke, do you recall getting a copy of this letter? 

Mr. Hardwicke. No, sir. 

Senator MURKOWSKI. You do not recall? 

Mr. Hardwicke. No, sir. 

Senator MURKOWSKI . Even though you could have got the copy 
and just not had a recollection of it? 

Mr. Hardwicke. Yes, sir. 

Senator MURKOWSKI. Mr. Wright. 

Mr. Wright. I remember them resigning off of the issue but as 
far as getting that specific letter, I’m sure I did if it was carbon 
copied to me. 

Senator MURKOWSKI. Now just one more time, Mr. Wright. If 
you would take me through the process that caused you to initiate 
your recommendation that the Board take action to include the 
Lasater firm? 

Mr. Wright. I made the motion to the Board. 

Senator MURKOWSKI. But let’s go back. Was it on the agenda? 

Mr. Wright. No, sir. In the end, I don’t know that it has to be 
on the agenda. 

Senator Murkowski. Well, it probably doesn’t, but oftentimes 
those are on approved agendas, but this particular time, as far as 
you know, it wasn’t. You made the motion. What caused you to 
make the motion? 

Mr. Wright. I believe that the Board members had discussed a 
desire to increase the number of local underwriters on our issues. 
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The Chairman. Mr. Wright, let me ask you something, if I might. 
Wouldn’t it be more accurate to suggest that the Board members 
had discussed not just adding more local members but adding the 
firm of Collins, Locke & Lasater? 

Mr. Wright. That very well could be, sir. 

The Chairman. You see 

Mr. Wright. That’s a local firm, sir. 

The Chairman. I understand that, but it wasn’t a generic thing. 
It wasn’t that we’re going to add all of the local firms. Here you 
had a call. And you don’t doubt Mr. Stout’s veracity, do you, Mr. 
Wright? You worked with Mr. Stout for a number of years on that 
Board, didn’t you? 

Mr. WRIGHT. A few years. 

The Chairman. You don’t doubt him as a man of integrity and 
veracity, his truthfulness, do you? 

Mr. Wright. I’m not doubting that. 

The Chairman. So when he recounts to the Board that he got a 
call from the Governor’s office and he put his friend Mort on the 
phone, and then you discussed this, it didn’t just drop in out of the 
air, as you said before. You added the firm of Collins, Locke & 
Lasater because that was what had come down. The Board mem- 
bers didn’t just dream this up themselves, hey, we want to add 
extra members. You got a call with respect to this firm. 

Mr. Wright. There again, I am not for sure when it came, 
whether it came, what the date was. 

The Chairman. Ms. Chandler, you’ve been there before. This has 
never happened where you added somebody after the initial award; 
is that correct? 

Ms. Chandler. That’s correct. 

The Chairman. Mr. Stout, with specificity, you got the request 
to give them 15 percent. Is that correct? 

Mr. Stout. Yes, sir. 

The Chairman. You remember this. By the way, I understand 
how it is that no one could remember a specific meeting on August 
31st or on July 7th, or whenever it is. Who could remember a spe- 
cific meeting? But you remember incidences of some significance. 
Isn’t that correct? You wouldn’t remember the date but you’d re- 
member, yes, at this time, I got a call from the Governor’s office. 
Isn’t that why you remember that, Mr. Stout? 

Mr. Stout. Yes, sir. 

The Chairman. Because you never really did get calls from the 
Governor’s office heretofore as it related to picking a particular 
firm. Is that correct? 

Mr. Stout. Yes, sir. 

The Chairman. That’s why it made an impression. 

Mr. Stout. Yes, sir. 

The Chairman. Otherwise, you would not have remembered, 
would you? 

Mr. Stout. No, sir. 

The Chairman. You don’t remember any of those meetings really 
in actuality. If you see a thing that says you were at a meeting and 
you made a motion, you will say, well, if it says I was there and 
I made a motion, then I wouldn’t dispute it; correct? 

Mr. Stout. Yes, sir. 
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The Chairman. Isn’t that the way you are all really testifying? 

Mr. Wright. Yes, sir. 

The Chairman. You can’t remember with actual specificity. One 
more time, Mr. Hardwicke, you have known Mr. Stout, and you 
have worked with him for a number of years. There was something 
about — I’ll come back to you. 

Senator Murkowski. Let me just make a chronology very briefly 
because I think it’ll help where we are, and I won’t be more than 
1 minute. 

The Chairman. I don’t believe that. 

Senator Murkowski. Well, try me. 

[Laughter.] 

On February 17th, Nash calls Mr. Stout. February 17th, Lasater 
is included. April 12th, the underwriters were chosen for another 
issue. Lasater loses the bid. April 19th, Lasater added by the back 
door on a motion by Mr. Wright. April 28th, Stephens, Inc. pulls 
out in outrage, a Little Rock firm. Then the consequences of Nash’s 
call on behalf, at the direction of the Governor results in Lasater 
getting a 13 percent portion guaranteed, which was not something 
that didn’t happen. That really happened. That was an actuality. 

So the sequence of events from the Governor ordering it to be 
done to the consequences are evident, and as far as influence ped- 
dling is concerned, this is a classic case. 

The Chairman. Let me, if I might, and the red light is on, but 
I think we can wrap this up, and I will yield obviously to Senator 
Sarbanes, so he can make his observations or ask any questions be- 
fore we wrap this up. A lot has been made about who appointed 
you, who didn’t appoint you, what happened, you’d lose your job. 
I mean, you didn’t get paid for any of this, did you? Mr. Hardwicke, 
you didn’t get paid? 

Mr. Hardwicke. No, sir. 

The Chairman. This was an honor, it was a responsibility but 
you didn’t get paid anything, did you? 

Mr. Hardwicke. Never. 

The Chairman. Mr. Wright. 

Mr. Wright. No, sir. 

The Chairman. Mr. Stout. 

Mr. Stout. No, sir. 

The Chairman. So your positions were such that you gave of 
your own time to your community and to your State, and obviously 
there was a recognition as it accorded you some stature in the com- 
munity; is that right? 

Mr. Stout. Yes, sir. 

The Chairman. So it isn’t a question that you were going to lose 
a job if you do or if you don’t do. You were appointed by Governor 
White; is that correct? 

Mr. Stout. Right. 

The Chairman. But you had a sense and an obligation to who- 
ever the next Governor was; is that correct? 

Mr. Stout. Yes, sir. 

The Chairman. Is that why you eventually went along? You were 
not happy but you went along? You felt it was coming from the 
Governor’s office; right? 

Mr. STOUT. Yes, sir. 
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The Chairman. Is that a fair interpretation? 

Mr. Stout. Yes, sir. 

The Chairman. Senator Sarbanes. 

Senator SARBANES. Ms. Chandler, when did you become the Ex- 
ecutive Director, first the Acting Executive Director? 

Ms. Chandler. I think it was the early part of 1983. 

Senator Sarbanes. 1983? 

Ms. Chandler. Correct. 

Senator Sarbanes. When did you become the Director? 

Ms. Chandler. A couple months after that. 

Senator Sarbanes. You went to see Governor Clinton about be- 
coming Director; is that correct? 

Ms. Chandler. I did. 

Senator Sarbanes. It was an appointment by him to be made by 
him or by the Board or what? 

Ms. Chandler. No, it was not. The Executive Director’s position 
was hired by the Board of Directors, but as a courtesy, they would 
always run the name by the Governor’s office. 

Senator Sarbanes. What did you indicate to the Governor when 
you went to see him? 

Ms. Chandler. I’m sorry, I didn’t hear the question. 

Senator Sarbanes. What did you indicate to the Governor when 
you sent to see him? That was Governor Clinton; right? 

Ms. Chandler. Clinton. I indicated to him my qualifications for 
the position in the hope that the Board of Directors did run my 
name by him, he would know who I was and that I was capable 
of handling that position. 

Senator Sarbanes. What did he say to you? 

Ms. Chandler. He thanked me for coming over and shook my 
hand, and I did not have any indication when I left the office 
whether or not this would happen. I didn’t know if I would become 
the Executive Director or not. 

Senator Sarbanes. Did you tell him you had run the Agency in 
a very business like fashion without any favoritism on a straight 
merit basis? 

Ms. Chandler. Yes, I did. 

Senator Sarbanes. Then you were named a couple of weeks 
thereafter to become the Executive Director? 

Ms. Chandler. That’s correct. 

Senator Sarbanes. Then when did you step down as Executive 
Director? 

Ms. Chandler. I believe I left the Agency in June or July 1983. 

Senator Sarbanes. Why did you do that? 

Ms. Chandler. I was offered a position with Lomas & Nettleton 
Mortgage Company. 

Senator Sarbanes. A more attractive position I take it? 

Ms. Chandler. I think it was to me. 

Senator Sarbanes. Is that when you came in, Mr. Epes? 

Mr. Epes. Yes. I think there was an interim period. Mr. C.E. An- 
derson, I believe, served as Acting Director for some period of time. 
And I began work on the 15th of September, 1983, yes, sir. 

Senator Sarbanes. Mr. Stout, Chairman D’Amato said that you 
recounted to the Board this phone call that you had with Bob 
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Nash. But as I understood your testimony earlier, you didn’t re- 
count it to the Board. Is that correct? 

Mr. Stout. Would you repeat the question? 

Senator Sarbanes. Chairman D’Amato said that you had re- 
counted the phone call from Nash to the Board, and I understood 
your testimony earlier to be that you had not told them. 

Mr. STOUT. I don’t think I did. I don’t think I recounted it to the 
Board members. 

Senator Sarbanes. You didn’t tell anyone about it; is that right? 

Mr. Stout. I don’t recall. 

Senator Sarbanes. Now did you say earlier you’re from Conway? 

Mr. Stout. Yes, sir. 

Senator Sarbanes. Is Judge Johnson from Conway, the former 
member of the Arkansas Supreme Court? 

Mr. Stout. Yes, sir. 

Senator Sarbanes. Do you know one another? 

Mr. Stout. Vaguely. 

Senator Sarbanes. Mr. Hardwicke, you don’t recollect being put 
on the phone and listening in on the conversation that Mr. Stout 
reported with Mr. Nash; is that correct? 

Mr. Hardwicke. I don’t recall it. I don’t doubt Mr. Stout’s word 
but I do not recall. 

Senator Sarbanes. You don’t have any independent recollection 
of it? 

Mr. Hardwicke. No, sir. 

Senator Sarbanes. Do you recall his statement that you then 
went around and talked to the other Board members? Is that your 
statement, Mr. Stout, that he went around and talked to the other 
Board members? 

Mr. Stout. Probably. 

The Chairman. Senator, I’m going to ask that we give to Mr. 
Stout, and ask one of our people to refer him to page 30 where his 
testimony starts. This is the deposition that you gave. Would some- 
body assist him please? I want to make sure that he has it and it’s 
pointed out to him. The bottom of the page where the whole ques- 
tion came up, page 30, where it’s Mr. O’Callaghan and Mr. Stout, 
and then it goes: “OK, Mr. Stout, after you approached each of the 
Board members about including Lasater’s firm in the offer, didn’t 
you have any further conversation?” 

Senator Sarbanes. Mr. Chairman, let me finish my question. 

The Chairman. Let him take a look at his deposition. We want 
to be fair. Let him go over it. We have done that with all of the 
witnesses, so that they can go over it. And I will insist upon that 
so that he can go through it, instead of people indicating what he 
said or what he didn’t say. Let him read it over because it can get 
confusing. 

Senator Sarbanes. Mr. Stout, once you have had a chance to, in 
effect, educate yourself from your deposition, I’ll come back with 
some questions. The Chairman is very anxious that you do that ob- 
viously before we have a question and answer, instead of depending 
on your recollection here today at this hearing. 

The Chairman. I suggest that you read that starting at the bot- 
tom of line 12, “After you approached each of the Board members 
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about including Lasater’s firm, did you have any further conversa- 
tions on any other subject?” 

I want you to see what you said there. “I don’t think so. Mort 
was Vice Chairman. I think I approached him or them. I think he 
approached them. I don’t think I approached them. I don’t remem- 
ber.” Read what you go on to say for the next 7 or 8 lines on the 
next page. 

Senator Sarbanes. OK, Mr. Stout. How did it happen? 

[Laughter.] 

The Chairman. If I were you, I’d read it right back. 

Mr. Stout. Just like it’s written. 

Senator Sarbanes. How is that, because it’s written in a lot of 
different ways here. Some of it isn’t consistent with some of the 
rest of it. Why don’t you just tell us how it happened? 

Mr. Stout. Just like it’s written. 

Senator Sarbanes. Which means what? 

Mr. Stout. You tell me. 

Senator Sarbanes. Did you tell Mr. Hardwicke about it? 

Mr. Stout. Just like it’s written. 

Senator Sarbanes. That’s not an answer, Mr. Chairman. 

The Chairman. Senator, I think if we go through it with him. 

Senator Sarbanes. He has the deposition in front of him, let him 
answer the question. Did you tell Mr. Hardwicke or not? 

The Chairman. Did you tell Mr. Hardwicke about it? 

Mr. Stout. Sure I told him about it. 

The Chairman. Was it your impression that he advised 

Senator Sarbanes. It’s my time. Did you tell other members of 
the Board about it? 

Mr. Stout. No, sir. 

Senator Sarbanes. You didn’t tell any of the other members? 

Mr. Stout. Not to my memory, I didn’t. 

Senator Sarbanes. Is it your testimony that Mr. Hardwicke went 
around and told all the other members? 

Mr. Stout. It’s my recollection that he did. 

Senator Sarbanes. That he then went and told all the other 
members? 

Mr. Stout. Yes, sir. 

Senator Sarbanes. Is that your recollection, Mr. Hardwicke? 

Mr. Hardwicke. Sir, speak a little louder. 

Senator Sarbanes. Is that your recollection? Mr. Stout is telling 
us that you went around and told all the other members? Do you 
recall that? 

Mr. Hardwicke. No, sir, I do not. 

The Chairman. Could it have been the case, not that you don’t 
remember? 

Mr. Hardwicke. Yes, it’s possible certainly. We are talking about 
13, 14 years ago. 

The Chairman. When Mr. Stout says that he advised you, and 
it was his impression that you advised the other members because 
Mr. Wright did make the eventual motion, you would have no rea- 
son not to believe that to be the case, do you? 

Mr. Hardwicke. No, I don’t. 

Senator Sarbanes. Mr. Wright, do you recall being told this at 
this February meeting? 
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Mr. Wright. I just recall in general terms that we had conversa- 
tions about adding additional ones and, as the Chairman says, this 
particular one. And I made the motion. 

Senator Sarbanes. No, that was at a later meeting. I want to 
separate out these two meetings because these two meetings get 
continually confused here today. 

There was one meeting in February, there was a later meeting 
in April. The questioning has come along as though the two meet- 
ings are one meeting, and we have to separate out the two meet- 
ings. The April meeting is the one where Lasater was added to, as 
I understand it, an already existing proposition. The February 
meeting, that dealt with an entirely different bond issue, as I un- 
derstand it. Is that correct, Ms. Chandler? 

Ms. Chandler. Yes. 

Senator Sarbanes. The February meeting dealt with an entirely 
different bond issue than the April meeting. Is that correct? 

Ms. Chandler. That’s correct. 

Senator Sarbanes. What did the February meeting deal with? 

Ms. Chandler. Single-family housing issue. 

Senator Sarbanes. What did the April meeting deal with? 

Ms. Chandler. The multifamily housing. 

Senator SARBANES. In the February meeting, Mr. Wright, do you 
recall Mr. Hardwicke coming around and telling you about this 
phone call from the Governor’s office? 

Mr. Wright. Specifically, no, sir. I don’t recall him coming and 
talking to me about it. 

Senator SARBANES. Pardon? 

Mr. Wright. I do not recall Mr. Hardwicke coming and talking 
to me about that specifically. 

Senator Sarbanes. So you don’t remember? 

Mr. Wright. I don’t recall, no, sir. 

Senator Sarbanes. And you don’t recall, Mr. Hardwicke? 

Mr. Hardwicke. No, sir. I saw a document this morning that in- 
dicated that Lasater & Company had only received 1 percent of the 
bond proceeds business and that the Arkansas Finance and Devel- 
opment — 

Senator Sarbanes. I don’t think we had a document like that. 

Mr. Hardwicke. I read it somewhere this morning. 

Senator SARBANES. The percentage was higher than that. 

Mr. Hardwicke. Over the period of years, up until I guess the 
Arkansas Finance and Development Authority, after they changed 
the name of it, their percent of the business was 1 percent. 

Senator Sarbanes. You mean through Frank White’s term? 

Mr. Hardwicke. From the time of the inception of the Agency 
until I guess right now. I don’t know whether they are doing busi- 
ness with Arkansas Finance and Development, or not. 

Senator Sarbanes. I don’t know. Isn’t it the case that this bond 

! business, before Governor Clinton’s second term, was very tightly 
controlled in Arkansas, and went to only a couple of local firms? 
Is that the case? 

Mr. Hardwicke. Correct. 

Senator Sarbanes. The Governor made it clear that he wanted 
to open it up and include additional bond houses; is that correct? 


2690 


Mr. Hardwicke. I suppose that’s correct. I don’t know. He never r( 
mentioned it to me but he may have to somebody. I always had the tc 
feeling it needed to be spread around. r 

Senator Sarbanes. I think Betsey Wright testified here that they 
wanted more competition. In fact, Ms. Chandler, you indicated it 
was a very non-competitive situation since the work was going to 
a small number of houses over and over again. Is that correct? vt 

Ms. Chandler. That’s correct. 

Senator Sarbanes. So the inclusion of more houses would in- 
crease the competition and might well lead to a better deal for the 
State. Would that be correct? 

Ms. Chandler. That would be correct. 

Senator Sarbanes. Mr. Kravitz. 

Mr. Kravitz. Thank you, Senator Sarbanes. 

I just wanted to clarify one point. It was stated during the Major- 
ity’s time, Mr. Stout, that the call you received was the Governor 
ordering the Housing Authority Board to do something, and I just 
wanted to make sure that your testimony is clear on that point. 

You testified earlier that at least as far as you can recall your 
conversation with Mr. Nash back in 1983, there was no mention of 
Mr. Clinton’s name during that conversation; correct? 

Mr. Stout. That’s correct. 

Mr. Kravitz. You, to the extent you can remember this conversa- 
tion at all, viewed it as a call from Mr. Nash, not from the Gov- 
ernor; correct? 

Mr. Stout. Yes, sir. 

Mr. Kravitz. Just one other point. You testified, when I was ask- 
ing you questions before, and you also testified at your deposition 
last night at page 78, that you understood that there would be no 
consequences, nothing would happen to you or to the Board if you 
rejected the suggestion of Bob Nash as far as you recall it; is that 
correct? 

Mr. Stout. Yes, sir. 

Mr. Kravitz. Thank you. 

The Chairman. Mr. Giuffra. 

Mr. Giuffra. We just did an analysis of a document that I be- 
lieve Mr. Epes may have prepared bearing Bates Number DKSN 
26126 through 26128. It is bond issues between 1983 and 1986. 
These are the ones when Mr. Lasater first got involved with that 
first single-family issue, and there were 15 issues between 1983 
and 1986 involving single- or multifamily housing. Lasater was in- 
cluded in 14 of the issues. George Baum in 15, T.J. Raney in 14, 
Stephens in 9, Paine Webber in 9, Merrill Lynch in 5, and Pru 
Bache in 2, First Boston in 2. 

The Chairman. OK. I want to thank all of the witnesses. It is 
not easy to attempt to recall. I believe all of the witnesses testified 
as truthfully as they possibly could given the circumstances. You 
cannot recall with particularity an exact meeting at an exact time 
or when you made a motion for something. And I don’t think any 
of this is easy on those of you, particularly the people who served 
on Boards and now find themselves dragged in through no con- 
sequences of their own actions. 

So I thank you for taking the time and for the imposition and 
the difficulties that you are having to be here and give depositions 


2691 


required. We are deeply appreciative of the fact that you have tried 
to do the best that you can in reconstructing the events that took 
place 13-plus years ago. 

So you have the thanks of the Committee. 

We stand in recess until next Tuesday. 

[Whereupon, at 4:10 p.m., the Committee was recessed, to recon- 
vene on Tuesday, May 7, 1996, at a time specified.] 

[Appendix supplied for the record follows:] 
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Collins mv . 


Michael Jercme Crake is wiliir.c to give 
ecccr ms usa enc distribution or cocaine. 


He wen : to ’«or!< for Collins, Locke, i Lasater m me 
middle c : Bectemoer in 198 2 and left me firm m me fill cf 
198 2. He left because of the availability of cccame and also 
the dad reputation the Collins, Locke, i Lasater firm had vim. 
he reuse cf cocaine in the comm unity. Prior to come to work 
rc me firm he told David Collins about the bad reputation 
slims , Locke, & Lasater had for its cocaine abuse ar.d Cav id 
: 11 ins said, "This firm is cocaine free and we ; us: fired a man 
sr cocaine use" . 


The first time he remembers snorting cocaine vis at 
:mmy Tolies' nouse, located or. Ev arc rear, m Little rock, 
rkansas. After he wen t to work for Collins, Locke, i lasater r. 
aw oot.n Tommy Tolies arc Gee rc e Locke m possession, of a 
vc-gram vial of cocaine eac.n. He can't ram eraser vr.et.ner Tommy 
: 1 1 e s cr Gecrce Locke cave him some cocaine but he took 2 or 3 
omps of tr.e cocaine that was offered to rim at this same party, 
s also saw Waiter West, David Collins, and Paula Collins i.r 
: s session of cocaine. 




toes me vas 


apitci Clue ne saw be tn Can Lasater and Caere = 
:ssessior. c: a two-gram vial cf cocaine. He : 
imps cf t.ne cocaine from oc tn men. 


Lcc.te m 
me i ‘ * eh several* 


r.c to ura.<a Jhuc.< cerrv came to >c:.< ror uan 


asater m tr.e serine or i?aj. 


»: ter war os m ucx starter 


pi y me cocaine to anyone wnc -anted it. 


Cra.<e stateo mat m t.ne za__ c: _9eu ne star tec u s i r.c 
teams cr a daily basis. His sources cf cocaine curing this 
me ce r icd were Chuck Berov and Heroie Ccuclas. 


ft became obvious to him t.tat Can lasater was using 
tea me as a tool to manipulate his peers and force mem to serv 
s a buffer between t.ne aut.ncrities ar.c his cccame acuse. The 
acpie mat Michael Drake noticed that Car. Lasater used as 
offers were Gao roe Lccka, Tommy Tulles, Jay Ce Haver. , Tommy 
m ter, Chuck Berry and himself. Lasater also considered mesa 
ecple loyal cc him because he used cocaine to control them for 
“15 benefit. Craxa also noticed Dan Lasater using George Locks, 
Clarence Straham, Jay Ce Haven, and Chuck Berry to carry his 
cocaine for him. Dan Lasater disc us sec on several occasions vi: 
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Micnae! Oraka :fcccc tr.e decision to surrcunc himself pc . 

officers in arcer zo m a e n im s e 1 f look iixa he is a cccc c: 
Another way ne usee to project this image was :e::i r.g d:s w» . f 
Lmc a , and himself involved in community projects, suer, as c.t 
Florence Cr it tend an Heme Services for ur. wed mothers and the 
Artnrmis Foundation. Drake said it was a joke arcunc tne of 
that Dan was instrumental in cue tine several of tne ycunc ur. v. 
mothers m Florence Crittenden Home. In 1934 Jim Alexander, 
Chuck Ferry, Patsy ihomas , and Dan Lasater flew m Can’s jet 
Seine, Honduras to allegedly buy a cattle ranen. Micr.ael Dr 
says he later heard around tne office that it was also a trip 
buy cocaine. Jim Alexander is a farmer frem Scctt, Arkansas 
is in business with Cl ere is Crisp. They formed a company cal 
"Laser Systems". He has since found out tna t Jim Alexander t 
follower of Soldier of Fortune magazine. Cn this particular 
Lasater was having trouble purchasing land m Honduras. Tr.e 
prooiem m the transaction was tne Honduras Land Commissioner 
Drake was tele that while the above mentioned people were hav 
dinner with tne Cm ted States Ambassador, tc Honduras, Jim 
Alexander allegedly made the sta teme.nc / Why don't we take the 
Land Commissioner cut" . He under steed this statement by Jim 
Alexander to mean "wr.y don't we kill the Land Commi ss icr.er" . 


axe 
o 
and 


Michael Drake bought cocaine cr marijuana from tne 
following people : 

1. Chuck Berry , a mi 
tart “ o cr a latter ca rt cf 1984 


2. Heroie Douglas, a minimum cf 12 times from ...c 
cf 19S4 until the spring cf 133 5. Baer, cf tne purchases were 
ere gram at a time. 

3. Nat nan Calhoun , from 2 to 2 times. Baer, cf tr.e 
purchases were cne ounce cf marijuana at a time. All cf tne 
accve mentioned purrr.ases were ail dene in tr.e fall of 1934. 
Drake and Cal noun also cic cocaine together 2 tc 4 times arcur.d 
tms same time span. 



4. Bucky Clayton, mere than 12 times :r. 1 to 5-gram 

I purchases cf cocaine at a time. The purchases vers from November 
cf 19 5 4 to the winter cf 193 5. Drake remembers cr.e of the 
purchases was cene cr. the day prior to tr.e opening day c: duck 
season, in 193 5. This 2-gram purchase was made cn Friday, 

November 22, 1935. Lynn Xempr.er and Draxa would split the 
purchases of cocaine most of the time. iyr.r. Xemcner made z cr 6 
purchases around the same time from Bucky Clayton and he and 
Crake split these purchases. 


Christmas cf 

I 


Dan Lasater gave Drake 
1933. A few days later 


2 grams c 
Dr aka -tc 


cocaine around 
Dan Lasater a 
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cr.ec.< :o: 5155 :oc ::.e v-c ::;ms o : :cc a m a Cm • " : i m *. 

left :oc:cm corner of :r.e cnsck " boar/' . 

Car. lasacer bragged :o Crake :!iac Carry ~.o s a n i ls 1c 
d man vnc was cringing large cuan:i:ies of cocaine from As c 
Arkansas . Larry Pcser. field anc Drake cic cocaine ccce che r 
cc 4 different occasions. In the early summer of 1985 Larry 
Poser.fiald acproachec Drake aoouc buymc I/C round of cocaine 
from him. Drake cold him cnac r.e was era ry and cold him he 
wasn't m cere seed. 

Tommy Career and Crake were re cur r. i r.g co Lucie ?.ock 
a fear Trank Broyles was indue cad inco c.ne Boo res Hail cf Tame 
wner. chey ran m co Chuck Serry ac che Atlanta Airport. The : = t 2 
wes around December 5, 193 3. When c.ney 90 c cc che airrorc m 
Liccle To cx , Arkansas Chuck Berry asked Tommy Career anc Crake if 
c.ney wan cec some ecca cocaine. They followed Chuck Berry co n is 
van wner e he cook his money bel c off anc produced 4 clear elastic 
za.es of cocaine. Chuck Berry had enough cocaine co fill 
approx ima cely 4 coffee cups. Chuck goc his cocaine grinder cut 
and ground cr.em some cocaine up co a snore. All chree cic 
several bumps of Chuck Berry’s cocaine. 

Cr. Terry Cay cf 195 4/ Crake saw p.egcie Taylor selling 
cocaine in me men's rescrocm ac che .Ar 1 me cc a Hotel m her 
Borings, Arkansas. This dace was April 21, 195 4. Trior co 
entering me ramrrem Craxe heard from a source mar Teggie -as 
selling me cocaine in che bamreem. When r.e sneered me doer 02 



Taylor cold Craxe r.e nad 7 cr u grama -1 1.-2. ::r - ' : 1 

gram. Crake cold him ne wasn't mceresced m any cf his cocaine. 
P.eggie and Crake have done cocaine cocemer cr. 7 or 3 cif fsre.ee 
occasions . 


Crake r memo er s or. Carry Cay cf 193 3 afeer eating 
dinner ac me Carman's Walk m 5c c Springs Can Lasacer asxad him 
if r.e war. cec some cocaine. As c.ney were walking cue me cccr Car. 
Lasacer in s cr uc red Cnuck Berry cr give Drake 2 grans cf cocaine. 

Caved Collins provided Craka with cocaine on 4 cr 5 
cifferenc occasions. Cr. each cf me se cccasicr.s chey c id 2 cr 3 
rumps cf cocaine cogecr.er. Cn one of che occasions me.ncic red 
areve me y were ac David Cr Urns' Cr.riscnas carry wr.ich was .raid 
ac ms r.e use. The parry was held on me c wency-f irsc cf 
Cecemrer, 1934 . Cavic Co 1 1 m s provided Drake w 3 .tr. several corps 
of cocaine wnile me y were in che upstairs becrccm. Ocr.er people 
Drake remenrers being in che cedrccra were Tommy Tulles, Bill 
Marc me ale, Paula Collins , Tommy Career, Lynn Kempner, and Jay 
De Haven . 


o n* 
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Drake also heart aroanc ..oe a t ::e Governor : : 

New y ' ICO/ wno is Tor.y Anoya, is to :e: a jcc running Angel Fire 
when ie leaves office. It was stated c.oac Tony Anoya :u: an 
a j <r s*-:p at Angel Fire an no expense no Dan Lasater. 

Drake remembers when the Governor of Kentucky, who was 
John l . Brown, was having an investigation conducted on him by 
the IRS and Justice Department, in 19 3 3 when monies were missmc 
from his accounts. During this time Dan Lasater came by Drake 
anc said, "X just took care of John V ' s money problems". 

Dan Lasater used the term "putting cr.e in the boOt", 
when he was referring to fixing horse races. Dan told Drake 
about tne time that John Fernung, who was Lasater' s trainer, paid 
the judges off on a photo finish. Lasater stated that the judge 
tore the photo finish up in order that Lasater's horse could win 
the race. Lasater also talked about his trips to Las Vegas where 
he would gamble at the dice tables. Lasater would use the term 
"vas.oi.oc money". Lasater would reportedly lose tne money and 
later win tne money back, plus more. 

Drake was present when Billy McCord pur erased two grams 
of cocaine from tne beat Captain of tne Far Valv in 19 3 4 at Ft. 
Lauderdale, Florida. 


differ 
seme c 


10 sc u 


Crake sr.crced cocaine with Teresa Davis cr. 7 cr 
. t occasions . Seme cf tne time he wculd provide i 
t-oe time she wculd provide it. Cr.e of t.oe times : 

« u s -it". 7 : ~ " Cv*t = ••' a « at --■* la sa 

■ : — y ~ ^ : ^ =■ ~ -->» vw tne Pines Count: 

west little Reck m t.oe fall of 1534. 


.c 


and 


■4 
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Lasaer &Cbmpany 

1 N V £ S T Vt £ ^ T^B ANKERS 


The Honorable 
Bill C Uncon 

Governor ..... . 

Scare Cap i c o l 

Liccle Rock, aR 72201 

Oe a r _Go ve rno r : 

Thank you very curb for Che o; ; c : : j n : ; y : o sic down and v-. sc: 
wtch you regarding che many issues facing Arkansas an: relative 

co areas in which L a s a : e r i C o ji o a n y can asses: you cn your 

efforts co promote anc o e v e l o p A : < a n s a s 

In order co maxes: ; e our re. arc: - 
essential ::.a: we : a * e s.me 

lines o L c o mm u r. c c a : : ; r. : : e r. a c . a 

co ma.<e suTellfa: fncVe ~ . 7 n ■= : i - 

a: .a : a : e r i Cornea ny oe advised of 

a _ : . = scale o : Arkansas a r. c 

.la; C:a<e a-.: Can M o u a y . 

Secondly, we have discussed : n - a z p o c n c m e n c of 0onr.ee Spears 
c o : Arkansas Housing Soar: an: I have confirmed our u.noer ~ 

scandi.ng regarding che ispovr.ne:.: in m •• a: January 23, 

19S5, and I wane co again reafrirm our mceresc and desire i n 
seeing Mr. Spears u c.nis posirirr. . 

Next, lec me suggest c.nac we be l . eve ic would be in your besc 
Lncerjssc co sand a represen cat. v* of your seal: Co each 

Arkansas Housing and Develoome.-. c scudy meeting which usually 
preceeds Che regular meeting of che agency- Normally, che scudy 
o««cmg occurs on che third -etnesday of eac.n monen. 


Fourth , we would recommenc co you char competitive proposals be 
required on che up-coming AHCa F - A / V a financing ta permit Hutton 
co submic a proposal. I: is uporcant for us co know chac 

because we — h-a-v-e — m-a d e — co mm i erne t:t’ r~o~~lTTC~:~on a~cfd u n 1 e s~s compe c i c 7 v e 
proposals are accepted, ic would leave us. Lasacer & Company, 
in an untenable position. 


To oegin, le: me sugaes: 
order is'^Joe horfogl.o, me 
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312 Louuuni Srr«« • '.uile Aj:k. 22201 * Ml '1,6.006^ 
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Co»poo(t P»«»nou»* 0 • HO 5 3 m,— ir. 31% J- • ft. LiuU«rvUU fUjtiJj 11)01 ■ 105* *6.- MCA 
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wovinc: Z 1 . n : b r. 

• e b : u a : ■ 1 ; , 19 3; 

?4 g _ i : 


Dan .‘dojj d_y , wnc is /t:> fan, . .» r w . ; - state governm ent. a n c u,io 
serves on : n e lonvention i s i lobbyist anc 

he '.5 available on s : : a : • g ' or an/ other aa::e:s in which you 
believe his mpu; w o u L o o e • f e c : . ■/ e . Lee me encourage you 
Co call on Dan; his experience and tnoviedge is valuable- 

In addicion, we would be sore comfortable if you would cake 
Che opporcunicy or as* s o ro e : n e on veur scarf co cake che oppor- 
cunicy co appraise at or ay scar: o : any actions by you or 

you: staff prior co any pur. it announcements so chat we will 
noc be surprised or in some .-.seances etooarrasseo because of :.it 
announcement . 





Rick L • Knox 
President 


■ 
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Arkansas 


DANNT RA3KIASATER, #4 EdgebTTl>4.ittl 
, vis Urtarviewed at the R I VEFLFRONT "HI L 


a Rock, 
RIVERFRONT "El LTON MOTEL, 


North Little Rock, Arkanaaa, bv EUGENE L. CROUCH, who\ identified 
himself aa r Special Agent (SA) of the Federal Bureau of 
Investigation (FBI). Alao praaeot during the interview 
were Detective TOM JAMES, Little Rock Police Department'; 

Mr. GEORGE V. PROCTOR, United Statea Attorney, Eastern 
District of Arkanaaa, Little Rock, Arkansas; and Messieurs BILL 
WILSON and DICE MOORE, attorneys representing Mr. LASATER. 


Prior to any questioning, Mr. LASATER was advised 
that be was to be questioned concerning bis Involvement 
in the distribution of cocaine as well as all Illegal activities 
regarding associates and business transactions. Mr. LASATER 
was interviewed under an agreement of use immunity granted 
by the United States Attorney's Office, Eastern District 
of Arkansas, Little Rock, Arkansas. / 


Mr. LASATER provided rbe fallowing information : 

Mr. LASATER stated thet be vas^bora in Letonav 
White County, Arkansas, and at the age of 11 to Zaknrnn, 

Indians, the year being 1954. He attended Teylor Township 
Elementary end Junior High Schools and graduated from Sharpsvllle, 
Indiana, High School. One of bit earliest employments 
was with the HE DONALD'S Restaurant chain. After a short 
while, be was promoted to assistant manager for MC DONALD'S, 
which position he maintained for eight or nine months. At 
the age of 19, be was promoted to manager after JOHN CRUM, 
tbe manager at the time, left the restaurant to open bis 
own chain of sating establishments in Frankfort, Indiana, 
under, the name of K filC MAC'S." Be remained manager for 
approximately two years, having established the business 
aa a very profitable operation. \ \ 

On December 2, 1962, he; KORM WEASEY (phonetic), 
owner cfT he l o cal Oldia o bll e c a r- d e al er shi p ; an d GEORGE TEI 
SCOTT, father-lt -law and former Howard County, Indiana, 

\ 

^ = PB r- 00003569 


■LQ/14/B6 


North 

« LI tt lc Rock . Arkan b fi_l_ 


SA EUCENE L. CROUCH/aah 


uii4i;:x 


_XR -241E n2 


1 y 1 i 

lu/i/7 i6 


=iSdx. 


% «•* 


«me f B* it m 
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LR 245F-2 


•'Danny ray lasater 


Sheriff, forced a-"partnershi p 



fa'sc food 


restaurant by/Che name of SCOTTY'S. Af terSsLpproximBtely 
six to nine^months, Mr. LASATER advised that he was responsible 
for changing a marketing concept which enabled rhe business 
to prosper financially. As a result, he opened threemore 
SCOTTY ' S'' Restaurants within Che Kokomo, Indiana, area., 


/ Sometime during the early 1960’s, he and his 
wife at Che time, along with his business partner, NORM 
VEASEY (phonetic), traveled to Fort Lauderdale. Florida, 
to familarire themselves with a steak house operating under 
the name of the BLACK ANGUS. Utilizing a similar concept 
as a BLACK ANGUS Restaurant, he and his partners opened 
a steak house under the name of the PONDEROSA on December 28, 1965. 
He advised that this time period was about the same as 
the time that Che BONANZA chain of steak houses opened 
in the Dallas, Texas, area. He stated that the PONDEROSA 
Restaurant in aokomo, inoiana, was very •ucceiiiui, ir.d 
as a result it led u im to open an add i tend eight or ter. 
restaurant's in surrounding states. His oarmers at the 
time were CHARLES KLEPTZ . Dayton. Ohio^rnd NORM WEASXY, 
whom he believes presently resides in 'Coral Gabies. Flo rida. 

\/ 

In 1968, 43*1 of the stock was sold to two men 
from Ohio by the names of JAMES KIRSH and JACK RAUSHMAN 
(phonetic). In 1969, the PONDEROSA Company went public 
and offered seven shares of stock in the company to anyone 
who loaned SI, 000 to the company. KIRSH and RAUSHMAN (phonetic) 
used their income to purchase property and to construct 
the actual PONDEROSA buildings. As a result, there was 
very little profit during this period of time, and he eventually 
bought both individuals out and "ran them offj^’ 


He then employed an individual by the name of 
CERALD OFFICE, JR., a young attorney who had the responsibility 
of taking care of the financial and marketing end\of the 

businc>s- , who -d-id a n excel l* nc— j ob-. In - Ju n e— 1-97 2 , \Mr . LASATER 

estimated that his stock in the PONDEROSA Restaurant was 
worth $20 million, and at that time he sold approximately 
S10 million worth of the company but ended up with approximately 
$15 ml U i-ar u. ar — f concluaXon a£ rh» c«1p . 


FBI-00003570 
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In^cne latter part of this business venture, 
he became interested in the thoroughbred racing horse business 
and entered into a venture with JOHN FERNUNG with an 'investment 
of $1,50(7. He and FERNUNG purchased a yearling for $3,000 
that turned out to be a good horse that made quite a bit 
of money. More of his time was devoted to developing thoroughbred 
racing horse stables, with DAVID VANCE becoming h i trainer. 

Mr. LASATER stated that he was very successful in the thoroughbred 
racing horse business and made many visits at the time 
to the OAKLAWN RACE TRACK in Hot Springs, Arkansas. In 
1972, he and his stables stayed at the OAKLAWN RACE TRACK, 

Hot Springs, Arkansas, the entire season. 


In 1974, 1975, and 1976, his stables were the 
leading money stables in the world and as a result were 
the recipient of the Eclipse Award. / 

\ In 1577 and 197S, he oegan to lose interest ir» 
the racing aspect of the thoroughbred horsa^bus iness .and 
cut back' tokens stable, which was c pecaced by DAVID VANCE. 
His f irst 'stabl es were housed in r ^*hrn. Xf > T' r " rV ¥-i — tn—1972, 
and in 1976 v ^He bought a 1,400-acre ranch in Ocala, Florida, 
and started raising brood mares, entering into the breeding 
aspect of the thoroughbred horse business. His business 
prospered, and he made the top ten list of breeders in 
the United States. 


In 1975 or 1976, he became acquainted with GEORGE 
LOCKE during his visit to the OAKLAWN RACE TRACK in Hot Springs, 
Arkansas. He eventually moved to the Little Rock, Arkansas, 
area in 1978 or 1979. ^ 

In August 1983, he made a decision to\ get out 
of tbe horse breeding business after an unsuccessful horse 
sale in Saratoga, New York. \ 


His initial reason to move to the Little Rock, 
Arkansas, area was to open a chain of restaurants under 
the name of ANDY'S OF AMERICA, which was patterned after 

the WEND Y'S c hai n . H e advis ed tha t th e ANDY 1 S concep t 

was not completely successful, and in 1981, he sold the 
ANDY'S Restaurants to GARLAND STREET, who turned the business 
around, making it a successful operation today. 
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In January 1980, he became aeBOC^ted wi£h DAVID 
COLLINS, a friend of GEORGE LOCKE who reside<Kin Memphis, 
Tennessee , /and at the time worked for a bond compenyUn 
Memphis by the name of UMIC. \ \ 


/ 


Through DAVID COLLINS’ experience, assurance, 
and insistence, a decision was made to form a bond end 
security business under the name of COLLINS, LOCKE, AND 
LASATER. The initial investment was $68,000 each invested 
by COLLINS, LOCKE, and LASATER. Because they had no securities 
license, the business initially operated in the trade of 
equities until August 1980 when they established FIRST 
BANKERS CORPORATION in order to get their license. 


L 


JOHN SELIC , Attorney, was instrumental in acquiring 
a securities license from both the Securities Exchange 

= = thr cf /rlrsrrrr. 


v 'Prior to this event, COLLINS, LOCKF, and LASATER 
COMPANY vas\dissol ved , and the rema ining^-$I5 , OCC was pjJt 
into the establishment of the FIRST BANKERS CORPORATION. 

Soon af ter \ETRST BANKERS CORPORATION -(FBC) was CIiange~d 
back to COLLINS, LOCKE, AND LASATER. Additional working 
capital was needed, so the three of them put an additional 
$100,000 back into the company. FIRST NATIONAL BANK of 
Little Rock carried the note on this money with the stipulation 
that the money had to go directly to the COLLINS, LOCKE, 

AND LASATER COMPANY. Mr. LASATER stated that he personally 
placed an additional $100,000 into what he described as 
a subordinated debenture which left them with $225,000 
for the operation. He described the business during the 
fismal year 1981 as less than successful, but with the 
urging of DAVID COLLINS, Mr. LASATER stated he 'placed an 
additional $500,000 into a subordinated debenture for COLLINS, 
LOCKE, AND LASATER in August 1981. 

In August 1982, COLLINS, LOCKE, AND LASATER made 
$1 million in profits, but in the following months, the 
company started losing money, causing him a risk of nearly 
$1 million. 

: s' 

! j 

1 1 
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Compounded by a loss of profit® ancKbeing \told 
on May 13, 4982, that there were possible tax violations, 
COLLINS, LOCKE, AND LASATER was established as a\holdtng 
company in December 1982. \ \ 

It was determined during this time period that 
the Securities Exchange Commission (SEC) and other regulatory 
agencies had to be notified regarding the possible tax 
violations . 


In August 1983, COLLINS. LOCKE, AND LASATER (CL&L) 
was dissolved. However, GEORGE LOCKE had not been part 
of the company as of November 1982. 

Mr. LASATER advised that his first contact with 
- - se * - t u, i ~ : r 2.970'r rcf«i >s l' r 19*78 or !9 7t) 

In Lexington , KentucVv. He recalls during thi^ period 
of time. he\ was possibly given cocaine by JIMMY LAMBERT, 
whom he described as a personal friend apache time and^ 
who. operated^ nightclub in Cincinnati - , -Chic. ... 

V> 

During his early association with DAVID COLLINS 
and during the time that he was partners with DAVID COLLINS 
in the COLLINS, LOCKE. AND LASATER COMPANY, DAVID COLLINS 
gave him cocaine a minimum of fifty (50) times, usually 
in bump amounts, over a period of two or three years. 

He does not recall ever pooling an amount of money with 
GEORGE LOCKE or DAVID COLLINS in which the pool of money 
was to go for the sole purpose of purchasing cocaine. 


- As he recalls, GEORGE LOCKE's first experience 
with: cocaine was the same time as his at JIMMY LAMBERT'S 
restaurant in Cincinnati, Ohio. \ \ 


During the early part of his time iru Little Rock, 
he recalls snorting cocaine at the residence of BARRETT 
HAMILTON and the residence of JAY DE HAVEN. \ 


r 

i : 

i ! 
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He/does not specifically recall if x SARRETT -.HAMILTON 
gave/him cocaine but recalls that cocaine was present, and 
was being/used during this occasion. \ 

/ \ ' 

He me t JAY DE HAVEN through GEORGE LOCKE sometime 
in late 1978 or early 1979 and has snorted cocaine ^in DE HAVEN’s 
presence. He has given DE HAVEN cocaine a minimum of twenty-five 
(25) times, ranging from bumps to half-gram amounts * DE HAVEN 
has given him cocaine on numerous occasions also. He described 
JAY DE HAVEN as a former employee of his company who was 
dismissed from the company in October 1984 following the 
purchase of the ANGEL FIRE RESORT in New Mexico. 


Mr. LASATER recalls that during his visit at 
BARRETT HAMILTON'S residence CURTIS MC CLENDON and GEORGE 


Even though GEORGE LOCKE would have'' his own supply 
of cocaine, \he would estimate chat he has^personal ly supplies 
LOCK*. with cocaine a minimum c z seventy - 1 ivs ( / J / times, 
usually in 'bump amounts. He has also sn or ted cocai ne which 
had been provided by LOCKE. 

During his early use of cocaine, he maintained 
his supply in his pockets and even snorted cocaine at his 
office. 

After the employment of CHUCK BERRY, BERRY usually 
kept up with hia supply of cocaine, and he was aware that 
as much as one ounce of cocaine was on hand. However, 
he stated that he was unaware that CHUCK BERRY was selling 
cocaine on his own. \ \ 

He recalls confronting BERRY about selling cocaine 
and adv ised BERRY that if he were selling cocai ne on his 
own he wanted his aas away from him because it would appear 
that if BERRY was selling cocaine he (LASATER) was selling 
cocaine also. 
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Mrv^LASATER stated that he waa aware that CHUCK 
BERRY obtained nearly all of the cocaine from GLENN BRADLEY 
but that BERRY also obtained cocaine from HERB I E^ DOUGLAS . 

Mr. LASATER admitted that he had purchased approximately 
one but not jaore than two ounces of cocaine from GLENN' 

BRADLEY after being introduced to BRADLEY by a mutual friend 
of GEORGE LOCKE and GLENN BRADLEY. As he recalls, the 
young girl was from Dallas, Texas, but had grown up in 
GEORGE LOCKE ' 6 hometown of Hamburg, Arkansas. He stated 
that this purchase occurred at Apartment 12B, QUAPAW TOWERS, 

Little Rock. To the best of his recollection, he paid 
approximately $2,200 per ounce. 

He stated that he made a subsequent purchase 

_ c c r> r mv rv w _ - _ J n rAt) nv t nnvT 

drove to BRADLEY' s residence 


end he ourchssed 'sroroxima te 1 ' 


YlZ~' LASATER stated 


one-quarter (1/4) to one-half (%) ounce, 
that he persona 1 1 y made the purchase. 

Aicer these initial purchases of LULUlrfc from 
BRADLEY, it was CHUCK BERRY ' s responsibility for buying 
the cocaine from BRADLEY, and he always made sure that 
BERRY had money on hand to purchase the cocaine. BERRY 
would come to him for the money, and he would usually give 
him approximately $5,000. However, he never instructed 
BERRY to purchase in excess of one ounce. 

Within this tine frame, he recalls that BRADLEY 
contacted him and advised that CHUCK BERRY owed BRADLEY 
approximately $11,000 for past due cocaine debts. BRADLEY 
was wanting him to make good on the amount of money owed 
by BERRY. Mr. LASATER stated that he never paid BRADLEY 
for CHUCK BERRY’S cocaine debt. 


He explained that CHUCK BERRY and HERBIE DOUGLAS 
were initially hired by DAVID COLLINS and that BERRY\ ended 
up being the driver for the company limousine and what 
Mr. LAS ATER described as a gofer for the company. He ' described 
BEKRYxtfs always having a gun but that he never told BERRY 
to have it in his possession or wear it. He recalls that 
efforts were made Dy GEORGE LOCKE to acquire a pardon for 
CHUCK BERRY and another employee by the name of GARY TIPPET. 

He dloes not recall specifically but thinks that TIPPET 
was granted a pardon by the state of Arkansas. 
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of $20 , 000 per year plus all expenses. He cannot recall 
ever seeing* CHUCK BERRY drink alcohol or snort cocaine. 


/fir. LASATER stated he was aware that CHUCK BERRY 
had, traveled to the state of Florida and purchasedN coca ine 
from an unknown individual. He recalls giving CHUCK BERRY 
$ 5 ,000 after BERRY came to him and stated that he would 
be in Florida as things were getting hot, and while he 
was down there, he would get an ounce of cocaine. As he 
recalls, CHUCK BERRY has both flown and driven to the state 
of Florida, and his suspicions are that CHUCK BERRY's connection 
for cocaine was the brother of FRANK (Last Name Unknown) 

(LNU) , the boat pilot for the company boat, PAR VALU . 



. LASATER stated that he is 


familiar with AL 
V rhrss rr f rvr 


y s £ r £ he pjTChr?e~ me cur.ce cf cocaine from ^"ELLS , 

and that this purchase occurred at Apartment^l2B , QUAPAW 
TOWERS, Little Rock. . V 


Tn^'October 1982 and at the insistence or uAVTD 
COLLINS, a boat was purchased for the company with DAVID 
COLLINS putting up one-half (%) of the amount of the purchase 
price and CULL putting up the additional one-half (%) of 
the purchase price. 


Eventually, the boat was purchased by LFI CORPORATION, 
which is a corporation set up for LASATER's children, and 
the boat was leased back to CL&L. 


The boat was eventually sold to an individual 
by the name of DON WALKER, former governor of the state 
of Illinois. DAVID COLLINS handled the sale of \ Che boat, 
and money wa6 lost in the deal . 

In regard to DON WALKER, Mr. LASATER advised 
that he had loaned WALKER $200,000, and since WALKERv was 
a customer, there were no improprieties surrounding Che 
loan. WALK DL_was the owner__of a JIFFY LUBE Comp any. apd 
a savings and loan and was in financial straits at the 
time- Stock for the savings and loan company owned by 
WALKER was held as collateral on the loan, which was eventual 
paid in full. 
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■ On 1£/14/Si P^_2_ 


/ Witb^regard to a trip to Bel i ze /'Central America, 
Mr. LASATER /Stated that he; PATSY THOMPSON; JTM ALEXANDER ; 

ED CUMMINCS", an attorney from Washington, D.C.*\CHUCK\ BERRY; 
and an individual from the state of Oklahoma whose name 
he doea not recall traveled with the purpose of purchasing 
a 2/4 . 000-acre farm or ranch. The transaction included 
having to deal with the governor of Belize, who, for some 
unknown reason, was hard to deal with. He recalls that 
for this reason JIM ALEXANDER made aome type of off-the-wall 
statement that the governor should be wasted. Mr. LASATER 
recalls becoming very perturbed over this statement and 
proceeded to leave the meeting, and the purchase transaction 
never occurred. 


On their return trip to the United States, he 
did not recall any unusual circumstances which occurred 

or :r. Little Rock, Arkansas , & other :har. the fact that JTM 
ALEXANDER had been confronted by the agents ^regarding, night 
vision gocgVes which he had in his possession \ 


\ 


When questioned about a particular trip to South 
America, Mr. LASATER related that in 1977 or 1978 he, JOHN 
KEENAN, end CEORGE LOCKE purchased a Learjet aircraft with 
each sharing one-third (1/3) of the expenses. Due to the 
lack of use of the aircraft, all three agreed to lease 
the aircraft, and KEENAN arranged for someone to lease 
the aircraft in Las Vegas, Nevada. He recalls that GEORGE 
LOCKE traveled to Las Vegas where the plane was leased 
to an ambulance service which had been hired to travel 
to Bogota, Colombia, in order to bring back to_the United 
States a young individual who had crashed an aircraft with 
drugs onboard. As he recalls, the individual had been 
badly burned, and the individual was to be flown to the 
Burn Center in Houston, Texas. He recalls that upon landing 
in Bogota-, r . nlnmhla , Smith Am er i c a, o f f icials-crf thst government 
seized the aircraft. Mr. LASATER stated he wa6 not Ware 
of what eventually happened to the aircraft, but since 
it was insured by LLOYD’S OF LONDON, he did not experience 

a loss, ^ 
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Mr^LASATER stated that he ia fami>iar with MITCHELL 
WOOD and that he met WOOD through CEORCE LOCKE^ome t ime 
in 1979 or 1980 and started using cocaine with MTTCHELL 
WOOD aometime in 1980 or 1981. He adviaed that he gave 
MITCHELL WOOD cocaine a minimum of twenty-five (25 N ) times 
in bumpy amounts. He related that MITCHELL WOOD ha* given 
him cocaine a minimum of three or four times, also in bump 
amounts. He ia not aware if CHUCK BERRY ever sold MITCHELL 
WOOD cocaine. He is aware that MITCHELL WOOD is employed 
by the ARKANSAS INDUSTRIAL DEVELOPMENT CORPORATION CAIDC) 
in some type of teaching capacity. He described MITCHELL 
WOOD as a friend, and when MITCHELL WOOD traveled with 
him or attended parties with him, he (Mr. LASATER) usually 
took care of the expenses. 

u a Vi • c inonsj M ITCHF1L worm mnrs • v t usually in 
$200 to $400 amounts, on several occasions in which WOOD 
would come, to him for a loan in order to meet" personal 
bills, tie advised chat MITCHELL WOOD presently owes him 


approximate 


c *> n n a 


Mr'. LASATER advised that when he placed bets 
with bookies, it was always with EDDIE STAFFORD or JIMMY 
NEWBERRY and that he never placed a bet with AL WELLS. 

Mr. LASATER described DAWN SIMS as a former employee 
who was hired by his wife, LINDA LASATER, to work as a 
babysitter and to perform housecleaning duties. He admitted 
giving cocaine to DAWN SIMS approximately two times and 
always in bump amounts. He denied ever ei ving_coca ine 
to t-he daughter of DAWN S IMS. DAWN S1MS T employment was 
terminated by LINDA LASATER after LINDA suspected SIMS 
of making advances to him (LASATER). He recalls hearing 
a rumor that DAWN SIMS was selling cocaine after her dismissal 
by LIND A LASATER. As he recalls. DAWN SIMS re sided in 
an apartment aome'./here near the intersection of Fai^ Park 
and Kavanaugh. \ 

\ 
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MrXLASATER advised that TOMMY TULcOS was one 
of the first salesmen hired by DAVID COLLINS for CL&L. He 
has furnished TULLOS cocaine on four to six occasions\in 
bump amounts. TULLOS has given him cocaine four to six 
times in bump amounts. These occasions usually occurred 
during social events or at the office. 


11 


He stated that his first association with RECCIE 
TAYLOR occurred at BENNICAN ' S Restaurant during a time 
when a number of the employees from his office were together. 
DAVID COLLINS was present with his wife, and RECCIE TAYLOR 
wanted to dance with her, which caused DAVID COLLINS to 
almost go berserk. His next meeting came one month later 
in 1982 when DAVID COLLINS brought RECCIE TAYLOR to his 
office and advised him that RECCIE TAYLOR had been hired 
s r r b v CL*7 . RECCIE TAYLOR war an instant success 

as * salesman, but as his continued use of cocaine grew, 
his work habits deteriorated. ^ 

. ..... vMr* LASATER stated that P.ICCIa^TAtlCr. furrisnsd 
him one gram hi cocaine on one occasion but Char he has 
given him bump amounts four or five times when at RECCIE 
TAYLOR’s apartment at the BRICHTVATER Complex. He stated 
he has never seen large quantities of cocaine at TAYLOR’s 
apartment, but he socialized with TAYLOR on a limited basi6. 
Housing for TAYLOR was not furnished to him by the company. 


Mr. LASATER said that be was responsible for 
introducing RECCIE TAYLOR to JAY CAMPBELL, who is a deputy 
for the Pulaski County Sheriff's Office. He recalls that 
RECCIE TAYLOR bought a car from JAY CAMPBELL, But apparently 
RECCIE did not make the payments, and JAY CAMPBELL repossessed 
the car. He has never told RECCIE TAYLOR to buy a car 
from JAY CAMPBELL and knows nothing further surrounding 
the c Lr gums tances concerning CAMPBELL's sellin g TAYLOR 
the vehicle. \ 


FBI-00003579 


2709 


LR 24SF-2 


CowMOon o* f 0- 302 > 



/DANNY RAY LASATER 



.p»o« 


/ Mr. LASATER advised he has knovm^JAY CAMPBELL 
since /he was *3 or 14 years old as CAMPBELl/Vas a friend 
of TOMMY VANCE, the son of DAVID VANCE, who was. an employee 
of his. VANCE was his trainer during the time chat he 
was in the thoroughbred racing business. \ 

\ 

JAY CAMPBELL has never furnished LASATER any 
information regarding any investigation in which CAMPBELL 
was involved, either with the Drug Enforcement Administration 
(DEA) Task Force or the Pulaski County Sheriff's Office:. 
CAMPBELL has commented that he thought the investigation 
surrounding him (LASATER) was "chicken shit." 


12 


CAMPBELL has flown on his plane on two occasions 
which he can recall, the first being the Arkansas Razorback 
game against the University of Mississippi at Jackson, 

Mi r s i'-ss iooi . and the second being the World Series game 
in St. * Lauis, Missouri, Detween tne St. louis Cardinal*, 
anc tne. Kansas C icy Royals in October 1935. - 

Mr. LASATER stated that regard-fn® any information 
pert a in ing\to\ invest i gat ions surroundi ng hi n splf h e had - 
been advised^by CARY TIPP1T. DICK MOORE, GEORGE LOCKE, 
and JAY DE HAVEN to watch out, slow down the parties, and 
that most of it was just rumors. He stated that he slowed 
down on attending parties and hired a private investigator 
to conduct sweeps for listening bugs at his home, his office, 
and especially at Apartment 12B, QUAPAW TOWERS. 


He first learned that JAY CAMPBELL was associated 
with the DEA on the plane trip to the Arkansas/Ole Miss 
football game at Jackson, Mississippi, in 1985-vhen it 
was mentioned by CAMPBELL himself. 


However, CAMPBELL had told him that as an officer 
with Lhe Pulaski County Sheriff'6 Office he had been watching 
him (LASA TER) - in - co nnect ion ~ wi th - t i i ' s uf f i r/ l ' a -i'-dut ies but 
that he found that there was not enough there to malre a 
case. \ 
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previous two plane crips mentioned herein were TOMMY 'MITCHUM; 
LARRY DILL'; Mr. CHAMBERS, Arkansas State Police; x JAY CAMPBELL; 
and KERRY THOMAS, Pulaski County Sheriff'® Officer Mr.. LASATER 
identified TOMMY MITCHUM as a atate representative who 
had. 1 been introduced to him by GEORGE LOCKE aeveral years 
ago and that MITCHUM would stay at the company’s BRICHTWATER 
APARTMENTS when MITCHUM was in town. He denied ever loaning 
JAY CAMPBELL or LARRY DILL any money in the past. 


13 


Regarding other law enforcement personnel,. Mr. LASATER 
stated that he was familiar with MIKE MAHONE, Arkansas 
State Police, and that on the weekend of July 4, 1965, 

MAHONE and his wife SHIRLEY stayed in a condominium at 
the ANGEL FIRE RESORT, New Mexico. The condominium in 
..hi:,:. h.-.s v:fc -cr;*rd bslcnrs to LTT ctirpor attdn . 

which Is a corporation *et up for his (LASATER Vs”) children, 
and that MAHONE did not have to pay for staying in this 
condominiums He does not recall who pa iji^MAHC"” ’ _ 

his wife’s^ frdghc fares to the ANGEL FTRE RESC _ 

that LASATER^ AND COMPANY may have paid for — c+nr . 

flight. — 

He first met MAHONE when MIKE MAHONE __ / 

him during the SAM ANDERSON investigation. The ' 

took place at the office of SKIP DAVIDSON, Attot 
represented him at the time. 

Since that time, MAHONE has been in frt 
contact with him. On one occasion, MAHONE reques _-*«»nce 

in trying to find someone to purchase a home wbico oelonged 
to MAHONE. MAHONE told him that the home was appraised 
at $70,000. As a result, he requested BILL MC CORD, an 
employee of LASATER AND COMPANY, to look at the house. Mr. LASATER 
st&ted^-ch at he requested MC CORD to buv the ha wse. \and 
the house was purchased for $60,000, but a lot of rep lirs 
had to be done. MC CORD did the repairs and eventually 
solid the house, but MC CORD lost approximately $6,000* 

Mr.. LA SATER said that he promised MC CORD that he woul d 
make ,gooc on MC CORD'S loss, but, to cate, he has not repaid 
MC CORD, 
i / 
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As .he recalls, MIKE and SHIRLEY MAHONE then moved 
into a house in Jacksonville, Arkansas. 


14 


/ MAHONE would be a frequent caller at the LASATER 
AND COMPANY office and seemed to push to ingratiate himself 
to LASATER. On one occasion, MAHONE met him at the LASATER 
AND COMPANY office and asked questions about former employees 
by the names of CEORCE IRWIN, WES MOODY, and ERICK WESTERMAN, 
but he did not recall at this meeting if MAHONE mentioned 
anything concerning the present ongoing investigation. 


However, during subsequent meetings with MAHONE, 
MAHONE would indicate to him that everything was okay. 


Sometime during the summer of 1986, MAHONE indicated 
to him chat he would be in Chicago, Illinois, and he met 
with MAHONE and CEORCE LUCKL tor oreaxraet in Chicago. Even 
tnougn he cannot recall specifics, the investigation that 
is currently being conducted concerning himself was discussed. 

He recall* that MAHONE advised that it -as a task fere* 
invest igat'Lon; and that when questions wpre a sked o f MA HONE 
he would reply , "Looks like it,” "Might be." He does not 
recall if MAHONE mentioned J. N. "DOC" DE LAUGHTER specifically. 


Mr. LASATER advised that during the occasions 
when MAHONE had interviewed him concerning the SAM ANDERSON 
cocaine investigation he admitted to MAHONE that he had 
done cocaine with ANDERSON. There were no other law enforcement 
officers present during the interview, and he was never 
called as a witness during the SAM ANDERSON trial. 

— 

Mr. LASATER stated that MIKE MAHONE arranged 
through him to obtain a loan in the amount of $25^,000 in 
which MAHONE indicated that the money would go for renovation 
of his^jpother ' e residence in Chicago, Illinois. MAHONE 
did not personal ly make the loan but arrangecT'to have the 
loan made in his sister's name. At the time, his sifter 
resided in Atlanta, Georgia, and the renovation was co 
be done on a house in Chicago. Mr. LASATER said that\he 
arranged cmralrE rhre loan to MAHONE fn a rounabOUT way 
and chat he approached a friend of his by the name of JOHN 
FUR1NUNC to make a $25,000 loan on a 90- to 120-day note. 

Mr.! LASATER said that payment on the note was made by the 
sister on only approximately two-thirds (2/3) of the interest 
and that efforts to get MAHONE or his sister to pay the 
note met with negative results. Mr. LASATER advised that 


FBI-00003582 


2712 


LR 245F-2 


/ DANNY RAY LASATER^ 


I'd/ 14/86 


15 


he per sonal ly/loaned FURNUNC $7,500 to make ^payment on 
the principal of the note, but later, he personally paid 
off the note which had been arranged by and drawn up by 
an attorney friend by the name of LARRY COLLINS in Ocala, 
Florida. 


Mr. LASATER adviaed that as recently as eight 
months to one year ago, MIKE MAHONE has shown him papers 
or reports of official state police documents regarding 
the state police investigation of this matter, but he does 
noc recall the specifics at this time. 


He recalls MAHONE being very persistent about 
the loan but that MAHONE never threatened him in any way. 
Mr. LASATER said he felt that MAHONE had contacted him 
sbcv*’ 1 oa" s s • f r ■* e n ^ but ( LASATER! was afraid 

that * n^rsonal loan from him would reflect untavoraoiy 
on himself (LASATER). / 

.It. was MAHONE whc suggested t rial the loan be" 
made to his. sister because he (LASATER-) — — tu malre 
it directly to MIKE MAHONE. During the period of the note, 
efforts were made to have MIKE MAHONE contact his sister 
to see if there could be some type of payment made, but 
this was unsuccessful. 


Mr. LASATER said he initially tried to obtain 
the loan through JERRY CONDLIK, a Chicago customer, but 
after Mr. CONDLIK had someone to look at the house, he 
refused to make the loan. 


Mr. LASATER advised that in a meeting with MAHONE 
in the summer of 1986 in Chicago, Illinois, MAHONE furnished 
him information on how to protect himself from the investigation. 
He scaled that MAHONE said to be careful who you are with 
and do TTot use cocaine. He advised LASATER to keep a diary 
regarding hour-by-hour contacts and made a suggestion that 
it would be a good idea to contribute to the CYST HOUSE. 

Mr. LASATER said that CEORCE LOCKE was present during \this 
meet ing' And Chat LOCKL met with’MAHUNE later' that 'same 
day. 
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Mr." LASATER *aid he recalls in other; meet ings 
wl th, KAHONJ/that MAHONE had displayed to him a ledger sheet 
which reflected checks that had been paid to HERBIE DOUGLAS 
and PAULA COLLINS. He surmised that it was a ledger sheet 
reflecting personal transactions by DAVID COLLINS. There 
were two or three copies of the list, and they were handwritten 
with the name, the check number, and the amount on the 
ledger sheet. 


He recalls that during one of the meetings in 
Chicago with MAHONE. MAHONE made available to him a beeper 
to U6e in case he had to get in touch with MAHONE. The 
beeper was never used and was eventually packaged and given 
to Attorney DICK MOORE. 

*-* - rrrrt ~d BILL M C CORD 

MIKE MA.HO^E's house et his insistence, and it was just 
to help out MIKE MAHONE. 

\ S 

\In -.relation to MIKE MAHONE, Mr. LAoATi?. sa:c 

he had recently received a letter f roi^-MAllONE in Uhith - 
MAHONE wished him good luck and told him to "hang in there" 
and that he (MAHONE) was not too proud of law enforcement 
during this tine. 

Mr. LASATER stated that there were no improprieties 
regarding his association with TOMMY ROBINSON, U.S. Congressman, 
and that he was a contributor to Mr. ROBINSON's campaign 
for Congress. He also contributed to Mr. ROBINSON’s campaign 
for Pulaski County sheriff. He explained it was always 
the _ legal amount that was allowed by law. V\ 

Mr. LASATER denies any improprieties surrounding 
hi* association with Judge ALAN DISHONCH, Municipal Court 
Judge > U.l ttle Rock, and to his knowledge. Judg e DISHONCH 
has never visited the ANGEL FIRE RESORT in New Mexico as 
he is aware that DISHONCH has his own place at Taos,\New Mexico. 

\ 

\ 
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/ The onjytavor he has asked DTSHQNGH co 
him wax to marry JAY DE HAVEN and his wife.'X^^ 

/ He la unaware of any accivicies or associations 
which CHUCK BERRY has with Judge ALAN DISHONCH but indicated 
that most of the employees in the Municipal Court building 
are black females and that Mr. BERRY may have some association 
with someone there. He has contributed to Judge DISHONCH’ s 
political campaigna in the past but always within the legal 
amoiunt allowed by law. 


Mr. LASATER denied that there were any payoffs 
made to Judge DISHONCH surrounding an incident which occurred 
with HOLLY HORNIBROOK, who is the daughter of a probation 
officer for the city of Little Rock. 

Mr. LASATER stated he is familiar with LARRY 
KuSENFiELD, wnom ne met, iui cue i*r»t liwc at a Yaar a 

tvc party tour year* ir« Aspen, wC.cr^cc • Mr . .. — 

va s the bartender , and he was also a salesman who wcrL-d 
in z ski chop in Aspen . Mr. ROSENFIELD -+" 5 " presently an- 
employee oY^ LASATER AND COMPANY but wa s previo usly employed 
with CL&L. He advised that Mr. ROSENFIELD has furnished 
him cocaine in the past but does not recall ever purchasing 
cocaine from ROSENFIELD. ROSENFIELD has given hin cocaine 
on three or four occasions in bump amounts. During one 
of the parties in Aspen. Colorado, there was cocaine in 
the house, and the party was attended by approximately 
eighty (80) to one hundred (100) people. During this period 
of time, he (LASATER) had in his possession one to two 
grams of cocaine. He stated the cocaine was especially 
for J)AVID COLLINS, CEORCE LOCKE, and himself. ^ 

\ V ' 

He has seen ROSENFIELD in possession of.as much 
as one-half (%) gran of cocaine. \ 

V J \ 

Hr . LASATER i den tifi ed WALTER WEST rt i former 

salesman for CL&L who always had cocaine in his possession. 

He has purchased cocaine from WALTER WEST a minimum of 
three to four times and usually in gram amounts ranging 
in the ^ne ighb o r hood e f S lOO- pe r gr am. — Mr. WEST h as gi ven 
him cocaine In bump amounts approximately ten times during 
parties at Mr. WEST'S house and at parties conducted at 
Apartment 12B. QUAPAW TOWERS. He is a close friend of 
LYNN ! KOIPNER and CURTIS MC CLENDON. Mr. WEST left the 
employment of CL&L in the early fall of 1983 or January 198^. 


FBI-00003585 


w*X>Xl2* 


/ 

•DANNY RAY LASATER 


13 



Mr. LASATER identified MICHAEL STANDRIDCE' as 


an individual^who wac employed by CL&L and transferred 
to tbe Florida office and who stayed one year alter DAVID 
COLLINS left the cocpany. He stated he bought cocaine 
in soall aoounts approximately three times. It was usually 
in gram aoounts for which he had to pay S100 to $125 for 
each gram. Mr. STANDRIDCE has given him cocaine two or 
three times in bump aoounts. He denies ever pooling money 
with GEORGE LOCKE and DAVID COLLINS in which the motwy 
was given to MICHAEL STANDRIDCE in order to purchase: a 
large quantity of cocaine. 


Mr. LASATER denied ever knowing DAVID GINGRASS 
and denied ever purchasing cocaine from CINCRASS. 


Mr. LASATER said that one of the largest amounts 
cf hi b— i * : n ir.i 1 ' " * v r - tf r- *• r ~ ?? • w ss ?? ,,r ovjr , ?r»i v 

twc y* srs ar: during" the' s~er of 198^ in which TONY ALADINE" 
attended a'-party at Mr. LASATER's house and >*d a bag of 
cocaine acuLfed in the top or his boot ajie'which he would 
estimate was approxima rely three to four ounces. Mr. LASATER 
recalls tel'LLng ALADINE to leave the party, And as heTecalls, 
ALADINE was eventually prosecuted for something unrecalled 
within the recent past. 


Mr. LASATER advised that he is a personal friend 
of JOHN Y. BROWN, former governor of the state of Kentucky, 
and the owner of the KENTUCKY FRIED CHICKEN franchise. He 
first met BROWN through his association with the PONDEROSA 
Steak House, and their mutual friendship with JIMMY LAMBERT, 
Lexington, Kentucky. _ 

Sometime after 1982 and possibly before August 1983, 
Mr. LASATER said he was contacted oy JIMMY LAMBERT who 
told him that JOHN Y. BROWN had taken $1 million fti cash 
out of^e-hank in Florida and that no cash tran sient, report 
had: b>en filed on the amount. As a result, BROWN needed 
$300,000 in cash. Mr. LASATER said he made efforts to 
help BROWN and contacted BENNY RYBURN, SR., in Warren\ 

Arkans as ^who owns a bank. He was advised bv RYBURN C o 
go to/UNlON NATIONAL BANK in Little Rock and obtain the 
$300,000 from BOB CONNER. Mr. LASATER advised that he 
signed a personal note for the amount but that when he 
wervt! to pick up the cash he was requested to sign a cash 
transient report, which he refused. He stated Mr. RYBURN 
had the cash sent by BENNY CALHOUN, and he (LASATER) signed 
a note for the amount with the bank in Warren, Arkansas. 
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After obti Tning the $30o7o00>-be flew t<x Lexington, 
Kentucky, and ktrCTrned over the money to JIMM^ LAMBERT at 
the airport./The money was carried in a papery sack ,\ and 
the ,$300,000 amount was paid back within aix months without 
any payment on the interest. Mr. LASATER said he paid 
the- interest on the amount himself when he paid oYf the 
$300,000 note. 

When the note was due, the money was wired to 
him in care of his bank account at what was then FIRST 
NATIONAL BANK in Little Rock. 

Mr. LASATER advised he first met TONY ANAYA in 
October 1984 when Mr. ANAYA was governor of New Mexico- 
and was a guest speaker at a barbecue during the inaugural 
opening of ANGEL FIRE RESORT in New Mexico. Mr. ANAYA 
has never done him any personal favors even though he may 
v. ?r ~ c — b! cr k tr--'' ~~ • rosd M?r* 

•r*d 5>3 c£ Lake, New Mexico. It was not done as a fewer 
to him.\ The road was paved sometime during^ ^the summer 
of 198j, \and even though it benefited ejipioyees of ANC£L 
FIRE, there were no improprieties on his part or the roverncr’s 
part. \y 

He explained that the 8,900-foot runway at the 
ANGEL FIRE RESORT, New Mexico, was already under construction 
when he purchased the resort. There were 110 acres donated 
to the county during the construction of the runway, but 
there were no improprieties on his part or the governor’s 
part regarding this transaction. 

Mr. LASATER says he does recall that^ODIS ECKLES 
has talked to Governor ANAYA about a consul tawc\ Job upon 
the governor's leaving office sometime at the end of the 
year-1986. Mr. LASATER identified ECKLES as a consultant 
for the ANGEL FIRE RESORT Company but that nothing improper 
surroun ded his offer to rh» governor. ^ \ 

Mr. LASATER stated CLARENCE STRAHAN was an\ employee 
who formerly worked for GEORGE HALL at the CAPITAL CLUB 
in .Lit tle Rock, and he became familiar with STRAHAN wh o 
workedas a bartender and waiter at several of the company 
parties. He personally hired STRAHAN as a personal valet 
on !his aircraft, THE CHALLENCER, which he sold in December 1985 
STRAHAN started his employment in July 1984. He is presently 
employed as a salesman for LASATER AND COMPANY. Mr. LASATER 
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stated /that he ha t^c€eif"CLARENC E S 


:akie a 


- 22 _ 


TfRXttAN use 

five times a nd^cffat STRAHAN has had the i>s^onsibi Mty 


pproxima tel y 


of hcvlding hi* (LASATER ’a) cocaine on numerous occasions . 
He stated that CLARENCE STRAHAN has bought cocaine for 
him approximately three or four times but that the money 
used for/the purchase always came from himself. \ ' 


Mr. LASATER admitted doing cocaine with GEORCOE 
HALL and HERBIE DOUGLAS in the past, with one of the occasions 
occurring at the KING ARTHUR'S CLUB on Markham in 1982 
or early 1983. He did not recall to whom the cocaine belonged 
at the time. 


He is familiar with LARRY KELLY, but he has never 
done cocaine with KELLY, and he has- never given KELLY any 
cocaine. 


Un 4 . 14 .. 4 » U •« 4 » J 4 in' J ij . 1 Wh ■ n 

of BUD GUY. Mr. LASATER advised that he has snorted cocaine 
with DON BU2AN0WSKI, who worked in the Fort Lauderdale . 
Florida , N office . He snorted cocaine witi>hls on one ^r 
two occasion*^ and has giver, him cocai ne ir. bump amounts . 

HeMs only slightly familiar with OMAR BUTTARI 
as BUTTARI worked in the Fort Lauderdale, Florida, office. 

He had no drug dealings with BUTTARI. 

He is familiar with TOM CARTER, with whom he 
has snorted cocaine on several occasions in which the cocaine 
would be both his and TOM CARTER'S at the time. 

Mr. LASATER related that he has given PAULA COLLINS 
cocaine ranging from fifteen (15) to twenty-five (25) times 
in small amounts. He denied ever ordering CHUCKS BERRY 
to give PAULA COLLINS cocaine but was aware that ^BERRY 
had' given her cocaine in the past. He knows PAULA COLLINS 
a s be i^ g the former wife of DAVID COLLINS. > 

Regarding ROGER CLINTON, Mr. LASATER advised 
he met CLINTON through MITCHELL WOOD sometime around M981 
or 1982 during the time CLINTON played In a band in the 
Hot: Springs "ir** - : CLINTON was employed hy him at one time 

in which Covernor BILL CLINTON requested LASATER to hire 
bin. / ROCER CLINTON was employed as a stable hand at his 
Ocaila, Florida, horse farm. Mr. LASATER stated he has 
done! cocaine with ROCER CLINTON, and they have shared their 
personal supplies of cocaine as each of them always had 
it with them. 
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Mr. LASATER advised chac ROCER CLINTON approached him about 
borrowing SLfif'.OOO or $20,000 as Mr. CLINTON Explained that 

• omeone had' stolen his stash of cocaine which belonged 
to SAM ANDERSON at the time. The cocaine, as he\recalls, 
was supposed to have been in a car that was broken into. 

He advised CLINTON came to him and said that someone was 
putting the heat on him and something might happen \to his 
brother and his mother. The loan was not for that large 
amount., but he consented to loan CLINTON $8,000. He did 
not handle the transaction personally but thinks that it 
was taken care of by one of his employees in the company. 
The transaction was done with a check, and it was requested 
that CLINTON turn over his car title for collateral. He 
denied ever buying cocaine from ROCER CLINTON. 


\ Mr. LA5ATER related that he woj>Td estimate that 
his company has contracted with the state of Arkansas less 
than one-tenth (1/10) of 1% of the bo nd btnr inesri He denied 
any allegation of improprieties regarding himself or his 
company with the governor of Arkansas, BILL CLINTON. 


house on one occasion for a Christmas party and was there 
only thirty (30) minutes. He also attended a Christmas 
party at the LITTLE ROCK COUNTRY CLUB and was there approximatel 
thirty (30) minutes. He was present for the opening of 
PULLEYBONE ’S , a local restaurant, and was there approximately 
thiTty (30) minutes also. \\ 

Concerning the contract surrounding tV»e bond 
issue pertaining to the communication system for the Arkansas 
State "P olice. Mr. LASATER advised that represA irtat ives 
of the E. F. HUTTON COMPANY represented L/:JATER AND\ COMPANY 
during meetings with the CLINTON staff. There were no 
improprieties surrounding these meetings, and very few 
people associated with LASATER AND COMPANY had anv dea lings 
with Mr. CLINTON’S personnel. 


LASATER may have met MAURICE R0DRICUE2 on one 



He adviaed that BILL CLINTON had been at his 


; i 
■ i 


; I 
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Mr utSATERedvi »ed he 1* feoiltAr with C1KDY 
T1PP1T who l^tnployed by LASATER AND COMPAQ* •* • * al *‘ 

I IEiL»5 0 4 MC C0R$ .nd -h.t 1 

^■K'S.SSS^JS'JSSiSJV » 

Ihtt w one o««*loi*C*NDY°TIPPIT picked up coeeine [^jATER 
of cocaine. 
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dj • 
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L»ai»r p arm 
lloISS.E. Co. Hwy. 475 
Ccoia. Honda 3X574 
'znone 9C4-Z4S-24SS 


Qecemoer 


M \ ^ 




u. 1 


*.a 3 ^~ <C^ajua. 


LT 


7ne Koncrazla 3 t 1 7 Clintzn 
Governor or Arxansas 
Siate Caoitzi 3uilcinc 
little *cc:<, Arkansas 722CI 

Qea- am: 


It was a olsasure to sae you yesti'tay at the Hot Serines "Shr'stmas 
to Share 11 ?*otrzm and to visit witr you ay taleoncns last nigr.t. 



We wanted zz rclicw uc witr. tre details or our conversation in tr.is 
ccr-esocncence. Wi it recard to tre disoersal or tre securities cwnec 
by ffcunt hccc Pension Fund, .National Investors Lira Insurance arc 
National investors Pension Pure, we nave teen worxinc nanc-i.n-nano 
witr t.heir oersonnel toward an orderly sale of thei r nolcmcs anc, 
i n fa ct,. we. n and 7 jss_^ie _x:rs.ds tag e _rf_ ,tre.. 0 -i saarsaJ _i r_Nc^emz s r 
wnen we zartic: zatec in tre licuioaticn of S2C mi 1 1 ion of Illinois 
denes . Trie Comoanies nave beer cur clients for cuite seme time anc 

our account r*CP«<jn*i-v»< a -• •/•»"/ '‘imi i i a - -«• SC '* ' 1 

wnicr is extreme! v imeertano in tre sales zrccess. 

It is our be! ie* trat an orderly cisoersal of trese sacur’ties wiTl 
benefit tre zclicy nclcers arc tre s; ia re.no Ice -s of tr.asa Conoanias; 
XTeresy, benefiting Arxansas citizens the nest. Tc date, tra cf&zersa! 
has been hand ec within tre State; tr.erefzre, any gams cr losses nave 
remained in Arxarsas. 


As we discussed , rumor has it trat co-managers of First icstzn anc 
S teeners Inc. will be azocintec tre first of tre veer to cz.nsur.ate 
any furore transactions in tre zortfolio. It is estimatec. trat trere 
is azeroximate! y SI. 9 zillion of deco securities wnicr. if fs ex zee tec 
wiil be sole, ar.c if First 3c s ton is azocintec, it will mean- trat a 
lares’* z“ tre zrzteecz will ze ^eevirz Srxarcas. 

Knowing trat we have tre same dedication to the State of Arxansas, I 
dc not believe that you will want tris to hazeen. However, we ac- 
understand tre dro ol ems wnicr you face at the Insurance Ccamnssion; 
and -art “cog?: i tint tnat you may nave dirncuTty in maintaining tre 
status quo as far as the diszersal is concerned. 


Faced witr. that reality, we hcce that you will be ad Is to talcs the 
initiative in strongly succestmg that Lasater i Ccmcany may be 
induced with Fi rst*3astzn are Steaners Inc. as a third co-nanacer. 

Tnis would mean that a majority of tre business would stay in Arxansas. 
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Pace Two 

The Honorable 9; 11 Clinton 
Oecamoer U, l 98- 


, Wi :r. retire to the icard cf the Arkansas Housing and Qeveiocment Agency, iz is 
I cur understanding that the chairmanship rotates annually. Based on this under- 
I stancing, we would like to reccrnnend our mutua l friend George Wricnt for the 
\ cr.ai rnansme. Gee rge“nas a.xoresseo an” ffftarast i n "the" ch'aT rhan'sh 1 o ana we 
] believe that he would taxe the time anc devota the energy necassar/ to do a 
' good ;oo. 

I in addition , it is cur understanding that the-e "til be vacancies in January 
on the AHCA 3oarc anc we wcuia like to strongly recomend lale Taylor, an attune 
\! w ith First Ccjnnertia : •Mortgage Ccmcany. His backcrounc and orofsssional caoacili 
‘'max* mn particularly suitad for ser/ics on this Agency Scarp. 

Curing the recant Scacial Session, legislation passed creating a commission to 
stuev the possibility of creating an agency similar to the AHCA to do puolic 
i sc.ncc 1 financir.c. We --culd like to recommenc Michael Crake, Vica President of 
•o.joiic Financa it Lasatar a Comoany to sar/e on the Commission. Michael was 
Vbcn at Jocsonia, Arxar.sas ano his uncart racua ta degree is from Harting College. 

\ Michael cic his cracuita worx at Wavne Stata University in Urban Planning anc 
fiscal Affairs anc scst graduate work at the Har/arc-MIT Joint Canta- for Uroa.n 
Stucies. With his ecu can anaj_bacxcrcunc an d his kr.o wledce or Arx aasas anc 
fiscal ma tears , we believe he is perfectly suited fer the Ccrroissicn anc that 
he will maxa i significant contribution. 

Finally, let me again say that the Insurance Companies* disoersal of its neidmes 
i a very imocctent to us ana we sincare:y ncoe that there is seme wa;r-cc maxa 
ca-tam that we cc r.ct lose our oc si tier. . 

Again, we_ascreciata ycur aoie assistarca. — 



■Can R. Lasatar 


DRL/1 s 


co: ’Maurice Smith 
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Dan R~ Lasacer 


The Honorable 

Bill Clinton 

Governor 

State Capitol 

Little Rock, Arkansas 

Dear Governor: 



72201 


Since our January 196 
for the Special Winter 
your inaugural activit 
to again wish you well 


ie 


5 meeting I have been to Angel Fir 
Olympics . I am sorry tc have miase 


s ana wan* 
Ln this te: 


to 

•a. 


take 


tis occorcunic 


_ ion i c * January ^ 4 * 1 g 
standing that you will be appointing Donald M. Spears, an 
attorney in Malvern, to the Arkansas Housing Board and his 
appointment will endure any change in structure of the 

Members of my staff have been working with Bill Woodward 
and others in that firm in an effort to help workout finan- 
cing details to assist to you in your efforts tc advance 
economic development in the State. If they have failed '-±zi 
furnishing the information you need or if you need addi- 
tional information please do not hesitate to call me or have 
Maurice call Patsy. 

<ith the legislature now in town, I know yotrr^sch^aule is 
foil, out I always enjoy the opportunity to vi^it -With you 
^d would invite you to come by for lunch or a orimc atjy 
d£}a^.\^oo, let me offer our offices, cur staff oV our 
resouj^e^to you for the entertainment of any guesps frc 
phe Sta« ei^ Arkansas or outside of the -State. 

Since;! 


Louisiana Street 

ArUan.Hus 72U01 
(3TH447G4)«(59 
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Lasater & Company 

INVESTMENT bankers 


Augusc 21, 1985 


Mr. Paul Young 

Vice /President /' \ 

T. X Raney & \ \ 

Investment Bankers v v \ 

3600 Cantrell Road \ 

Post Office Box 3647 
Little Rock, Arkansas 72-O.i 

Re: Arkansas State Police Communications 

I Financing Expenses \ 

/ \ 

Dear /Paul: \ 

i lasater 5 Company submica the following expenses for reimbursement 
'■ 0 n the referenced transaction: ; ' 

1 j Travel, entertainment and miscellaneous: $ Z 5 2 ' qq j ! 

I Legal! o^ganiaacional and miscellaneous: S26.500.0 0 


1 


\ Tocal : 


$27,250.00 


Thai you in advance for your enthusiastic support of our efforts . 

/ i 



V 


• L,uk RowL. 

<01 I'M**** ^National \* AT*i - 



141 W JjvW>wO Bl'J Smic 

ji: u I. .*»-<» 


Chicago. Hill****' 

J \ 


\ 


/s 
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''Didn't have large^gocaine dealings ; 
With Roger, Clin ton, , lawyer testifies. 


SllCMIl# 
I All 




$ 


HOT R I'M MIS — Sam Anderson 
Jr , a Hoi Springe lawyer charge • 
with diet rlbullng cocaine and con 

• piracy to distribute cocaine, look 
Ihe aland In hie- own defense 
Wednesday and denied aliegaiiona 
lie had purchased thousands of 
dollars worth of cocaine from 
Roger Clinton 

Uoth fldea have now rested and 
IhJ caaa will go to the jury today 
Federal Judge Ocn ilarrta kept 
court in aaaaion Weilneaday until 
after 6 ft m to allow the defeneo to 
complele I La presentation 

The government haa charged 
that between November 1083 and 
June 1084. Andereon paid 132,000 
for cocaine to Roger Clinton, who 
la the younger brother of Onvernnr 
Dili Clinton, and Maurice Rod- 
jrlguet. a Colombian national living, 
in York City Clinton haa Ui> 
illfltd he wee the go between for a 
majority of Ihe purchaaea Clinton 
and Rodrlguei have pleaded guilty 
to drug charge# and hava been aen- 
lanced lo ledaral prtaon term#. 

|* Sara wliaaMM lying 

Anderson admitted that he u#ad 

cocaine and i**» •• »n frt#od; K..i 
j laaio na old not aatl Ihe drug aa lev- 

’ '---I -r**r:?a H! i % ,%%k , t.i-i )*n 

Whan Unliad_fllstas Attorney _W, 

Aaa Hutchlnaon asked Anderson 
about some specific allegations by 
witnesses, Anderson said, they * 
ware lying 

He aald hia cocaine purchaaea 
frt^m Clinton wara far below the 
figures used by the govcrnmenl 
and that the drug was Intended 
only for hia personal uas Ander- 
son w«a aaked by Hutchinson If ha 
had other tour tea for cocaine and 
ha aald he had made email pur- 
chaaea from Curl la (Chuekj Berry, 
who said In Icatlmony Tuesday 
that h4 *n a chauffeur for Dan " 
I. water, a LUlle Rock buelrvaeevl 
man. (lulchlnoon aakad Anderson 
J, i- 


If he liad fl» 
"none nlh« 
Aiwieranti 
rocalne In I .» 
II was Rogt 
offered hi., 
and Cllnfo«* 

. and oftan «■ 


•miirtti and ha aald 
< nc I ? mind 
».il he began lialng 
.•8 1 ir I 081 and ha aald 
r t Union who pad flrat 
. ill'* drug lie aald ha 
« e long lime friends 
. I hi night clubs In Hot - 
Springe an t tbit Ihe offer nf co- 
caine "wo* j I usually happen lata 
In (ha eve».i«». after wa had bean 
drinking fi.r e .oie (Jlm< “ 

Anderao.i i il l Ilia conaumptlon 
nf the dn.,( h>< reaaed and he no- 
ticed It «n ua •'tng an affect on hia 
• health "t (tying to go non 
slop, arou.i-l ihe olock, and It be- 
gan lo ca(< ii ii ji with me,’ 1 he testi- 
fied J 

Anderao-* ei>h1 he had met Rod * 
rlguet l hr -igh linger Clinton and 
anntlier f.l. n.l Iona Crewe lie 
ashl he w.,a l.ild Rodrlguei wee a 
chef and Ihul Ms name was Usu- 
ries Weal Aiuleruon aahl he had 
neve . pu. . ti»»e<l : cocaine from 

Rodrlguei I had* not baen a*iri 

Rodrlguei *. .1.1 1 ha drug 

, K ' * Mi-vihid arrsaged 

In iha a .-uorr ef . 1 8i4. Anatr^, 
son • •id In* h ■ Clinton contacted 
him and tom l.u>i that ha had to aaa 
him They «u»nged to maal in a 
boat on I • *• Hamilton he cause 
'iiiiion «• - ! i iin t wj nt * ' >* 

acan In a f-u»uc place with Ander- 
..... .he .. ... 


— Andarao,, ltd I Clinton told Mm 
that he in.i: i-».en approached by 
State Polh.i ii« v eatlgatora and that 
ha wia "vi •, »ary frlahlaneil * * *, 

. a/4 In Mail h * II J 


eath, HO 
m that they 
; *’#el Up|* 


totally frl r titi:ued lo, death 
aald Cllnti hil.rrmed him 
Invtatlgalm j wanted to 
thfee peppio —* * Clinton'# drug lup 
pilar, Ahd.ua.'h and Locator. An 
deraon laid th«t during lha Lake 
Hamilton »... Ming ha had eean "an 
unmarked . a ■' comjnf. along the 
ahorellne 

After Him! mnvaraatlon, Ander- 
son aald Cm. i „u called him on Ihe 
phond- '*‘a.i t t talked laatenalvfly 
atxuiioocc.i., It wh obelotia lo 
me (het hi . tuil leap Instructed lo 


do so * * *, that he warned to Impll* 
cats me ever the telephone ” I 

Andereon aald (hat Olnei Can- 
ada, 23, of Hot Springe., whom ha 
dated for a lime In 1083 '’had not 1 
been truthful with thla Jury’’ fn her ' 
testimony Canada Uellfltd (Tuea- 1 
-day that ahetnd-uaed cocalnp that • 
Andereon had provided and had 
aeen him sell the drug op twqocca- - 
atone. He aald that Canada accom- 
panied him on a trip lo Europe In ' 
1083 and that (hair relilkOvahlp 
lied been "drained” before] their 
departure "end in EuroptLll got 
woree." He aald that ha terminated 
Ihetr ralallonahlp because Canada \ 
"had a bad habit of consuming 
large quantities of aloohol, «u ' 
abraalva and violent." ,/ -. ; 

*« ; 

Trtoe lo show wberoeboule 

lining hia desk calendars, credit ; 
card slips and telephone bill#; An- - 
deraon attempted lo ealabllih hie ! 
whereabout# on the approalmaU ' 
data# In which the government al- 
leges that virloua drug trgnaac' 
Ilona wars made lie admitted the 
Information would ngi'sccount foil 
• Ida aft Iona ^4 vary hour of t hia day 
and night f ’* Defense atiarney, 

’ Floyd Clardy of Bryant laid ft had 
bean difficult to compile iha Infor- 
mation "beesuaa avary titan w« 
;::.J lha »ov mei.i anu* [Aii- 
deraonl waji ih#w * * • 

oaiea of tna alleged oflenaaa for 
nwhlohrAndanon teebargad. 

The government did drop one 
count of the Indictment I h pi al- 
leged Andereon distributer} co- 
caine on Jgne 27. 1084, \nflbr he 
showed that he had baert In Toft 
.Worth on lhal dale. \ | 

Anderson was aakad about a 
Christmas party ha la alleged to 
hava held at hia home In Hot 
Bprlnga December 10, 1082, during 
which Roger Clinton allegedly de- 
livered cocaine ha had picked up 
from Rodrlguei In Now York City. 
Anderson said he didn't recall Iha 
event. "I might have had a party 
that night, but I Just can't recall, V 
ha testified.. , . , 
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MEMORANDUM 


To 

_ Cov 

Daf^- — 




l 

/ 


From : 

H^etsey 

y 


Subject: 

AC FA face sheet 

#; 


* 

< 



i 1 ""\ 


1 

J 

! \ i 

! LJ 

i 



Attached is the first draft ofi 

i the ADrA fact sheet vnich will be j 

| 

t 


1 

To Brummet and Barton today. , 

1 

Definitions will be added to it and 

me 


-column foe underwriters counsel will be next to the underwriters. 


Courtesy calls will be made by '•‘ooten to me firms mis morning telling 


/ \ ! 

/In your meeting with Herschel Friday, you should acknowledge /exp la i 

it. 
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IN THE UNITED STATES DISTRICT COURT 
FOR THE EASTERN DISTRICT OF ARKANSAS 
WESTERN DIVISION 

TERRY K. REED and JANIS REED 

vs> NO. LR-C-94 -634 

RAYMOND YOUNG, in his individual and 
official capacities, TOMMY L. BAKER, 
in his individual and official capacities, 

DONALD SANDERS, in his individual and 
official capacities, DAVID DOE, 

ROBERT POE, and other unknown persons 


PLAINTIFFS 


DEFENDANTS 


ORAL DEPOSITION 
OF 

BARRY SPIVEY 
(Taken August 9, 1995) 
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1 capacity was. Ha was ona of tha top two or three people on 

2 Bill's staff. 

3 Q. Okay. 

4 A. He was kind of like a co-chief of staff you might say. 

5 Bill placed a lot of, had a lot of confidence in Bob and, you 

6 know, ha was a good guy, level headed and like that. 

7 Q. Do you recall an individual by the name of 

8 Akihi Sarahara, a Japanese individual coming to the Mansion? 

9 A. I -- 

10 Q. Also known as Aki? 

11 A. That don't mean nothing to me right now. I can't recall 

12 anything like that. 

13 Q. Do you remember Dan Lassiter coming to the Man si cm? 

14 A. Yes. And I remember going to Dan's a lot. We went down 

15 there more than Dan came down there I would say. 

15 Q. Let's take it separate. How many times did Dan Lassiter, 

17 to the best of your recollection, come to the Mansion while 

18 Governor Clinton was in the Mansion? 

19 A. I waa out there a lot of time. I didn't live out there. 

20 Q. Okay. On your shift, on your watch. 

21 A. I probably took Bill down there by Dan's office. See, 

22 Butch Lock, ex-representative, I think, got in some legal 

23 problems and had to serve a little stint in the joint. Let's 

24 see -- Lock, Lassiter and. Butch Lock, Dan Lassiter and then 
Lassiter bought them all out. 
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Q. Ia Collina 

A. Yeah. And right here cloae was their office. We're just 
almost in the same area. I would have to drive around to find 
it, but it waa right here cloae somewhere . I remember a lot 
of times taking Bill down to Dan' a office and he would jump 
out and I'd circle and wait until he come back and, or I would 
go inside and stay in the lobby. I never went up behind the 
closed doors. 

Q. Let' a take the Mansion first. How many occasions did 
you 

A. Did I know personally that Dan came to the Mansion? 

Q. Yes. 

A. During the 

Q . During the Clinton administration. 

A. I probably saw him, just like you said -- on my watch and 
up until '84, I probably saw Dan half a dozen times at least. 
And I'm going to say that I took him by his office even more 
than that, just me personally. 

Q. When he came 

A . I'm going to say maybe half a dozen times, and it could 
have been anywhere from two to ten. We're just kind of 
splitting the difference. I know it was more than once and it 
could have been considerably more than even one and I don't 
know how much more. You know, I didn't pay any attention to 
that sort of thing then. You know, it was 10, 12, 15 years 
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ago and Dan waa juat Dan. 

I remember hia car and I ramambar hia faca. I knew him 
paraonally. I knew who ha waa bacauaa of hia horaa racing. I 
want to Oaklawn a lot. That' a how I got to know Dan, waa 
through tha thoroughbrad atuff ovar thara. Evan bafora 
Clinton waa Govamor, I knew of Dan Laaaitar. We waran't 
acquaintancaa . I knew him -- ha didn't know ma -- through hia 
horaa racing. 

Q. What kind of car did ha driva in to tha Mansion? 

X. It aeamad to ma lika ha would coma in in a vehicle 

similar to what we would driva tha Govamor in -- a laaaad 
vehicle, either a Lincoln- type vehicle -- you know, a luxury 
car. 

Q. Would you happen to ramambar tha licanaa plate? 

A. Oh, lord, no. 

Q. And waa Dan Laasitar logged in whan ha came in? 

A. You know, aoma of ua -- thara waa a big turnover hare, 

during Bill 'a adminiatration, in aacurity and I'd rather not 
go in to why. It gata into paraonalitiaa and atuff. Thara 
waa a big turnover, and a lot of the guys got to stay there 
longer. I was there five years which is considered a long 
time. You bum out or gat run off bafora than. 

A lot of ua knew aoma people and juat didn't pay as much 
attention to them aa soma of tha guys. I probably paraonally 
wouldn't log Dan in because I knew that he and Bill were 
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friends, that they visited socially. I had flown on his 
plane. I knew that Bill spent a lot of time at Dan's office, 
and that Dan spent time at the Mansion. So I personally 
wouldn't log him in because it wasn't significant. It had no 
bearing on anything other than maybe it was just a personal, 
personal visit. 

Q. Let me ask you this: On what sort of occasions would 

Dan Lassiter come? Would there be official functions, 
scheduled appointments or casual visits? 

A. There would be drop-ins, drop, you know. Bill had, we 
could monitor -- sitting out in the guard shack, we could 
monitor. We monitored every phone call with the exception 
Bill had a private line that wouldn't light up out there. On 
our phone we had six numbers and i£ anybody on the Mansion 
grounds was talking, a light would be lit up for -- but Bill 
had a private line that we had, did not have access to, did 
not know the number, didn't want to know it. 

He could have been up there talking all day long to 
someone, and we wouldn't have any knowledge of that. And if 
we would buzz up to put a call through to him, he would have 
to put the other line on hold because we didn't have access to 
it. That phone was totally out of our, we never, you know 
thoee records, I don't know who paid the bill. I guess the 
Mansion administrator. We never saw it, didn't know the 
number and he used that phone an awful lot that we had no 
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knowledge of. 

Q. Uh-huh. 

A. And that wee Intentional, you know. 

Q. I understand. 

A. Because we couldn't, a lot of times people would pick up, 
phone was lit up. Either accidentally or intentionally pick 
up the phone and you could listen to conversations. So that 
was, I'm sure, a provision for that was made by the private 
line. 

Q. All right. Can you tall me what sort of occasions 
Dan Lassiter came to the Mansion for? 

A. Well, he dropped in, but now I'm not saying Bill didn't 
call him on his private line or have maybe us to call him and 
have him come by where it would be just him by himself. And 
he would also come for public functions, not public but maybe 
official functions. And he would also come by himself and he 
would, where it appeared to me, the best I recall, would be 
just kind of off-the-cuff, drop-in things or in and out, you 
know. 

I don't recall any overnight stays or anything 
particularly outstanding about any of Dan's visits. Tou know, 
he was, he -- I didn't pay much attention because ha, there 
wasn't any reason to. 

Q. And would he come at random times during the day and 
night or were they just day visits? 
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X. I can't aay. You know, It could have been both. 

Q. Oh -huh. 

A. Day and night, weekends, all day. Zt didn't, he just 
came whan ha wanted to. 

Q. Okay. 

A. Ha didn't atop him. Ha knew batter. I knew batter. 

Soma of the guy a, like I said, they were new, you know. Thera 
ware people that ware there vary long, you learned who to 
intercept and who not to intercept. 

Q. Who to wave by? 

A. Exactly. Or who juat to atep out the door and wave at, 
tall them to go on in, it's okay, or nothing. Juat go out 
and — and a lot of timaa, the people that -- like the 
close-knit group or the inner circle or whatever you call it, 
a lot of timaa they would come to the guard shack and visit ua 
and talk and see what waa going on even before they went 
upataira or would go inaide, I mean. 

Q. So Dan Laaaiter, in your view or at leaat on your watch, 
waa one of the ones that just got waved on? 

A. He did on my, like you said, on my watch, because I knew 
Dan. I knew his face, what he drove. I knew his relationship 
with the Governor was personal and professional and private or 
whatever it was, on every level. And he -- I don't know -- I 
can't apeak for anybody but myaelf. 

Dan never waa shown a, shown in through the front door to 
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1 my knowledge, which meant - if t peraon came to the Mansion 

2 for the first time, if they were, especially, of any stature 

3 and I'm talking about politically or in the community or from 

4 out of state or whatever, they were shown into the Mansion 

5 through the front door. You didn't go through Miss Liza's 

6 kitchen, but now Dan went through the kitchen. 

7 Q. Would you say Dan Lassiter was part of this extended 

8 family group? 

9 A. Well, in a different way, you know. He was, Dan kind of 

10 kept, he was kind of in the shadows, kind of a gray area you 

11 might say. He didn't frequent the Mansion as much as a lot of 

12 the other guys Z'm talking about. Z personally probably took 

13 Bill down there to his office more than Dan came to the 

14 Mansion. 

15 Q. Bow many times would you say you took Governor Clinton 

16 down to Dan Lassiter's? 

17 A. Oh, at least, again, you know, it was more than once and 

18 it might have been as many as a dozen, but split the 

19 difference — six, eight, ten times over a - - and a lot of 

20 times he'd say stop and he'd jump out and run in and Z'd 

21 circle the block and he'd jump back in. And sometimes Z might 

22 park and sit there for an hour and talk to Dan's pilot or 

23 something and Z would maybe go inside and sit and he would be 

24 upstairs and behind closed doors or something. 

25 Z never went any further tha n that. A lot of times he 
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would just be in the area and ha would say run by Dan's or run 
by Lasaitar' s for a minute. I might sit out thara double 
parked and sit there and idle or that kind of deal. 

MR. ROGERS: Stave, 1 need to taka a break just 

for a minute, plaaaa. 

(A recess was held and proceedings resumed.) 

BY MR. SOMERSTEIN: 

Q. Now, would you say that Governor Clinton want to 
Lassiter's once a month, twice a month? Could you 
characterize the frequency of the times they saw each other, 
either at Lassiter's office or at the Mansion? 

A. Well, he could have went a lot more than I was aware of. 
He could have went two days in a row and not again for a 
month. But I wouldn't have had access to a -- I know he went 
a lot more times than he went, than when X was with him. If 
he went as much when the other guys were driving as he did 
with me, he went a lot because like I said, we were very 
seldom -- well, shit, we were running late all the time, so we 
didn't have a lot of time to kill. But we very seldom were in 
the area when he had any time on his hands that he didn' t run 
in. He went by there a lot, by his office a lot. 

Q. Do you know what the purpose of his visits were? 

A. No, no idea. 

Q. He never discussed them with you or told you why he was 


going up there? 
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1 A. No. It wasn't my business. I didn't ask. 

2 Q. Okay. 

3 A. You didn't, protocol and our instructions wars you didn't 

4 initista a convarsation with tha Governor bactusa ha was, his 

5 mind was always aomawhara alsa. You didn't initiata a 

6 convarsation unlass ha askad. Otherwise, you just stayed 

7 quiet. 

8 Q. Okay. Did you aver sea him carrying anything in or out 

9 of Dan Lassiter's office? 

10 A. I can't recall. I wouldn't have paid any attention to 

11 it. It wouldn't have meant not hin g than. Hall, ha could have 

12 brought a suitcase, a satchel, a paper sack, a cotton sack. 

13 Ha could have brought anything in and out and I wouldn' t have 

14 any recollection of it. Bill carried a briefcase about 

15 everywhere ha want so probably ha carried a briefcase in and 

16 out most tha time. 

17 Ha had personalized, you know, nice, personalized, 

18 initialed briefcase he carried in and out a lot. I can't 

19 remember anything specifically that he took in or brought out 

20 of Dan Lassiter's. 

21 Q. Okay. And do you know if he ever went to Dan Lassiter's 

22 home? 

23 A. I never took him. I never was in Dan Lassiter's home. I 

24 don't even know where he lived. X guess he had a house or a 
hotel or a room or apartment or something in Little Rock, but 
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I navar waa in it and navar took Bill to it. 

Q. Okay. Mow, wma, waa Buddy Young avar with 
Govarnor Clinton whan ha want to Dan Laaaitar'a? 

X. I can't anawar that. I hava no idaa. Anothar, of coursa 
this waa a, thia waa violatad a lot, but whan you want into 
tha unit, tha, you wara ina true tad up front: You don't 

diacuaa with any othar mambar of thia unit anything that you, 
tha Govarnor or you and tha Firat Family do or that thay do or 
aay or that you aaa or haar. You don't diacuaa that with any 
mambar of tha unit or with tha, ava n your wifa or -- it' a 
confidantial and privilagad and you, what you aaa and haar, 
you forgat it. Okay? That waa tha official poaition. 

Q. Uh-huh. 

A. I hava no idaa if Buddy Young avar Buddy had a, ona of 
tha kind of atanding jokaa, not jokaa, but ona, aomathing 
along tha linaa you'ra talking about, though. Buddy likad 
tha -- and Buddy ia a friand of mina and thia ia not ru nnin g 
Kim down I don't think. Ha waa kind of a limalight hog. Ha 
accuaad him of picking tha pluma,* you know, taking tha battar 
tripa, which might hava includad aoma of Dan Laaaitar'a 
ovarlappad — you know, whara Dan and Bill ovarlappad might 
hava includad aoma of thoaa tripa. 

Ha workad off of a rotation on major tripa othar than 
juat in-atata jaunta or, you know, lika if Bill waa going 
ovaraaaa or if ha waa going to Maw York or Haahington or 
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1 whatever, we worked off of a rotation to where one guy 

2 wouldn't catch -- and than if ona guy didn't want it or waan't 

3 available, than a ona ona alaa would either volunteer or you 

4 would a kip your turn. 

5 Single guya liked to go a lot, you know, becauaa they 

6 didn't have family and they got to meet aoae, meet aame 

7 nice-looking women end stay at aoma nice placea and drink and 

8 eat the beat, you know. X mean, if Governor Clinton atayed in 

9 the $300 room in the Waldorf, we atayed next door in the aame 

10 room or in a comparable room and auita. And if he went to a 

11 reataurant where there waa a hundred dollar a a plate, we had 

13 to go in and aame plate, the table next to him. We couldn't 

13 go down the atreet to McDonald' a. 

14 We were on unlimited -- there waa no auch thing aa a 

15 limit or a per diem on our noneye that we had acceaa to and 

18 could spend becauae you juet couldn't do it, you know. And a 

17 lot of timea all the atuff waa donated and Bill didn't 

18 hell, he didn't carry no money with him. Be waa alwaya 

19 bumming money from ua. 

20 When we got back, we would have to go to the Wane ion 

21 aecretary and try to talk her out of it. Hell, if he had it, 

22 he would loae it. We were alwaya canceling driver' a licenaea 

23 and credit carda becauae he'd loae them, leave them in 

24 aomabody' e car. Be couldn't keep up with nothing. X don't 

25 remember what we waa talking about now. 
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MINUTES 

ARKANSAS HOUSING DEVELOPMENT AGENCY 
CQMM-I TTT r .JiEETING 
February 17, 


u b-Cnmmittee me t Thursday . Feth^iary 17, 
in the office of the ££epcy's Exe\utive 
?he Sub-Committee consisted of Chaihpan Charles 
Vice-Chairm; 

intending were Robert Hammers cbnidt , Executive Dire£ 

t, Deputy Director of Housing; Vivian Pugh Deputy 
Director of Finance; and Bernard Henry, Multi-Family ] 

Cficer. 



Mort Hardwicke and Fred Dacu^y Onhers 

tori 




sing 


Chairman Stout called the meeting to order an4 stated 

tha\ the purpose of the meeting was to discuss/^DroD^sed 

‘ ' . 

sol^itiXn to the problems with the currejat'^S ingle Family^ond 
Program^/* After discussion, it was determined tnat the compo- 
sition and breakdown of underwriters in this proposal be as 



Notary/ Public 
My Commission Expires: /'c- 


41-383 97-36 
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ARKANSAS HOUSING DEVELOPMENT AGENCY 
EXECUTIVE BOARD- MEETING 
3:00 PM 

Aoril 12, 1983 


\_ 

\ 

/ The Arkansas Housing Development AgencvVs Executive Beard 

met on Tuesdav, Aoril 12, 19 83 , in the AHDA Conference Room. 

, - “ \ \ 

\ \ 

\ \ 

\ \ 

The Board Members Dresent were Chatman Charles Stour, 

: ' ! i 

Vice-Chairman Mcrt Eardvicke, Mr. Tommy Edwards, Mr. George 

i 

Wright, Ms. Betty Walker, and Mr. Mahlon Martin. 


AHDA Staff present were Linda D. Trent, Acting Executive 

Director, \ Midge Pugh, Deputy Director; Susan Young, [ Single 

\ ~ •' 

Family Housing Officer; Bernard Henry,- Multi -Family Hf-iizg 
Officer; Gary Arrington, Management Representative; and Panda! 
Jones, Planning Specialist. 


Others present were Mr. James R. Carroll of Block Mortgage 
Co., Inc.; Ms. Patt Greenlee and Mr. Ron Strother of Commercial 

National Mortgage Company; Mr. Gary Smith of Merrill Lynch; Mr. 

^ \ 

Charles Henderson, Mr. William Johnson, Mr. 3obby\ Allison, and 

Mr.: Robert "Wahie nao rz" of E . ’ F .H Hutton ; Mr. Joseph Bar cum of 
• \ 

Lehman Brothers; Mr. Bob Snider of T. J. Rainey i Sons, Inc.; 


Mr. 


Michael" ‘Dr~ £k e “ of "Co 1 1 i’nsT” Locke & Lasater; Mr. Jeff Orum 
of slyth Eastman Paine Webber; Mr. Dabbs Sullivan of Dabbs 
Sullivan Division; Ms. Suzanne Young and Ms. Darlene Caery of 


2747 


Firstsouth; Mr. Ron Roy and Ms. Cherry Duckett of Arkansas 
Energy Office; Ms. Johnnie Holcomb and Mr. Charles Crow of 
Stephens, Inc.'; Mr. Jim Fowler of Rose Law'" Firm; and Mr. Dale 

N 

Taylor of First National Mortgage Company. ’\ 




/Chairman Stout called the meeting to or'der at 3:00 ?M. 

/ ' \ \ 

Chairman Stout stated that the Drevious month 1 s 'Board Meetinc 

\ \ 

Minutes (March 16, 1983) and Subcommittee Meeting Minutes 
(April, 1983) should be approved if there were not further ad- 

T * * it 

t ; j 

ditions or corrections, and the 3oard aocroved the minutes. 

I 


Chairman Stout called on Ms. Trent for the Executive 

/ 

Director's Reocrt. / • 


Me 1*ror 


■lia T3 a a 


t 


$1.5 million^ that has not been committed in our Heme Improvement 
Program, but we have asked for an extension on this program 
through the end of July. We have net received were from bend 
counsel on this extension, but we don't foresee any problem in 
getting the extension. 

! : \\ 

I • \ \ 

j On the 1982 Single Family Bond Issue we have \purchased $10. 


million to date and are continuously purchasing approximately 

* ' \ 

$150,000 per week. 


J 


| /a! 1 projects in Multi-Family are either running on schedule 
or khead cf schedule, and after being called on by Ms. Trent, Mr 


2 
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Henry informed the 5oard that five projects have been partially 
completed for a total of 245 dwelling units. 


Chairman Stout called on Mr. Jeff Oram x f or an update or. our 
✓ \ 

Single . Family Issue. _ . 

.• \ 

, ' . . X. \ 

Mr. Crum stated that the preliminary official 'statements 

\ \ 

and other documents were mailed last week to the,, rating agencies 

and they are now waiting for ratings. They expect to have the 

ratines this afternoon and to be able to release the scale tomor- 
. ! I 

row morning. Numbers they have been running today, based on wner 

the rates are right now, assures a mortgage rate of 10% . 


Mr. Wright made a motion that the Agency adopt Simmons as 
Trustee . \ Mr . Tommy Bewares seconded; and the Boarc^ of f icially 
a dr trad Jcmmcns as Iruacee. I he Boa rd also ot r:craX4v adopted 
Verex as the Mortgage Pool Insurer. 


Chairman Stout asked Mr. Jack Williams if he had something 
to effer on Single Family. 


Mr. Williams stated that he had a resolution concerning the 

i \ 

i 

Agency borrowing $1 million from Simmons. He asked for a clcsin< 
on the $1 million note from Simmons on Friday, and after discus 
sion, the Board adopted the resolution that Mr- Willia ms showed 

them.' Due to the fact that Chairman Stout will be unavailable 

i / 

Friday to sign the note, the Board appointed Mr. Mahion Martin 

i i 

as assignee and said the resolution should indicate that Ms. 
Trent is Acting Director and attest his signature. Mr. Mavlon 
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Margin w as appointed Acting Chairman for that day. 


Mr. Jack Williams informed the Board that if the hones sell 


this week, the underwriters anticioate closinc the last week in 

\ 

Aoril; .therefore, we would need to. have the Board meet aaain to 
'' \ 
ratify what the committee does and to adopt the definitive cocu- 

' \ 

meets. Chairman Stout reminded the Board that', the complete Board 

\ \ 

had voted to accept the proposal rrem Sullivan ta provide an in- 

\ " \ 

tarssf 10.5% or under. He stated that he would leave! his crcxv 

\ : 

with Ms. Trent as to what mcrtgace rate we can accept* optimis- 
tically hoping for 10% or under. After Mr. Williams informed 
the Board that someone would need to sign the Bond Purchase Agree- 
ment Friday or Monday, the Beard asked Vice-Chairman Eardvicke, 

Mr. Idwards and Mr. Wright to be available for a conference call 

i 

Purchase Agreement. 


Chairman Stout stated that the Multi-Family Subcommittee 

heard oral presentations from the underwriters earlier in the 

day and were prepared to make recommendations to the Full 3card 

this afternoon. He asked Vice-Chairman Hardwick e for the Sub- 
: • \ 
committee's recommendation. ^ ' 

i 

Vice-Chairman Hardwicke informed the Board that all the 
proposals were good , and after listen ing to e ighJL_pxaposals and 
considering each carefully, the Subcommittee would like to recom- 
mend to the Board that Merrill Lvnch be the lead underwriter with 

•j 

Stephens, Inc., and T. J. Rainey & Sons, Inc. as locals. The Board 
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alsc recommended that the Rose Law Firm be selected as bond 
counsel. After motions were made and seconded, the Board unani- 
mously approved the underwriters and bond counsel recommenced tv 
the Subcommittee. 

\ 

\ 

‘Mr. Jones was called upon for the Planning Socialist's Re- 

\ ‘ \ 

port, and he informed the Board that 16 of the 33 counties sub- 
mitted have been approved through the Washington’ Office, and those 
have now been sent to the Treasury. Treasury should let us know 
something by the end of the month. We are also awaiting reasons 1 
why the other counties were not approved by Washington. Ms. Trent 
stated that if we get those 16 approved through the Treasure* , that 
will bring our total of counties with the first-time homeowners re 
striotion lifted up to 21, and the sales price would be increased 
bv a no rex irate!*’ 1C a. 


Chairman Stout asked for questions cr comments from the 


audience . 


Mr. James Carroll expressed to the Board the lenders' appre- 
ciation to the Board for working out the difficult situation the 
lenders were put in formerly. Ee further asked the Board about 

r 

the monies_in addition .to jfche . first- $.25 -million increment, anc Mr 
Stout stated that no applications could be taken on 'the aaditiona 

monies becaus e i nformation _has _to_he submitted -to— the- 5 rating 

agencies on each increment. 


/ 
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Chairman Stout asked for further business, questions or 
comments from the Board Members, and there being none, the meet- 
ing was adjourned at 3:22 PM. 

^ ' 



A 

,_r4 

Linda D. Trent, Acting Executive Director 


\ 


\ \ 


Swom to anc 
1983.- 


id Subscribed before me this •' v day oz f\ * 

v .s} ) 


Notary Public 


ST m £ A- Q / ' 

Mv Commission Expires: / _J * 
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Stephens Inc. 

April 23, 1983 


Mr. Charles Stout 
Stout Real ty 
2333 Washington Avenue 
Conway, AR 72032 

Dear Chairman Stout: 

It is with regret that I must inform you that Stephens Inc- is with- 
drawing from the multi-family housing issue to which we were recently 
selected as co-manager, along with Herrill Lynch, Pierce, Fenner & Smith 
and T. J. Raney and Sons. 


Stephens Inc. has had a long and cordial relationship with the Arkansas 
Housing Development Agency, and it is our desire that this continue. We were 
among the strongest supporters of the legislation which created the Agency, 
and have served as managers in every one of the Agency's financings. 

It has been our belief that the chief reasons for the splendid success 
which has been enjoyed by the Agency's bond offerings in the market place 
have been; Ml conse r,v et'’ v«l « s^^irtured competent effect: 

staff, and (3.) a strona. independent board of directors which ftmrtirmeH wir 
cut outs ice interference oy political or otner interests. JLs-a-resuH-t of 
these factors, the issues of the Agency have always been favorably received, 
at better than market rates, and the bonds continue to trade extremely well 
on the secondary market because of perceived Agency stability. 

A guiding principle of the Agency from i ta inception has been the re- 
auirement that professional firms, including bond counsel and underwriters,- 
be selected on the basis of merit through written and oral presentations. 

Witn exception of the most recent single-family issue, the Agency has seen 
fit to select only those underwriters who had the most superior combination 
of credentials which would benefit the Agency, namely, sufficient capital to 
underwrite, strong sales capability, in-house technical expertise, and the 
ability to continue to make a market in the Agency's securities in the sec- 
ondary market. 

With this knowledge, Stephens Inc. responded to your invitation to pro- 
pose as managing underwriter to the multi-family issue. We were very pleased 
to have been selected as a co-manager and were looking forward to beginning 
work immediately. In the meantime, subsequent to our selection^ the Board 
decided, without' discussion ~ to add to the uh'derwri ting'grouo affirm which 
did not submit a proposal under the Agency proposal procedures which invited 
individual firm proposals. Although it is certainly the Agency's privilege 
to appoint any firm, we would invite you to investigate more carefully wnethe 
the added.' company meets the standards of capital, exoerience, sales capabilit 
staff ser/ice and market support which have been the preference of the Board 
in all previous issues. 
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Gene WT. bourn 
Pace 2 


We are concerned that such actions may be an indication of an erosion 
of the independence of the Board of Directors which, if publicly perceived, 
can only be received adversely in the market. It is therefore with reluctanc 
that we withdraw from this issue. We are hopeful that this action will not 
preclude us from participation in future offerings of the Arkansas Housing 
Development Agency, assuming, the selection is made on merit and experience. 

It has been a pleasure to work with you, the Bqerd.of Directors, and 
your excellent staff. If we may ever be of service you ,. we ' re just down 
the street. * 


GW:sb 

cc : Jackson T. Stephens 

-AH DA 3oard 
Linda Trent 
Bill cl i n ton 


Respectfully submitted, 


STEPHENS INC. 



Gene Wil bourn 
Vice President 
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ARKANSAS HOUSING DEVELOPMENT AG EMC T 
SPECIAL EXECUTIVE BOARD MEETING 
4:10 PM 

April 19, 1983 


\ 

The Arkansas Housing Development Agency's Executive 5oard 
met on Tuesday, April 19, 1983, in the AHDA Conference' Rocm, at 
4:10 PM. \ 

i i 

i 

The Board Members present were Mr. Mcrt Hardwicke/ Mr. 
Tommy Edvards , Mr. George Wright and Mr. Mahler. Martin. 

AHDA Staff present were Linda D. Trent, Acting Executive 


ethers present were Ms. Johnnie Eclcolm of Stephens, Ir.c . ; 
Mr. Bcb Sr.ider of T. J. Rainey & Sons, Inc.; Mr. Jack Williams 
and Mr. David Menz of Wright, Lincsev & Jennings; Mr. Jim Fcwle. 
of Rose Lav Firm; Mr. Tom Carter of Collins, Locke & Lasater; 

Mr. Dabbs Sullivan of Dabbs Sullivan - Division of George K. 
Baum; and Ms. Carol Matlock of the Arkansas Gazette. 

Mr. Hardwicke called the meeting to order at 4:10 PM and 

informed the Board Members .that the .Special— meeting • was 1 called 

; 

for the Board to take action and officially approve the docu- 
mentation fer the 1983 Single Family Issue which was sold last 
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we-.-:. Mr. Hardwicke then called on Mr. Williams to inform the 
Board of any chances made in the documentation. 


Mr. Williams stated there was a proposed amendment to the 


Bcnc Purchase Aareement that the Board needed to consider, and 


he called on Mr 


. Mem to discussed that amendment. \ 

? N \ 


*> 

* 


\ 


Mr. Me nr informed the Board that Special Tax Counsels asked 

\ 

that we acd in a breakdown between the allocation of oricinal 


r 


issue discount bonds and the allocation for the other bonds in 

i I 

the 1383 Single Family Bend Issue. Mr. Went stated they had added 
to the first page of this the contract to purchase that allocation 
in the form of a table showing the maturities of the bonds, rather 
than the original issue discount bancs ani the original discount 
bends with par value and purchase price. The reason for that is 
mere is a revenue ruling writer, states the_ Agencrt. must— specif icaily 
allocate these discounted amounts so that the purchasers cf the 
crigir.al issue discount bonds can have the discount treated pro- 
perly for Federal Income Tax purposes. 


After the Board was informed of the significance of the 

, \ 

amendment ta the Bond Purchase Agreement and assured that the 
1 ! \ 
bcnc counsel had reviewed it and approved the change, Mr. 

Hardwicke asked for a motion to approve the 3ond Purchase Agree- 
ment- Mr. Edwards made a motion c oncerni ng s ame; Mr. Ma rtin 

seconded Li, and the Board acorcved. 

| 

Mr. Williams asked the Board for a ratification of the sign- 
ing of the documents by Mr. May Ion Martin as Acting Chairman. 
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Mr. Wright mace the motion; Mr. Edvards seconded, and the Board 
approved. 

Mr. Hardwicks called for a motion to approve the Lander's 

N \ 

Guide and Servicer's Guide.. Mr. Martin made a motion that the 

\ 

aforementioned Guides be aporoved; Mr. Edwards seconded, and the 

‘ X \ 

Board approved. ^ \ \ 

\ 

Mr. Hardwicke then asked for a motion to approve ^the General 

Resolution. Mr. Martin made the motion that the General Resolu- 
; 5 ! 

tion be approved; Mr. Edwards seconded, and the Board approved. 

i 

Mr. F-.rdwicke further askad for a motion to approve the Series 
Resolution. Mr. Wricht made the motion that the Series Resolu- 
tion be approved; Mr. Edwards seconded, and the Board approved. 

\ 

Ilr. '..illuams j..i formed ene doara tnat o rg-c los^ne— is sche- 
duled for May 2nd in New York and closing May 3rd on the 193 3 
Single Family Bend Issue. 

Upon Mr. Hardwicke* s request for further business, Mr. 

Wricht made a motion that Collins, Locke & Lasater be added tc 

the -underwriting team for the Agency's prooosed \1983 Muiti-F amilv 

! 1 \ 

Issue in order to spread it around and include ^mo r* local Arkansas 

underwriters on this issue. Mr. Edwards seconded the motion, and 
the Board approved same. ) 

i ! 

I Mr. Jack Williams thanked the Board members for meeting 

> i 

this afternoon on such short notice to take care of this business. 
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There being no 


further 


business , 


the meeting was adjourned 


at 4:15 PM. 


i • 



Charles Stout, Chairman 




Linda D. Trent, Acting Execute*- 


Director 


\ 

\ 


\ 


Sworn to and Subscribed berore 
1983 . 


me this I V day os 




iiCu&ry rubiic 


Mv Commission Expires: 


■ 7 -££■■<? £■ 



l ! 


J 
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MINuTES 

ARKANSAS HOUSING DEVELOPMENT AGENCY 
BOARS-W imiECTOftS-Sd^ETING 
February 17, 19S3 


The fysford of Directors of the Arkansas^ous ing ISevelop- 
'ment Agency met for the regular monthly meeting on Thursday 
aft/rnoon, February 17, 1983. in the Agency's Confe^enc 
Room. 

Board members present were Chairman Charles Stout, 
.ce-Chairman Mort Hardwicke, Secretary Robert Hammers chijiidt , 
To\nmy Edwards, Betty Walker, Fred Dacus, Mahlon Mart/n ^/nd 
\Geo^ge Wright . 

£HDA Staff present were Linda Trent, Depu^-f Direc(tor o 
HousXngX^Vivian Pugh, Deputy Director f iD^Finance; Susan^oung, 
Single Family Housing Officer; Bernie Henry, Multi-Family 
Housing Officer; Gary Arrington, Multi-Family Management 
Socialist; Bill Wilson, Fiscal Officer aes, Planning 

Specialist; and Freda Thompson, Executive 
tei*^ present were George Campbell, 

Christjian ^d^Babbs Sullivan, Jr., Dabbs 
George K. BaumN^o . XPeter Nolden and Jer r y 
Webber; Michael JXprake and Thomas 
& Laster, Inc.; Jia|in Mobire^and Robe 
Mortgage; Susan Fini^er, Savers 
Loan; \^elinda Wolfe and Gary Smitli>^J!err 

Strotiae^s^and Patt Greenlee, Commercial National Mortgage Co.; 
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W. J. Williams, Jr., Wright, Lindsey Jfc Jennings Law Firm; 
Jewelle Bickford, h n n — Jiahfijiie Holcomb and Gene Wiibourn, 

Stephens, I^fT; Bob Snider, T. J. Raney 'St^ons; James Carroll, 
Block Jfort gage Co.; Charles Henderson, Williara^Johnston and 
Robert Warendorf^--BrF7~ Hutson CoTT^i«-^rom Bell, D^inis Mills 
*nd Dale itf Taylor, First National Mortgage 

lairman Stout called the meeting to order a>t 3:1 CKpm, 
and/welcomed new Board members George Wright and Maolon Martin. 
The minutes of the regular meeting of January 6, 1983V the 
Sub-Committee meeting of January 11, 1983, and the Special 
Bqard meeting of January 21, 1983, were approved as wf itt 
Chairman Stout turned the meeting over to Robert Ea 
^ch^idt for the Executive Director's Report. Mr. Bammeryschmidt 
re^er^ed the Board to the Planning section o^f'heir packets, 
whicn\c oncer ns the Agency's Resolutionr^aski ng our Washingt on 
Delegation to draft legislation to repeal the Mortgage Subsidy 
Bond Tax Act of 1980. He explained that this Act imposes 
certain restrictions which some Lenders oHievelJo be AHDA 
restrictions . He added that the Council of Stare Housing 
Agenci entered legislation to repeal the Sunset portion 
of that Act^hibh has been fully endorsed by this Akency and 
all of our Cong^ssmeji and Senators; however, this /vill n^t 


State 


help us in our Singl 


Program. 


.egislature has pabsed a 


supporting our Resolution, al^g with many 
and associations in the State. 

Special^rsT^as contacted many other states to get support on 
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this. Mr. Hammerschmidt stated that a Bill has been drafted 
in the House by Congressman John Paul Hammerschmidt calling 
Ts~ Act . 
distributed 
Association re 



fgjai'Ty units financed 

requested that this study 

Boarp 

Mr. Hammerschmidt mentioned the 
Single Family Bond Issue and the 
.nd a solution to make the program 
lent to present to the Board a prop 
Agency. Ms. Trent stated that due t 
i^ate^f ailing below the 12.95% rate 

the\Sincle Family Program has become unmarketable and t\e 
Lender^c^nnot recover their 4% commi fitment foes uAcept by 
making mortgage loans. Ms. Trent said that after working with 
4 ir present underwriters who were unableptro-4J.nd a solution, 
writer's contacted the Agency witlT^ pro^sal that 

then called on\Mr. Xabbs 

Baum 


ted 




would be\ approximately 10% on a fixed rate 30 year mortgage 
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loan financed by the issuance of bonds, and the money would 
be available for loan s around Apr il 15th. After allowing 

and discussion, ChaiTrm<in Stout recommended 
tb^ Board allow the Housing Sub-Committe^\to have final 
cfljnp eailluu" , a.ud L re^ai^down of underwriters in 
proposal. Mrs. Betty Walker moved thatf^'t^e recoihjnendat ion 
Tommy Edwards seconded the mot io'h, wi th\the 
lg aye. \ \ 

Hammers chmidt noted that the 1981 Home Imprqvemi 
Program was 69% complete at this time. 

Mr. Hammerschmidt then called on Bernard Henry tp report 
on\ the proposed Multi-Family Bond Issue. Mr. Henry iidvysed 
\tha\ the Sub-Committee ' s research on the most attractive and 
vr^,bl\ type of program to pursue indicates thp^r the FHL4. 

Insured N Pro gram is the best structure pav^Lilable at this qime. 
Mr. Henry and the Sub- Commit tee requested the Board's approval 
to actively pursue this program and authority to accept pro- 
posals from underwriters and bond couns£i>^ ^ommy Edwards 
made £\motion to authorize the Sub-Committe< vprocb^ed with 
this p^qgrhflp. Mr. Fred Dacus seconded 
unanimous l^\ap^oved by the full Board. 

&r. Hammerschmidt reported that all 
our Multi-Family £fcapd Issue were 
ahead of, completion schedule. ' 

Mr. Hammerschmidt called^on Vivian 
report\y^Ms. Pugh directed the Boa>"di 

ciaiiniqrmat ion contained in the Board packet and briefly 



f iaan- 
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reviewed each report. 

Chairman Stout called for New Business. Board member 

cue reasons it was diffi- 

cult to attend Board meetings on Thursdayafternoons , and 
requ< >ted that Board meetings be held at 3:00 Pto^on the 
tlyLrd Wednes4^y""of each month. ChairiSas^Stout polled each 
ber individually and all were in agreement . 

Stout then presented a plaque to Robert Hammer- 
Director, commending him for his \>utsptand- 
the Agency from May 1,1982, through February 
2)8, 1983. Mr. Hammerschmidt planned to leave the Agepcy at 
jie end of February. 

There being no further business, the meeting w^s 
idj&urned at 3:50 PM. 


Ch~arles N 8tout , Chairman 
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__ MTMTTES 

HOUSED DEVS5P!^T^ENCY 
SPECIAL BOARD MEETING 
August 31, 1983 
3:00 P.M. 



The Arkansas Housing Development Agency held a Special Board Meeting at 
3:00 p/m. , on August 31, 1983, in Roan 1143 of the DonacheysSui Icing. Little 
Sock, Arkansas/' N, \ 

£oard f^embers present were Chairman Charles Stout, Mr. Tomy Edwards , Mr. 
MahJ/on Martin, Mr. George Wright, Mr. Bill Mathis, Mr. James Brany&n, Mt- Fred 
Oacas, MsC Betty walker, Ms. Margaret Davenport, and Mr. Trey 3urris. \ 


Pugh 


Staff present were Mr. C. E- Anderson, Acting Director; Ms.l Midige 
*puty Director; and Ms. Susan Young, Single-Family Housing Officer. 


\others present were Mr. Den Gtristian and Mr. Dabbs Sullivan, Jr., 
Sullivan\ Division of George K. Baim & Co. ; Mr. Tat Carter and Mr. Mich 
Drake of Eollins, Locke &~Lasater; Mr. Jack Wi l liams of Wright, Linds e 
Jennings ;\Mr. Bobby Allison of E. F. Hutton Co., Inc; Mr. Jdhn k / Mor 
Kidder/ Peabody & Co.; Mr. Bob Snider of T. J. Raney & Sons; Ms< M. Sd 
Hand Itch, of Nrhcrias McdCinnon Securities; Mr. Charlie Crow, Ms^dhnniej 
and Mr. Gene Wilboum all of Stephens, Inc.; and Mr. Jeffrey J. Orum 
Eastman Paii^e Wither, 'Inc. 

Caiman Sbart ranprf the meeting to order at 3:01 p.m. stating the- 
ourpose of this meeting was to select Underwriters for the $125,000,000.00 
Issue, He then 1 pH for recarnandations of the Review & Reccrmendation Sub- 
Can 



i. 


Wright, Chairman of the Review & R< 

Stout the following recommendations 
are Blyth Eastman Paine Webber, 
ir por ation - 2°%; and Prudential -Bache 
Locke and Lasater - 10%; Dabbs 
l r\ . oaum « • T • J • Raney St Sons , Inc . 

10%. I Giaiman Stout^oallhd for a motion to accept 
mendafcions . iMr. Tommy Edwards made such a motion 
and the Board a pprov ed. 


ttee, 


hand e d Chairm 
Senior Un 
the FJirst 
Managers < 
Gearc* K. Bairn 


C Itout then cal le 


tion 




Inc. — 


endatian of the 


.tte for Band Counsel 


Mt. George Wright stated the Revii 
recawnended t^at the firm of Wright, 

Chairman Stout called for a motion 


Reccrmendation Su 



& Jennings be appoi, 
the 


ttee 
for this 
ttee 

Mr. Bill Mathis nade such a motion; Mr. Towny Eci^ards 
seconded, and^the^Soard a p pro v ed. Ciaiman Stout asked any Senior Underwriters 
present to please^bonsult with the Board <»s to local firms being used. 


At 3:05 p.m. (hairnan Stout called for an Executive Session for the Board 
to discuss selection of an Executive Director. 
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(10 MINUTES TIME LAPSE) 

Chairrmn Stout called the raeting to order again at 3:15 p.m. and called 
for the Executive Director Sub^gnmittee reccrrmendation on the selection of 
Executive Director . *rrT3eo^ Wri^t^rfeentedto the Board the SulXcrmittee' 
recomendation Wooten Eoes. OiairTTan Stoht^called for a motion to 


Wooten Epes. ChairiTan 
accept the Sul^Ccmmittee recommendation, 
noticn: Mr^ Bill Mathis seconded, and the 

Ch^rnan Stout e^spress^" appreciati< 
cutstanding wor)$^e^Acting Executive Director 
coqZdbe 

U4 stout stated that a Public 
re the up-coming Issue. 



made such a 


for his 
new Director 


a later data 


xhere being no further business before 
to adjourn? Mr. Tcinmy Edwards seconded 3 
p.m 




srfi r\ 

Sworn to and Subscribed before me this ~) day of SdA — * ^384. 

Notary Public 


: AjS/I /£>, /<? *? / 
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INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


EXECUTIVE SESSION 


TUESDAY, MAY 7, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington , DC. 

The Committee met at 10:00 a.m., in room 216 of the Hart Sen- 
ate Office Building, Senator Alfonse M. D’Amato, (Chairman of the 
Committee) presiding. 

OPENING STATEMENT OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. We have a number of announcements to make. 
There has been a great deal of speculation with respect to the wit- 
nesses and who they will be, and what we will be doing in the next 
several weeks. The Committee will continue its hearings on the Ar- 
kansas phase of the investigation. We will be concentrating our ef- 
forts in terms of getting as many of those facts as we possibly can. 

There are a number of outstanding questions relating to the sub- 
stance of the billing records and the circumstances surrounding 
their disappearance and their discovery. In an effort to apprise the 
Committee about these unresolved questions and the Committee's 
efforts to find answers, I have asked Counsel to make a presen- 
tation and to attempt to answer any questions that the Senators 
may have concerning the issue and the Committee’s answers to 
date with respect to these billing records. 

Mr. Chertoff will make a presentation and indicate what we have 
done and the number of depositions or interrogatories that we have 
taken. As we said we were going to keep these in confidence as it 
relates to all of the people who were asked whether they had any 
knowledge, but we have gone through a whole number of them and 
we will make our report public at this time. 

The Committee has agreed— Senator Sarbanes and myself — to 
the issuance of subpoenas to David Hale. These subpoenas seek 
deposition testimony from Mr. Hale on May 20th and hearing testi- 
mony on May 22nd. 

The Committee has not reached an agreement yet on a subpoena 
for David Watkins’ testimony, and also with respect to a subpoena 
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for certain records of the Bank of Kingston. I believe that was the 
predecessor to Madison Savings & Loan, and there are some lim- 
ited records that we seek there. Hopefully, Counsels will be able to 
come to an accord. If we can, we will announce the issuance of 
them tomorrow. If not, we may have to take up whatever is unre- 
solved with respect to voting for or against the issuance of those 
subpoenas. 

Senator Sarbanes. 

OPENING COMMENTS OF SENATOR PAUL S. SARBANES 

Senator SARBANES. Mr. Chairman, first of all, I think the Bank 
of Kingston was not a predecessor to Madison Savings & Loan, just 
so we keep that clear on the record. I mean, that is an important 
point. 

The Chairman. It was owned by Mr. McDougal, Senator. 

Senator Sarbanes. Well, I understand, but 

The Chairman If we are going to start splitting hairs, now let 
me say this to you, we are either going to get these records or not. 
If we cannot agree to it, and we have attempted to work these 
things out, then we will meet tomorrow for the purpose of consider- 
ing issuing subpoenas. They are relevant and we are not going to 
be deterred. I hope we can do this in a manner in which we have 
worked out most of the matters, but make no mistake about it. We 
are going to consider it, one way or the other. 

Senator Sarbanes. Well, let me say, I hope we can work it out. 
My understanding is we are very close, but I again want to make 
the point that the Bank of Kingston is not a predecessor to Madi- 
son Savings & Loan. 

The Chairman. We will go through this tomorrow, but the Bank 
of Kingston was an affiliate of Madison Guaranty. Mr. McDougal 
owned, wholly, this bank. He had the controlling interest in both 
of these banks. 

Now it is not a question that we are looking to subpoena records 
of some institution that has no connection with Madison Guaranty, 
that we just dragged it out of the air. I think it is rather disin- 
genuous to suggest that maybe we are looking for some records 
that have no connection. That is not the case. 

I have attempted to steer us in a course that would avoid con- 
troversy, but ril be doggoned if I am going to sit here and have you 
attempt to split hairs with me when we know, and we have gone 
through this repeatedly and have attempted to settle this thing. If 
we cannot, then we will take up the issue with respect to whether 
or not this Committee should issue a subpoena for these records. 

Senator Sarbanes. Mr. Chairman, no one is trying to be dis- 
ingenuous with you. Far be it. 

The Chairman. OK. 

Senator Sarbanes. I am perfectly happy to discuss this matter. 
If we are going to discuss it, we are going to have to do it in a 
calm, rational way with some relationship to the facts. 

The Chairman. Senator, there is a great deal of relationship to 
the facts. You would have people believe that there is no connection 
when I said this was a predecessor. The fact is McDougal owned 
this bank prior to taking over Madison, and he was the majority 
stockholder, and the fact is that there are records that we are enti- 
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tied to see. I do not know what those records will produce, but it 
is our attempt to get the facts and finish this. 

I do not think this should have been brought out as a public 
issue. The fact is that the clock is ticking. We are running into one 
of those situations again where on the one hand we say we want 
to wrap this up, and on the other hand we have to have the ability 
to get this information so that we can get all the facts and make 
a determination. 

Senator Sarbanes. We are trying very hard, Mr. Chairman to 
work with you in order to wrap it up, I must say. Do we have any 
notion of what the hearing schedule will be for the week after next? 

The Chairman. Today we were supposed to have Ms. Thomases, 
but her lawyers had a problem with scheduling. It was at their re- 
quest and insistence and our attempt to accommodate them, and 
I ask that the letter be put into the record from her lawyers, that 
we put this matter over until next Tuesday. 

We run into problems, otherwise, Susan Thomases would have 
been here. We are attempting to work with both the Minority and 
with the schedules of other people — the witnesses and their attor- 
neys. I believe that we have a tentative schedule, and it includes 
Ms. Thomases who is supposed to be here Tuesday. If some exi- 
gency or problem develops and she is not able to be here, that will 
mean that we have an opening Tuesday. 

Similarly, I point out that we have been discussing the question 
of Mr. Watkins and the Bank of Kingston now for at least 10 days. 
There comes a point in time, as the saying goes, to fish or cut bait. 
Either we are going to have to come to an agreement or make a 
determination to vote out subpoenas. I would hope that we can. 
But so far, not withstanding the good efforts on both sides, we have 
not been able to resolve this. 

Senator Sarbanes. Yes, hopefully we can. 

I would note that we joined in the subpoena to Ms. Thomases. 
While I was not involved in the decision to postpone her testimony, 
I understand that the Chairman was responding to an appeal from 
her lawyers which I have not seen, but in any event, obviously, I 
think the Chairman has to show some understanding of the situa- 
tion in which witnesses find themselves. So I do not really quarrel 
with that. The present plan, I take it, is to bring her in next Tues- 
day, May 14th? 

The Chairman. That is correct. 

Senator Sarbanes. Do we know what the schedule will be for the 
rest of next week? 

The Chairman. Well, the staffs are working to accommodate 
that, Senator. They are trying to do as many of these by deposition 
so that we will save time. 

Next Tuesday, we have Susan Thomases on the first panel. We 
have Charles Campbell, former Vice President of the Security 
Bank; William Fisher, the former President and CEO of the Secu- 
rity Bank; and Frank Oldham, the former Loan Officer of the Secu- 
rity Bank of Paragould, I guess that is, on the second panel. 

On Wednesday, we will have two panels. On panel one, Loretta 
Lynch and Jim Blair; and on panel two, Bruce Erickson and Jay 
Stevens, Pillsbury Madison & Sutro. 
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On Thursday, we have John Latham, David Knight, Gary Bunch, 
and Bill Henley. I believe that this information has been shared 
with the Minority. As a matter of fact, I see a memo that may have 
just been written yesterday or today. 

Senator Sarbanes. I was just looking at it. 

The Chairman. The schedules are attempting to accommodate, 
where we believe it is appropriate, witnesses and their attorneys. 

It was Ms. Thomases’ attorney who asked us, not withstanding 
the fact that a subpoena had been issued, to adjourn this matter 
in order to accommodate them and we did. So there will be some 
changes as we go along. There is no doubt about it. 

Senator SARBANES. But essentially we’ve set the hearing sched- 
ule now for this week and next week? 

The Chairman. Essentially, yes. Now if there is an opportunity 
to advance or bring in other witnesses, or if we find that it is not 
necessary, obviously, we will act accordingly; and we have been ad- 
vising the Minority. 

Now, I will say again, I hope that we can come to an agreement 
as it relates to the issuance of subpoenas getting the records of a 
bank that we have every right to see. It is a bank that James 
McDougal controlled. We have discussed these records now for a 
period of time. 

Senator Sarbanes. Mr. Chairman, the other point I want to 

The Chairman. These are files that Webb Hubbell took from the 
Rose Law Firm. If Hubbell had not taken the files, we would not 
have them. The relevance is that we are interested in these files 
that Hubbell took. I cannot understand why we cannot come to an 
agreement to issue these subpoenas. 

Senator Sarbanes. We will figure that out later today, I assume. 

The Chairman. When the Senator starts to say, well, this was 
not the predecessor of the Madison Bank that leave us in a position 
where people would think that maybe there is no relevance to this. 
There is, and we want to wrap this up as quickly and as thor- 
oughly as possible. We need these files and though they may prove 
to be nothing, it is still our job to get this information. 

Senator Sarbanes. Now, Mr. Chairman, I indicated to you in a 
conversation last week that the Minority was prepared to partici- 
pate in hearings the week of May 27th, which I understand is 
going to be a recess week for the Senate, if the Chairman thought 
hearings were necessary that week in order to hold to our schedule, 
and I just want to repeat that here this morning. 

I understand the current plan in the Senate is the week of May 
27th, which is Memorial Day week, they plan to recess. I do not 
know whether hearings will be necessary in order to meet the June 
14th date, but if so, we are prepared to hold hearings that week. 
I do not laiow what the Chairman’s view of that is at this point, 
but I just wanted to add that to the discussion. 

The Chairman. I have indicated to the Senator, if it is necessary 
so that we can dispose of all of our work prior to the agreed date 
to terminate public hearings, I would certainly think it is incum- 
bent upon us to use that time, and if it is necessary we will hold 
hearings during that week. 

I have stated previously, it is the intent of the Chair, to do our 
work thoroughly, comprehensively, fairly, and in an honest attempt 
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to meet the deadline that the Senate has imposed. If we can finish 
earlier, I think it would be to our advantage in case we have addi- 
tional developments, or new events turn up, so that we do not have 
to ask for a continuance on the time; we can do it within the time 
allotted. 

Witnesses are being deposed and information is continuing to be 
gathered in an attempt to meet that schedule and deal with it in 
a way that leaves us sufficient time to write our report. 

Senator SARBANES. Are you going to turn to Mr. Chertoff now? 

The Chairman. Yes. 

Senator Sarbanes. I have one final point I would like to discuss. 

Mr. Giuffra informed us yesterday that he had a discussion with 
Mr. Olsen, Mr. Hale’s counsel, who said that Mr. Hale intended to 
assert his Fifth Amendment right, as I understand it. That is the 
report we received from Mr. Giuffra. If that is the case, I think we 
should ask Counsel to research the appropriateness of such a claim 
and hopefully work could begin on that on the part of Counsel, 
working together both Majority and Minority Counsel. 

The Chairman. I will ask both Mr. Chertoff and Mr. Ben-Veniste 
to research whether or not a claim, an assertion that the Fifth 
Amendment will be interposed, if that is sufficient to thwart a sub- 
poena, or the appearance of a witness; whether or not the witness 
has to come in and plead the Fifth or he can make that assertion 
through his attorney. I guess that is the question? 

Mr. Ben-Veniste. The issue really is, since Mr. Hale has testi- 
fied publicly for some 9 days in Little Rock, one wonders how at 
this point he would successfully assert a claim of privilege against 
testifying before this Committee. 

It is not a question of whether a witness who appropriately as- 
serts a Fifth Amendment privilege should be brought before the 
Committee. I would not advocate such a position. But, whether 

The Chairman. To extend a waiver? 

Mr. Ben-Veniste — the assertion is appropriate under the cir- 
cumstances here to avoid appearing before our Committee. 

Senator Sarbanes. Why don’t we have Counsel discuss that? 

The Chairman. That is a very interesting question. I think Coun- 
sel should review that and possibly even take it up with Senate 
Legal Counsel as it relates to any precedents that may or may not 
have been established so we can get a determination. 

Mr. Ben-Veniste. We are going only on what Mr. Giuffra reports 
that Mr. Olsen told him. He has not made that assertion publicly. 

The Chairman. Sure. 

Mr. Ben-Veniste. It may be just something he was thinking of. 
Perhaps Mr. Giuffra could clarify it. 

The Chairman. Indeed, if this is raised, I think it would be wise 
for us to get ahead of the curve. He may or may not choose to as- 
sert that privilege, but we will do the research on it. 

Are there any other Senators who would like to be heard from 
at this time? 

[No response.] 

Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Mr. Chairman, I was requested to report to the Committee on 
where we are with a series of questions that we have been pursu- 
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ing both in public hearings and in private depositions and through 
private interrogatories relating to what people generally know as 
“the billing records.” 

The billing records are large computer printouts that indicate the 
billings that the Rose Law Firm submitted to Madison Guaranty 
Savings & Loan for work done between April 1985 and about June 
1986. We know from prior testimony before the Committee, these 
were under subpoena not only by this Committee but also by the 
Independent Counsel and the RTC. 

The Committee will recall that this issue was a matter that a 
great deal of time was spent on last fall. I know Senator Bennett 
will recall, for example, that he persistently raised with Ms. 
Thomases and with some other witnesses the question of exactly 
what work was done, and were there any records of the work. 

I remember Mr. Hubbell said at one point to the Committee: 
“You know, I wish I could answer these questions; what you really 
need are the billing records.” \ 

Then, after having raised the hue and cry for a couple of months, ? 

one day in January the Committee found, almost literally on its 1 

doorstep, a delivery of these billing records. 

Ms. Huber was here and testified she had seen the records in the f 

early part of August of last year on a table in the Book Room in 1 

the residence of the White House. She had taken possession of 1 

them. They were out in the open on top of the table. She described 5 

that as a very private area of the residence. She said she was ? 

under the impression she was supposed to file them. She took pos- v 

session of them. She took them down to her office, and in early 
January when she saw them again she realized that this would be 
potentially something that had to be turned over pursuant to the ij 


subpoena and she called her lawyer and other lawyers, and they 
were then furnished to us. 

Now the questions that we wanted to pursue was how did they 
get to the Book Room in August and who had them? This bears on 
two questions. 

First, if someone who knew about the subpoena and was subject 
to the subpoena for these records was aware of where they existed, 
if the records were in the control of someone who was subject to 
subpoena and they were not turned over, that obviously would 
raise questions concerning whether someone had obeyed the sub- 
poena. That is of concern to the Committee as well as to law en- 
forcement. 

Second, there were a series of questions — some of them under 
oath; some of them not under oath — that had been put to various 
individuals in connection with the work that was done by the Rose 
Law Firm for Madison Guaranty Savings & Loan which were 
called into question by the billing records. 

If those billing records were available to people before the time, 
or at the time they were answering the questions, there is a natu- 
ral issue that arises about why did someone say something that the 
records contradicted If they had them, or had seen them before 
they answered the questions, they would know the answers the 
records contained. Let me give you by way of some examples some 
of what I mean. 
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There were questions on a number of occasions, both in the press 
and more importantly, at least on one occasion, from the RTC and 
from the FDIC. Those are the Federal regulators who were inves- 
tigating this matter about the contacts that Mrs. Clinton had as a 
lawyer for the Rose Law Firm on behalf of McDougal’s bank, 
McDougal’s savings and loan, with Beverly Bassett Schaffer who 
was then the regulator in charge of savings and loans. 

The Committee will recall that as of April 1985, the Rose Law 
Firm began representation of McDougal’s savings and loan. The 
very first matter they undertook was an effort to get approval to 
issue preferred stock. There were documents that everybody had 
that showed that the regulator, Ms. Bassett, had written to Hillary 
Clinton on this issue. 

Yet, when Mrs. Clinton was asked to respond to interrogatories 
in early 1994 by the RTC that was investigating this, she said at 
page 41 of her interrogatories: 

I was not involved in any meetings with State regulators on these matters. I may 
have made one telephone call to the Arkansas Securities Department to find out to 
whom Mr. Massey should direct any inquiries regarding S&L matters. I do not re- 
member to whom I spoke. 

Now when we got the records, we discovered that there was, in 
fact, a very clear record of a conversation between Mrs. Clinton and 
Beverly Bassett because she had recorded it on her time, and it 
had turned up on the billing records. Listed in the entry for April 
29, 1985, is a 1-hour timeframe which has “telephone conference 
with B. Bassett, Securities Commissioner and telephone conference 
with R. Massey,” who was, as we know, the young lawyer, the first- 
year associate lawyer working on this matter. This record is incon- 
sistent with the notion that there was an inquiry simply to deter- 
mine to whom this matter should be addressed. 

The question is: Had these records been seen by Mrs. Clinton be- 
fore the time she indicated that she did not remember to whom she 
spoke? Obviously if they were seen by her before, then the question 
is: Why didn’t she remember what she had seen and what had evi- 
dently been drawn to her attention by Mr. Vincent Foster’s mark- 
ings on the billing records, why didn’t she use that to answer the 
question? Why didn’t she have a recollection of something that had 
been directed to her attention by Vincent Foster — namely, her 
records of that call with Beverly Bassett. 

The records also turn out to be important when we evaluate the 
statements that Mrs. Clinton made concerning how much work and 
how much day-to-day supervision she had about the work for Madi- 
son Savings & Loan. 

She indicated to the RTC, for example, that her knowledge of the 
events concerning this entire representation is largely secondhand, 
since her contemporaneous involvement in the representation was 
minimal and Mr. Massey primarily handled the matter. She said 
again in an affidavit to the Federal Deposit Insurance Corporation: 

I was not involved in the day-to-day work on the project. My knowledge of the 
events concerning this representation has been largely derived from a review of the 
relevant documents 

If she had reviewed this document before she gave that answer, 
she would know that, in fact, she spent a little over 6 hours on the 
preferred stock issue; and that, in fact, her total representation of 
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Madison Guaranty Savings & Loan as reflected in her billing 
records was substantially more than any other lawyer in the firm. 

In fact, over half of all the hours billed by all Rose Law Firm 
lawyers for Madison Guaranty Savings & Loan work during this 
period were billed by Hillary Clinton. She billed 52 percent of the 
total hours, which is substantially more than the next lawyer who 
worked on these things. 

So again the billing records, if they were in her possession before 
and she had seen these notations on the records before she gave 
these answers, it raises a question of why she answered as she did. 

This comes up again with respect to the issue of Castle Grande. 

Senator SARBANES. Mr. Chairman. 

The Chairman. Yes. 

Senator SARBANES. As I understood it, we were going to examine 
where these records have been and who has handled them. I can 
understand Mr. Chertoff wants to lay out his various hypotheses 
with respect to Mrs. Clinton, but either we ought to develop these 
at hearings with witnesses, or he ought to put it in his final report. 
But I am not quite clear why we are going to spin through all of 
this here this morning. 

As I understood it we were going to get a report on the inquiry 
with respect to the records. Now, we are getting sort of hypothe- 
tical on the basis of Mr. ChertofFs interpretation of various mat- 
ters in the record, which is a very different thing. 

The Chairman. I am going to permit Mr. Chertoff for the next 
5 minutes to move through this as it sets the groundwork for the 
importance and the relevance of these billing records. 

It is not a question of any records at any time that appeared, but 
there are some relevant issues. Mr. Chertoff, I am going to ask you 
to move through it and then make a report as to what the Commit- 
tee and the staff have done to ascertain who may have had access 
to these records, who we have eliminated, and what the status is. 

Mr. Chertoff. Thank you, Mr. Chairman. 

The reason I am laying out the background is because part of the 
analysis the Committee has to undertake in trying to decide who 
handled the records and who had them in their possession is to un- 
derstand to whom they would have been significant. 

To pick an example, someone at one point threw out the sugges- 
tion that construction workers might have had access to the 
records. But when you look at the records and you see what they 
are about and whose activities they concern, it is very unlikely that 
construction workers would have an interest. 

Even with respect to some of the people who we have seen in the 
hearings who have testified, when you look at the nature of the 
records, what is intrinsic to the records, you understand that some 
of these people would really not have a particular interest or even 
an understanding of the significance of the records. 

There is really only a limited number of people who, by virtue 
of their background, would have been able to interpret the records, 
would have understood the notations on the records, would have 
known what the items referred to in the records, and therefore 
would have had a motive to handle the records. That is something 
the Committee is going to have to consider. 
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Senator Sarbanes. Are you precluding handling the records 
without having a motive? 

Mr. Chertoff. I think it is always possible, Senator, that some- 
one could handle something unwittingly. 

Senator Sarbanes. OK. That’s all I wanted to know. 

Mr. Chertoff. The likelihood of someone doing that. 

It is far more likely someone would be in possession of records 
and handling records and looking at records they cared about than 
it is to someone with no conceivable interest in the records would 
have been pouring through them. I mean, anything is possible in 
life, but like anything else, whether it be this Committee or a 
court, we all deal with what is likely and probable. 

Just to give you one last example, and I think it is particularly 
pertinent with respect to the Bank of Kingston issue, one of the 
critical questions that was raised early on was how, in fact, did this 
representation begin? Why was it that the Rose Law Firm was re- 
tained to handle matters for Madison Guaranty Savings & Loan? 

We heard a witness I think who testified that typically they used 
Jim Guy Tucker’s law firm to do their work. And yet in April 1985, 
we turn up with work being performed by the Rose Law Firm. 

I think it is public knowledge now that there is a difference of 
opinion about how that started. 

The billing records also contain, interestingly, a copy of a bill 
that was for the old Bank of Kingston, or Madison Bank and Trust. 
That is part of these billing records that were found in the Book 
Room that had not been available previously. This indicates that, 
in fact, the bill had been paid as of the date on the bill. Then there 
is a notation in Vincent Foster’s writing, “HRC, I believe there was 
a subsequent bill.” 

These records also bore on the question of whether, in fact, it 
was true that the reason Mrs. Clinton got involved was because 
there was a problem with an unpaid bill, or whether the bill had 
been paid. These billing records showed that the people who had 
them in their possession were very interested in exploring that 
question. 

Bearing that in mind, let me tell you how we proceeded to ana- 
lyze the questions that we have to address and who might have 
handled these records. 

There are basically five questions in terms of handling the billing 
records. We have tried to work our way through each of them and 
narrow down the field of people who might be involved. 

The first question is: Who removed the records from the Rose 
Law Firm in 1992? These are, after all law firm records. Mr. Clark, 
the head of the law firm, didn’t remember. No one remembered giv- 
ing permission to have the records removed, still less to have them 
disseminated outside of Little Rock and taken to the White House. 

The question was whether anyone handled the records in Little 
Rock during the campaign. That is certainly an important question 
in order to determine how they wound up in the Book Room. Then 
we wanted to find out if we could determine who handled the 
records in Little Rock and who took them to Washington. If we 
could determine that, we wanted to know who stored the records 
in Washington, and where they were until the summer of 1995, 
when they reappear on the table in the Book Room. 
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And finally, maybe the bottom line question is who placed the 
records in the White House Book Room? 

Let me tell you where we are with respect to each question. 

First, who removed the records from the Rose Law Firm in 1992? 
Well, Mr. Hubbell was asked this question under oath and he indi- 
cated that he had not removed them from the Rose Law Firm. Ob- 
viously, we cannot ask Mr. Foster. Mr. Foster, though, there was 
testimony, had at least gone to some people in the firm and sought 
to obtain some records, although not billing records. 

We also know, and this is part of the second question, that Vince 
Foster and Webb Hubbell both had the billing records at some 
point in time during the campaign in 1992. We know that because 
Mr. Hubbell testified that he had spoken to Mr. Foster about them 
in the campaign. 

He identified, and others identified, Mr. Foster's handwriting on 
the records that appeared to be notes to “HRC” directing her par- 
ticular attention to certain parts of the record. And we know this 
because we have Susan Thomases' notes of her conversation with 
Hubbell and the campaign where she made a reference on the side 
saying, “he has the billing records." 

In fact, Hubbell was describing to Susan Thomases over the tele- 
phone, as she testified and as her notes bear out, the content of the 
records and the significance of the records. So that we have at least 
established, I think, that two people had those records in their pos- 
session and custody in Little Rock during the 1992 Presidential 
Campaign. Ms. Thomases testified under oath that she had never 
seen the records; she had merely heard about the records. 

Now the records appear 3 years later. Who transported them to 
Washington? We asked this question of several people. Carolyn 
Huber denied seeing them before they appeared in the Book Room. 
We asked Susan Thomases and she denied in her testimony having 
seen the records or dealt with them physically in 1992, so she did 
not transport them. Mr. Hubbell testified under oath that, although 
he collected a whole series of documents in early 1993, from the 
Rose Law Firm which he simply removed without asking permis- 
sion, the billing records were not among them. His last recollection 
of the billing records was that he had given them to Vincent Fos- 
ter, and he swore that he had never seen them again until they 
were presented this year in the context of his deposition and his 
testimony. 

Mr. Hubbell's testimony takes him off the board as someone who 
transported the records. Betsey Wright, when she was up here, in- 
dicated that she had not been responsible for transporting these 
records. She identified the records she did handle that she had 
filed, and she had never seen these records and had not been re- 
sponsible for getting them to Washington. The last person we know 
who had the records, if we accept Mr. Hubbell's testimony, was 
Vincent Foster, and we cannot ask him. 

That takes us to the question of who stored the records until 
they were on the Book Room table in 1995? Carolyn Huber and 
Susan Thomases denied having any knowledge of the records be- 
fore they were produced — in the case of Ms. Thomases before they 
were produced here; and in the fact of Ms. Huber before she saw 
them in the Book Room. 
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Webster Hubbell denied seeing the records in Washington even 
among those records he kept in the basement until he saw them 
here in the Committee room. In fact, what Hubbell said was he had 
turned all the records that he had in his basement over to the 
President's lawyer in late 1993. The President's lawyers did not 
turn these records over, and Mr. Kendall and Ms. Sherburne, who 
; were the President's lawyer and the White House lawyer, both said 
t they had not seen the records until 1996. 

Of the people who we know had some contact with these records, 

» Mr. Foster is really left because Mr. Hubbell, Ms. Thomases, and 
e Ms. Huber have taken themselves off the boards. 
g Then the question is: Who placed the records in the White House 
a Book Room? In order to answer that question we have to answer 
the question of who had access to the Book Room. It is a kind of 
n a classic process of elimination. 

We knew from Carolyn Huber's testimony, and she was very firm 
is on this under oath, that she discovered these in early August 1995, 
h last year, which is less than a year ago. And for purposes of mak- 
| e ing an analysis, we broadened the timeframe. We started at about 
July 20 and we ended August 10. We asked ourselves, and we 
e . asked ultimately the White House, who were the conceivable num- 
ie ber of people who had access to the Book Room? 

Now the testimony of people like Ms. Huber is that that is not 
)S . a room which is generally accessible to the public, or even to people 
a] who are in the residence for ceremonial events. It is a place where 
er the Clinton's keep books, and gifts, and things of that sort. They 
have some personal files there, and it is apparently the way you 
^ get into the Exercise Room. So it would be accessible to guests, 
p And putting aside the question I raised earlier, which was who 
e j would logically be looking at these, we figured we would take the 
: broadest possible approach. 

g The White House had put out the notion that there were people 
working in construction in the residence; there were all kinds of 
e guests in the residence. These figures are statistically thrown out 
ug. as if to suggest that there were hundreds of potential people who 
j on might have handled the records and put them in the Book Room. 
’ os . So we proceeded to try to whittle that down. We accepted the fact 
h e y that the President and Mrs. Clinton's daughter and her friends ob- 
viously had nothing to do with this. We didn't pursue that. 

We went to the residence staff. We, in fact, had the Head Usher 
and the Assistant Head Usher here to testify. And based on their 
testimony and other investigation, and in particular the fact that 
)ese members of the residence are under strict instruction on pain of re- 
Q moval that they must not disturb papers, put them down or take 
re them up, look at them or go through them, we were satisfied that 
lW it was extremely unlikely that someone in the residence staff, 
was meaning ushers or maids, would have been responsible for putting 
the records there, or looking at the records, or maintaining the 
, records there. 

1( Then we addressed the question of construction workers. The tes- 
g. timony we got on the construction workers is that all construction 
^workers and outside contractors who work in the residence are es- 
corted by the Secret Service or the Usher's Office at all times. They 
are under strict instruction that they can't touch or remove any- 
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thing within the residence; and again, they would be sanctioned if 
they did it. Common sense probably would have led us there in the 
first place, but we pursued it and the facts support common sense. 

The Chairman. Did you question the construction workers by in- 
terrogatories or any other way? 

Mr. Chertoff. I think we relied principally on the testimony of 
the Secret Service and the Ushers’ Office, because they indicated 
that the construction workers are not allowed to be by themselves. 
There is always supervision by the Secret Service or by the Ushers 
Office. They assured us it would not be permitted to have some- 
body putting documents down, removing documents, or disturbing 
documents. I have to say, based on what I said earlier, as a matter 
of common sense it is hard to imagine a construction worker that 
would be in possession of these records or would look at them, or 
would leave them. 

Then we looked at the question of approximately 55 public offi- 
cials who visited within the residence during this period of time. 

Now, I want to say that the records we got from the White House 
do not monitor movement within the residence, the second and the 
third floor. They tell us who goes into the residence, but they don’t 
tell us who moves between the second and third floor. There are, 
as we understand from the White House, various rooms particu- 
larly on the second floor that are kind of ceremonial rooms. There 
are functions, or quasi public, or public functions there. Although 
it seems unlikely that people on the second floor would go up to 
the third floor, we thought we had to look at everybody who came 
into the residence because we could not narrow it further. 

We did not question the public officials. We did send them inter- 
rogatories. It seemed to us unlikely, and so unlikely as to be be- 
yond any doubt, that the mayors or the president of a foreign coun- 
try would be handling the billing records any place, let alone in the 
Book Room. Likewise we did not question Cabinet officials or peo- 
ple who clearly would not have had a reason to look at them. 

Then we looked at residence guests. There were various people 
who were guests in the residence and we wanted to proceed dis- 
cretely. We did not want to disturb anyone’s privacy. 

We sent interrogatories out and we received negative responses 
from just about everybody. There were two individuals from whom 
we did not receive responses who are members of the President’s 
personal family. Other than those two, we received responses from 
every guest indicating that they had not any knowledge of, nor had 
seen nor handled the records. 

That left a category of what we have described as “insiders.” I 
do not want to use that as a pejorative term, but these are people 
who — they are not guests in the residence, overnight guests — they 
are people who have a regular working relationship or dealing with 
the Clintons, either those who have had it in the past or who have 
it currently and who were in the residence area. These are people 
whom we either deposed or submitted interrogatories to. Of the in- 
siders, there are only two we have not yet specifically questioned. 

One is Ms. Thomases, although Ms. Thomases has previously 
sworn that she did not see these records before, so I think it is 
pretty predictable what her answer will be; and Bruce Lindsey who 
we are scheduled to depose in the very near future. 
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That indicates where we are with respect to people having access 
to the Book Room. Other than two members of the President’s fam- 
ily who have not answered the interrogatories, and the two insid- 
ers — and again we are just using that term for convenience. 

The Chairman. We could say, “people who had more or less regu- 
lar access to the White House.” 

Mr. CHERTOFF. Or we can say, “people who had working relation- 
ships with the Clintons as opposed to personal relationships.” 

Other than two of those from whom we have not gotten formal 
answers, and I think from Ms. Thomases we essentially have, I 
think we have on the record evidence that none of the 206-odd-peo- 
ple who were in the residence during that period of time handled 
the records, saw the records, or knew anything about the records 
during the period we have examined. That is the current status of 
where we are with the billing records. 

Senator Sarbanes. To whom were the interrogatories sent? The 
residence guests? That category? 

Mr. Chertoff. They were sent to residence guests. Some were 
sent to people that we described as people who have a working re- 
lationship with the Clintons; people who I think have more regular 
access to the residence, or who we were deposing anyway, we gen- 
erally put the question by supposition. Senator, this is something 
both sides participated in. 

Senator Sarbanes. Do you know how many interrogatories were 
sent on this issue to how many people? 

Mr. Chertoff. I believe a total of approximately 60 people re- 
ceived interrogatories. I think we generally sent a standard inter- 
rogatory with four parts or four questions. 

Senator Sarbanes. How many depositions on this issue? 

Mr. Chertoff. I do not know that I can tell you off the top of 
my head, but I would say that the construction workers we did not 
depose, obviously, except for the Secret Service. 

Senator Sarbanes. Or interrogate; right? 

Mr. Chertoff. Or interrogate. We relied on the 

Senator Sarbanes. And the same thing with the residence staff? 

Mr. Chertoff. We relied upon the testimony of the Secret Serv- 
ice and the Ushers’ representative. So I think we took three deposi- 
tions or four depositions that would have related to that. 

Senator Sarbanes. The same with dignitaries and officials? 

Mr. Chertoff. That is correct. We did not question dignitaries 
and officials like mayors or guests from foreign countries. 

One of the reasons I wanted to give the status report is because 
obviously the staffs on both sides have a complete list of who we 
have questioned. If there is anybody in particular that someone 
feels we should depose that we have not deposed, or we should 
send a questionnaire to that we have not, obviously we have the 
time to do that. That is one of the reasons why I think it is impor- 
tant to give the status report now. But I am satisfied that we made 
a reasonable judgment without pursuing questioning to the point 
of illogic in making what I think is a very compelling determina- 
tion about who needed to be questioned. 

Mr. Ben-Veniste. Mr. Chairman, could we see the other chart 
for a moment? 

[Chart shown.] 
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Mr. Ben-Veniste. The chart is entitled “Mrs. Clinton’s Billing 
Records,” but aren’t those the Rose Law Firm billing records that 
we are talking about? 

Mr. CHERTOFF. Well, they are, although they were found in the 
White House ultimately in the custody and control of the President 
and the First Lady. 

Mr. Ben-Veniste. So it was the Rose Law Firm billing records 
that was found at the White House; correct? 

Mr. Chertoff. Correct. 

Mr. Ben-Veniste. And Mrs. Clinton’s time and participation 
were included in those records, so the chart really ought to be 
“Rose Law Firm Billing Records.” Is that correct? 

Mr. Chertoff. I believe I am satisfied with the chart, but people 
can disagree. 

Mr. Ben-Veniste. You are satisfied with your chart, but they 
were the Rose Law Firm billing records. 

Let me ask you whether, in fact, the bills themselves were not 
turned over to the RTC earlier? The bills comprise the document 
that you have displaced earlier. Those bills were sent to Madison 
Guaranty Savings & Loan and copies of those bills were already in 
the possession of the Committee prior to the time the billing 
records were discovered. 

Mr. Chertoff. Actually, Richard, you know as well as I do, we 
had what were very fragmentary bills. In fact, the Committee will 
remember that we were frustrated, the Committee was frustrated 
when we had Mr. Hubbell up and Ms. Thomases up, and people 
from the firm, and they were frustrated because we did not have 
anything more than two or three bills. 

Then we had a recap sheet, a recapitulation sheet that showed 
the way they were allocating dollar credit among the lawyers dur- 
ing this period of time. But the most important questions — How 
many hours were worked? And what was the actual work done? — 
was unknown to us and, to my knowledge, unknown to anybody 
else like the RTC, or anybody investigating it, until these records 
appeared and were presented. 

Mr. Ben-Veniste. In addition to having some of the actual bills, 
we had some of the timesheets for some of the lawyers. 

Mr. Chertoff. I think we had what I would consider to be a neg- 
ligible amount of this information. We had, I think, three of four 
bills, and a few timesheets of lawyers other than Mrs. Clinton. 
Frankly, the burning question which everyone will remember we 
raised was: Where is there a complete set of these records? 

The Chairman. Senator Bond. 
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OPENING COMMENTS OF SENATOR CHRISTOPHER S. BOND 

Senator Bond. Thank you, Mr. Chairman, Mr. Chertoff. 

Mr. Ben-Veniste has talked about the information we have had, 
in essence. If we had the haystack, these were the needles. As I 
understand it, your chart does attempt to identify the chain of cus- 
tody. 

The records were collected at the Rose Law Firm in mid-Febru- 
ary 1992. Do I understand it correctly that Mr. Hubbell had them 
and discussed them with Susan Thomases and then gave them to 
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Vince Foster? So the last we know from direct testimony is that 
they were in the possession of the late-Mr. Foster. Is that correct? 

Now when the subpoenas came, the subpoenas were in 1994. 
Was it the Independent Counsel and the RTC issued subpoenas, 
and anybody to whom the subpoena was directed or had knowledge 
of it has the responsibility, if they knew of the custody, to turn over 
these records? Is that fair? 

Mr. Chertoff. That’s right, Senator. In fact, we had Mr. Kendall 
who represented the President and the First Lady, and we had Ms. 
Sherburne from the White House who specifically indicated that 
they were aware of the subpoenas and had informed their clients 
of their obligation to turn over documents. And these clearly were 
included in the subpoenas. 

Senator Bond. To me this is very important because our process 
of investigation was seriously delayed and hampered because these 
records went to some of the critical questions about which we were 
inquiring, and without the records we did not have the knowledge 
that those records now give us. 

There is no one who admits seeing them between the time that 
they were transferred to Mr. Foster’s file and the time that Ms. 
Huber has testified she found them in July 1994, and then real- 
ized — July 1995, excuse me 

Mr. Chertoff. I think actually early August. 

Senator Bond. August 1995, and then realized in January what 
they were. So that is the time period. 

What you have outlined for us is, by process of elimination we 
have to work through to find out who had them. 

Now would information such as fingerprints which have been dis- 
cussed in the media be of relevance in this inquiry? 

Mr. Chertoff. It would be. I am not a fingerprint expert. I have 
obviously dealt with fingerprints in the past as a lawyer and as a 
U.S. Attorney. My understanding is you cannot date fingerprints, 
but I may be wrong. Certainly the technology may have changed 
in the period of time since I left the Government. What I think fin- 
gerprints show is that somebody handled something. 

Senator Bond. At some point. But wouldn’t subsequent finger- 
prints be on top? Could they tell if there were fingerprints on top 
of other fingerprints? 

Mr. Chertoff. That goes beyond my knowledge. 

Senator Bond. OK. 

Mr. Chertoff. I can tell you the things that would show they 
were handled. Clearly if we could find out the sequence of prints, 
that would be helpful. 

Senator Bond. As an attorney investigator, what other steps can 
this Committee take to help us resolve the questions of the custody, 
outside of identifying who might have had access, and determining 
whether, in fact, under sworn testimony they state they do have 
them and identifying the fingerprints, are there other steps that 
could be taken reasonably to determine that chain of custody? 

Mr. Chertoff. I think all you can do are the following things, 
which I think we have done or are in the process of doing: You can 
ask people who might have seen them, who we have reason to be- 
lieve might have seen them, or who had access to them and elimi- 
nate possibilities. You can examine fingerprints or physical evi- 
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dence. You can look at what is in the documents and ask yourself: 
Who would have wanted to keep the documents around? 

Common sense is a large part of investigation, and obviously 
someone who is involved in national security policy at the White 
House and has never been at the Rose Law Firm, is extremely un- 
likely to want to be looking at these records or keeping them. You 
can use that approach. I think if you take all those together, that 
is the best shot you can take at answering the question. The finger- 
prints and physical evidence eliminating potential candidates, 
questioning the witnesses, and applying common sense. 

The last thing I think you can do is this: We do have statements 
made by various witnesses, including Mrs. Clinton, about the sub- 
ject matter. Some of those statements, as I said earlier, and this 
is why I began that presentation, some of those statements do re- 
late to matters that are contained in the billing records. 

Therefore, the question is really a two-part question. One is, if 
a person who made a statement had the billing records before they 
made the statement, and if there is an inconsistency, why did they 
make the statement if they had seen the records earlier? 

Alternatively you could conclude that they did not see the records 
before they made the statement and they saw the records after- 
wards, and that is where the fingerprint evidence might come in. 

I think one of the things that is going to be significant for the 
Committee at the end is to evaluate, if there is fingerprint evidence 
and I do not know that there is except what I read in the paper, 
if there is fingerprint evidence, to compare that with other state- 
ments and forms a judgment about the significance of those facts 
when they relate to each other. 

Senator Bond. Would it bear on the credibility of that informa- 
tion if somebody who had access to those records were in a posi- 
tion, or was in need of information from those records at that time, 
would it be helpful for us to examine in the broader context what 
was going on immediately prior to the time when Ms. Huber found 
those records to determine whether someone potentially with ac- 
cess might have had reason to be reviewing those records? 

Mr. Chertoff. I think that is actually a very helpful suggestion. 
I think that one of the ways you try to figure out who would have 
had the records is you ask who would have had a reason to be han- 
dling them? Since we know that they were in the White House in 
early August, clearly if there are people who had a reason to be 
looking at them at that time, you know, and we identify those peo- 
ple, that advances the analysis. 

Senator Bond. We should so back and look through our records 
and the testimony and what was going on at that time to see what 
questions were being raised and what the discussion was to see 
who, for example, might have needed access to the records and in- 
advertently left the files on a table. That is one possibility to com- 
plete the circumstantial chain of evidence. 

Mr. Chertoff. In fact, what we did do in connection with our 
investigation is we did consider the fact that in early August 1995, 
the RTC Inspector General’s Office completed its analysis of the 
conflicts-of-interest question as regarded to the Rose Law Firm and 
determined that there were some conflicts of interest in terms of 
their having worked for Madison and having done work later for 
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the RTC. I believe that report was published or discussed in the 
newspaper in early August. So there clearly was at this period of 
time, in addition to this Committee's own hearings which were fo- 
cusing on Mr. Foster's office, that were going on almost contem- 
poraneously. 

Senator Bond. I think that information would be very helpful if 
we could have a time line of what was happening in their period. 

Mr. Chairman, that is very helpful. I think that outlines some 
productive lines of inquiry for the Committee. 

I thank you. 

The Chairman. Senator Mack. 

OPENING COMMENTS OF SENATOR CONNIE MACK 

Senator Mack. I would be curious if we have heard back from 
the Independent Counsel with respect to my request to have access 
to the FBI analysis? 

Mr. Chertoff. We sent a letter out last week under the signa- 
tures of both the Majority and the Minority, and we have not got- 
ten a formal response. 

Senator Mack. I understand that there may be some raising ob- 
jections as to why we should not have that. If the actual FBI report 
is subject to some sort of restriction, are there other avenues avail- 
able to us to clear up these questions? 

Mr. Chertoff. Senator, we have several things we could do. We 
could either get the report, or a witness who would summarize the 
report for us, or we could seek to get the underlying documents and 
comparison prints that were used, and then ask the FBI to perform 
a new analysis for us. 

Senator Mack. I guess the point is that some people are saying 
this is restricted information because of Grand Jury rules? 

Mr. Chertoff. I do not think it is Grand Jury or Independent 
Counsel. We are sensitive to the fact that they may be doing inves- 
tigation based on the fingerprint analysis which involves calling 
people in, and this is my surmise now, but based on my experience 
I would assume that there would be a period of time where they 
would not want to publicly disclose whose prints are on and whose 
prints are off because they do not want witnesses to know whether 
they are home free or not. 

You might call someone in, and you might benefit from the un- 
certainty in that person's mind about whether their fingerprints 
are there, and that might stimulate them to say something that, 
if they know that their fingerprints did not appear, they would not 
have said. 

You should understand, Senator, that the existence of a print on 
a piece of paper clearly shows that someone handled the paper. The 
absence of a print does not show the contrary. I could handle this 
piece of paper all day and it may not show a fingerprint. But there 
is some value to the Independent Counsel for at least some period 
of time to keep this closed. What we have tried to impress on the 
Independent Counsel is our time limit and our desire and the very 
important need of the Committee to get this information. 

Senator Mack. It seems to me that it is important to get the in- 
formation. We do have witnesses that have told us they had noth- 
ing to do with these records. It would be helpful to them, I suspect, 
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if we would have the ability to analyze or have someone analyze 
the billing records for us and say, in essence, those people who said 
that they had not been involved with these records, had not 
touched these records, it would be helpful to them if that informa- 
tion were to be known. Second, it could be helpful to the Committee 
that there may be people who said to us they had no contact with 
the billing records. And if their fingerprints show up on those 
records, I think that is helpful. 

Mr. CHERTOFF. That is correct. 

Senator Mack. And I assume we are going to pursue this? 

The Chairman. Well, I will ask that a copy of the letter be made 
a part of the record. This came from both the Majority and the Mi- 
nority to the Special Counsel, for the information as it relates to 
what prints, if any, were found on these records. 

I will ask both Counsel to pursue that matter, as it relates to 
when we will get an answer. It doesn’t seem to me that it should 
take them an inordinate period of time. It may be that it will need 
the attention of both the Ranking Member and the Chairman to 
call personally, if need be, to get a determination as to when we 
are going to get that answer. 

Mr. Ben-Veniste. One of the problems is to try to square provid- 
ing this report with their refusal to provide information earlier. As 
the Chairman will recall, Independent Counsel refused to provide 
information relating to the handwriting, or to the fingerprints anal- 
ysis that was done on Vincent Foster’s note. They refused to pro- 
vide, despite our repeated requests, copies of Interview Reports of 
Officer Henry O’Neal, a request which, as the Chairman knows, we 
have once again reiterated to Independent Counsel. 

Senator Mack. Mr. Chairman. 

The Chairman. Yes, Senator Mack. 

Senator Mack. I suppose it would be possible that the Independ- 
ent Counsel could decide that the report done by the FBI is not 
available to us. Would we not have a claim on the billing records 
themselves, and that they turn over the billing records to us, so we 
could then ask the FBI to make an analysis for the Committee? 

The Chairman. Absolutely. I believe that is what Mr. Chertoff 
made mention of. I am going to ask Counsel to further explain that 
sooner rather than later. We need access to that information to get 
the facts. We should do it before we run into the time limitations. 

I would hope that we would be able to define that and get an an- 
swer. If they do not want to turn over the report to us, certainly 
we are entitled to an independent inspection of the documents, and 
have our own experts then review them so that this way we do not 
violate any confidentiality. 

Indeed, I think that they are skating on thin ice by denying this 
information to us, but I am going to ask Counsels, both Mr. 
Chertoff and Mr. Ben-Veniste, to work on this matter to see if we 
cannot ascertain it. 

Senator Sarbanes. 

Senator Sarbanes. Yes, I will yield to Counsel. 

The Chairman. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Now with respect to Senator Bond’s observa- 
tion regarding the billing records, I think he said: We have the 
haystack, the needles are what was recently produced. I would call 
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the Chairman’s attention to the report dated February 25, 1996, of 
Pillsbury Madison & Sutro working for the RTC, which, in fact, did 
an exhaustive analysis of the newly found billing records and came 
to this conclusion: 

The billing records found at the White House and other newly acquired evidence 
add considerably to the sum of knowledge with respect to this matter. Taken as a 
whole, however, the new evidence does not change the conclusions stated in the 
Rose report. 

The new evidence weakens, to some extent, the conclusion that Seth Ward was 
a strawman or nominee, and that the acquisition therefore was wrongful, although 
those remain propositions that one could reasonably advocate. 

The new evidence has very little effect on the analysis of what the Rose Law Firm 
knew and did before the acquisition of the IDC property close. 

The new evidence shows that after the acquisition closed, lawyers for the Rose 
Law Firm, and in particular Mrs. Clinton, had more contact with Seth Ward in per- 
forming more services for Madison than previously was known, but there remains 
no substantial evidence that these lawyers knew or intended to aid and abet 
McDougal’s apparent misconduct. 

Now the hypothesis that you have spun through your observa- 
tions before this Committee today, Mr. Chertoff, excludes the no- 
tion that these records were transported to the White House from 
Little Rock and then mislaid somewhere during that period of time 
until they were reportedly first discovered by Ms. Huber. Is that 
correst? 

Mr. CHERTOFF. It doesn’t because the whole question of mislay- 
ing them, the question then arises where were they mislaid and 
how were they found? I mean, we all know from our own life, you 
mislay things in your house, but if you find something in your 
house, even after you have mislaid it, someone still put it in your 
house and you are still the person who found it. 

Mr. Ben-Veniste. So the question is: Who transported them to 
Washington? That is an open question. But the hypothesis that you 
have explored today, then, would include the possibility, would it 
not, that following their transportation to the White House they 
were mislaid until Ms. Huber discovered them? 

Mr. Chertoff. No. They were not mislaid at the point that Ms. 
Huber discovered them because, as her testimony ran, they were, 
in fact, open on the table in a place that a limited number of people 
go back and forth, and that they had not been there before. So we 
know this much, at least, as a matter of common sense 

Mr. Ben-Veniste. Well, could I interrupt just for a second? 

Mr. Chertoff. No. Actually, if you will let me finish, Mr. Ben- 
Veniste — 

Mr. Ben-Veniste. They were not open, were they, according to 
Ms. Huber’s testimony? 

Mr. Chertoff. I actually believe they were. And when I say 
“open” 

Mr. Ben-Veniste. They were folded over so that they 

Mr. Chertoff. When I say “open,” I mean, open to view, not 
within something, not contained within something. 

Mr. Ben-Veniste. They were folded over so that the front page 
was not readable. 

Mr. Chertoff. Let me — to complete — according 

Mr. Ben-Veniste. According to her testimony, isn’t that so? 

Mr. Chertoff. According to her testimony, having been in the 
room on previous occasions, they were not on the table. And then 
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on this occasion, they were in the open, not contained in anything, 
and she picked them up and removed them. 

Mr. Ben-Veniste. Could you show us how they were, according 
to Ms. Huber’s testimony? How they were found on the table, and 
what shape, folded over or open?. 

Mr. Chertoff. Richard, let me finish. The point is 

Mr. Ben-Veniste. Could you just answer that? 

Mr. Chertoff. Since we are not typically in the habit of engag- 
ing in interrogation 

Mr. Ben-Veniste. Well, you are sitting down there and that sort 
of gives me an opportunity to ask a question, and hopefully you 
would want me to correct you if you have misspoken. 

Mr. Chertoff. I think, Richard, let me be 100 percent clear. The 
records were folded over 

Mr. Ben-Veniste. Thank you. 

Mr. Chertoff. And they were in the open on the table in a place 
where they had not been observed previously. 

Mr. Ben-Veniste. No, at the time 

Mr. Chertoff. Wait, wait. 

Mr. Ben-Veniste. You’ve answered my question. 

Mr. Chertoff. Well, but I 

Mr. Ben-Veniste. I have a limited amount of time, Mr. Chertoff*. 
Let me ask you this. At the time that Ms. Huber reportedly discov- 
ered the records in the open, that was a time when there was con- 
struction going on in that area of the White House. Right? 

Mr. CHERTOFF. There was construction going on in the residence. 
I don’t believe it was actually in the Book Room. But I think that 
is why — let me say this for the benefit of the Committee — we ex- 
plored the question of construction, but it still begs the question be- 
cause no 

Mr. Ben-Veniste. No, no. I am not asking you to argue with me. 
I am just asking to lay out these facts. Now, you do not recall, ap- 
parently, that there was construction in that area of the White 
House, but the log which we have received, the log of 

Mr. Chertoff. Yes. 

Mr. Ben-Veniste. — construction shows that on Wednesday, July 
26, room 3 19 A was indeed the area of construction. So let me help 
you with that. 

Mr. Chertoff. Yes, there was construction out there. My point, 
Mr. Ben-Veniste 

Mr. Ben-Veniste. That was my only question. I’m not asking to 
make an argument at this point, because I have very limited time. 

Mr. Chertoff. Well, look, I would like to be able to give 

Mr. Ben-Veniste. Mr. Chertoff* 

The Chairman. No, no. Wait a minute. We are going to give Mr. 
Chertoff, like every other witness, an opportunity to answer the 
question. 

[Laughter.] 

Then if you are not satisfied with it, and if you want additional 
time, I will give you additional time. 

Mr. Ben-Veniste. OK. 

The Chairman. Now, Mr. Chertoff, go ahead. 

Mr. Chertoff. I think the point is 
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Senator Sarbanes. Mr. Chairman, we missed the opportunity at 
the outset, though, to get our photo opportunity with Mr. Chertoff 
because he didn’t get sworn in. I am not suggesting that he should 
j be, but I just want to make that observation. We had a wonderful 
chance here with this show to get a good photo opportunity right 
at the beginning, and we missed it. 

The Chairman. That demonstrates that we were not interested 
in publicity, but rather trying the facts. 

[Laughter.] 

Now, I can assure you 

Senator BOXER. Just look at the part. 

[Laughter.] 

The Chairman. I can assure you that I know how to generate 
publicity. 

[Laughter.] 

, e Senator Simon. 

OPENING COMMENT OF SENATOR PAUL SIMON 

Senator Simon. We agree with that. 

Senator Boxer. Unanimous agreement. 

The Chairman. Unanimous agreement. But if we want to get 
through with this session, let’s move along. 

Mr. CHERTOFF. I simply wanted to say, Richard, that one of the 
reasons that we went through the exercise of examining the con- 
n ’ struction workers was to eliminate this notion that a construction 
worker put this there. The fact of the matter is, it simply defies be- 
lief and common sense that a construction worker somehow took 
^ the records from outside the White House and brought them in. 

!X * We still are confronted 

)e * Mr. Ben-Veniste. I did not ask that question. 

Mr. Chertoff. Please let me finish 

Mr. Ben-Veniste. You have answered the question about wheth- 
f er there was construction. 

ite Mr. Chertoff. We are still confronted with the question 

Mr. Ben-Veniste, Mr. Chertoff, if I asked you what time it is 
you are going to tell me how to build a watch here. I’m only asking 
ily whether there was construction. 

elp The Chairman. We note for the record there was construction. 

Mr. Ben-Veniste. The notion that when there is construction 
nt, and when things are moved around, the possibility exists in my 
mind that new boxes could be opened. And if there were boxes 
to there — and I’m not saying there were or there weren’t — but that 
ne, when there is construction and there is movement of materials, the 
possibility exists that new materials might be found. 

Now let me 

Mr, Mr. Chertoff. I think, Richard, as you know 

^ Mr. Ben-Veniste. I haven’t asked the question. 

Mr. CHERTOFF. Well, since I am here not as 

Mr. Ben-Veniste. Mr. Chairman, may I ask my question? 

>na ) The Chairman. Well, let me say this to you. You may make your 
observations or ask your questions. The logic of your observations 
and your questions will stand or fall on their own. Other people 
will decide about that. 

Mr. Ben-Veniste. I agree with that. 
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The Chairman. Let's move it now and let's stop the intramural 
scrimmaging. 

Mr. Ben-Veniste. Now the question exists here about how this 
chart was prepared and on what basis names were crossed out. You 
are aware, are you not, that Mrs. Clinton has made statements in 
various fora about these billing records? For example, on CBS be- 
fore Mr. Smith and Ms. Zahn, January 19, 1996, the transcript 
shows that she was asked: 

Ms. Zahn. How on earth did those subpoenaed records end up there? 

Mrs. Clinton. I don’t know, and I wish they’d come out in August. 

Ms. Zahn. Did you put those records there? 

Mrs. Clinton. Of course not. 

She was asked by Maria Schriver of NBC on January 16, 1996: 

Ms. Schriver. Regarding these billing records that came about that had been 
subpoenaed 2 years ago, people say, gosh, how could a woman as smart and politi- 
cally savvy as Hillary Clinton not know where these records were these past 2 
years? Why didn’t she make that a priority to find them, particularly when they 
were found at her own home in an assistant’s desk? 

Mrs. Clinton. Well, I think I would love to know where they’ve been, too, because 
they prove what I’ve been saying all these years. I would have loved to have had 
them come out earlier. 

I will not read all the public statements Mrs. Clinton has made. 
Obviously, she has testified in the Grand Jury on this subject. It 
was a very highly publicized event. Following her departure from 
the Grand Jury, she was quoted by the Associated Press on Janu- 
ary 27, 1996, as having said: “I do not know how the billing records 
came to be found where they were found.'' Now, Mrs. Clinton 

Mr. Chertoff. Let me, if I may interject 

Mr. Ben-Veniste. Hang on for a second. 

The Chairman. Oh, come on. Let 

Senator SARBANES. Let him finish. 

Senator Dodd.. Mr. Chairman, we had 30 minutes. 

The Chairman. You are going to have all the time you want. 

Mr. Ben-Veniste. Let's try 

The Chairman. I'm not going to cut you off, Mr. Ben-Veniste. I'm 
going to say, let us try to be civil to each other. I know it is tough. 
Let's just calm down. 

Mr. BEN-VENISTE. I hope I have been civil, Mr. Chairman. 

The Chairman. Continue. 

Mr. Ben-Veniste. The White House requested that this Commit- 
tee send an interrogatory to Mrs. Clinton. We did not send an in- 
terrogatory to Mrs. Clinton. We have all of these public statements, 
interrogatories sent to 60 people, but not to Mrs. Clinton, and yet 
her name is not crossed off that list even in the face of the public 
denials, the willingness to answer interrogatories, and the refusal 
of this Committee to send such an interrogatory. 

I suggest that, under those circumstances, it is not fair not to 
cross Mrs. Clinton's name off in the same way you have crossed off 
the names of others who have denied knowing how those records 
came to be where they were. 

I see my time has elapsed, Mr. Chairman. 

The Chairman. Fine. 

Senator Bennett, do you have any questions? 
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OPENING COMMENTS OF SENATOR ROBERT F. BENNETT 

Senator Bennett. Thank you, Mr. Chairman. 

I have some observations which Mr. Chertoff may wish to com- 
ment on. 

As he said in his opening statement, I pursued the issue of the 
billing records rather persistently with Mr. Hubbell. And I remem- 
ber, although I do not have the transcript in front of me, Mr. Hub- 
bell saying he wished he could explain to me how the billing 
records of the Rose Law Firm if they were available would make 
it clear to me that Mrs. Clinton had nothing really to do with this 
account. 

I remember saying, very clearly, Mr. Hubbell, I have never made 
out a billing record, but I have paid a lot of legal bills in my life- 
time and think I understand how to read a legal bill. This legal bill 
makes it clear to me that Mrs. Clinton was the lead attorney on 
this issue. 

Now, Mr. Hubbell said he was sorry he could not dissuade me 
from that view because he did not have the records available to 
him. The records are now available and they make it clear to this 
layman that Mrs. Clinton was the lead attorney on this issue. 

I find it difficult to sit here and listen to people say that these 
records prove that her statement that she had nothing to do with 
this has been accurate all along; that they have proved what I have 
been saying all these years. 

I do not agree. Having seen these records, I think they prove the 
opposite. If I had wanted to sustain the Clinton position on this 
issue, I would have wanted to keep these records hidden. 

I am satisfied that someone with that same motive did that. I am 
not in a position to say who. I am not in a position to say where; 
or in a position to say when; but I think the work that Mr. Chertoff 
has laid out before us here is appropriate, and I think it is a log- 
ical, proper, act on the part of the Majority Counsel and I hope we 
will stop trying to confuse some of the issue in an effort to obfus- 
cate what has been done here. 

Somebody somewhere took a deliberate step, in my opinion, to 
prevent these from coming forward; and, through some kind of hap- 
penstance, the nature of which I do not know, they did come for- 
ward and they are indeed an unsolved question which this Commit- 
tee needs to pursue. 

Thank you. 

The Chairman. Thank you, Senator. 

Senator Sarbanes. 

Senator Sarbanes. Mr. Chairman, I am prompted to observe 
that obviously when we write our final reports they are going to 
be very differing interpretations. I do not regard 63 hours of billing 
over a 15-month period as being a “substantial” amount of work. 

Senator Bennett. I do not, either, Senator Sarbanes. But I do 
regard 52 percent of the billing of a particular client to mean that 
the lawyer who is handling the affairs of that client was the lead 
lawyer on that case. The fact that that lawyer had other cases and 
spent time on other cases is to me irrelevant. But as you say, we 
can debate this during the final report. 

Senator Sarbanes. Is not 52 percent of the hours. I do not think 
it is 52 percent of the total billings, either. The partners being 
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billed at the highest rate, but 63 hours of work over a 15-month 
period I do not regard as a substantial amount of work. I think tes- 
timony that says, well, you know, I did a little bit of work on that 
thing is consistent with that record of performance. 

Now someone can take a differing view and try to argue that 63 
hours in 15 months is a “very substantial amount of billing,” but 
I do not think most lawyers involved with billings would agree with 
that, frankly. 

Senator Bennett. I think most clients involved with paying the 
bill would agree with it. 

Senator Sarbanes. Well, I guess any amount of billing to a client 
is “significant.” But from the lawyer's point of view, which is the 
testimony that is being assaulted, the suggestion that it was not 
a great amount of work, it does not seem to me that billing records 
showing 63 hours over a 15-month period contradicts that position. 

Senator Bennett. Well, as you say, we can deal with this in the 
report. Again, I think you are trying to change the universe when 
you go to her entire 15-month practice as opposed to the amount 
of time that was billed to this particular client. 

The client looks at how much of his billing came as a result of 
one lawyer's fees. If the billing is $100 and one lawyer bills $95, 
it is easy to say, well, $95 out of a $100,000 practice is de minimis, 
but for the lawyer who is paying the $100 bill and $95 of it goes 
to the single lawyer for that client, $95 is 95 percent of the bill. 
That is the view that I have taken. 

I think these records make it very clear that on this issue, on 
this client, on these questions, she was clearly the lead lawyer. 

Senator Sarbanes. But the assault on Mrs. Clinton, in all fair- 
ness to her, is that when she said she did not do “a lot of work,” 
she was not stating the situation. So you have to look at it from 
her point of view in terms of the total amount of work she did and 
how much of her total work was related to this particular bill. I 
come back to the point that I made that 63 hours over a 15-month 
period is not a significant amount of billing from the lawyer's per- 
spective. 

Now from the client's perspective, I don't know. I mean, it would 
depend on how much work had been done. It could be all of the 
work that was done for the client. It was not, in this case, inciden- 
tally, nowhere near that. But even if that were the case, that does 
not change it from the perspective of the lawyer who was doing the 
billing. 

That is the statement, or the assertion, that has been challenged 
and I think that is not fair to Mrs. Clinton, frankly, to try to take 
her view that this was not a big client for her, or a big part of her 
billing, and then try to take 63 hours over 15 months and turn it 
into a big part of her practice. I do not think that will meet the 
best of fairness or any reasonable scrutiny of the matter. 

Senator Bennett. Well, again, I do not want to pursue it. My 
memory of her statement was that she had very little to do with 
the issue, that Mr. Massey was the primary mover in bringing the 
client and the primary person dealing with the client, and all she 
did was review his work. 

I pursued this with Mr. Hubbell who said the same kind of thing 
about this particular account and then decried the fact that he did 
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not have the billing records in order to convince me that she was 
not the lead lawyer. 

Now the billing records have come forth and they have convinced 
me that she was the lead lawyer. Therefore the statement that she 
made in what has come to be known as the “Pink Press Con- 
ference,” was, in my view as a layman, misleading. In your view 
as a lawyer, it was an appropriate statement. Perhaps, we should 
leave it at that/ 

Senator Sarbanes. Yes. I think the billing records back it up, be- 
cause you find that others did much more work in terms of the 
number of hours and it seems to me we need to put all of this in 
perspective. 

The Chairman. Senator Dodd. 

OPENING COMMENTS OF SENATOR CHRISTOPHER J. DODD 

Senator Dodd. Well, I just want to make the point, that we are 
speculating back and forth. We do not have to speculate. The Pills- 
bury law firm did an extensive $4 million investigation over 2 
years, far more than anyone of us have done individually here, and 
just read their conclusions on page 26 of their report. And I am 
quoting them now: 

The suggestion that the Madison Guaranty business was economically significant 
to the Clintons, or for that matter the Rose Law Firm, finds no support. 

I mean, we are going back and forth among ourselves. Here is 
an independent investigation done at great expense to the Amer- 
ican taxpayer over a 2-year period, and they do not have a particu- 
lar political axe to grind here. That is their conclusion. 

It is not a question of whether or not one of us remembers cer- 
tain testimony or not. There is a significant, independent investiga- 
tion of the very essence of the question. In fact, I would hope, I 
mean, we go back and forth, just unsolved questions. Why don't we 
cross out Mrs. Clinton's name? She has also said that she did not 
place the records there, and yet, that does not happen here. I 
mean, that is quite obvious. We have got a chart up here and we 
cross out names. 

Well, we have had the testimony of Mrs. Clinton in front of albeit 
news agencies that have asked the questions, but she has answered 
them, and she said no. And yet we still put up a poster board here 
of unsolved questions. I mean, that is not, what are we trying to 
do here in a sense, with all due respect, I say. 

The central question is we do have the documents. They showed 
up. In fact the Independent Counsel received them while his inves- 
tigation is ongoing. The Special Senate Committee received the 
records in time for our hearings. There was even an extension of 
the statute of limitations last winter in order to give the Pillsbury 
study an opportunity to go back and, in light of these things turn- 
ing up, to review the matter, and then to comment further. They 
said: “No, we do not change our results.” You know, we are glad 
to have the record, but they do not change our findings. I mean, 
that is not insignificant to me as a member of this panel. 

So, you know, whose fingerprints are on them and so forth, I ap- 
preciate the titillating attraction to that particular question, but 
the fact of the matter is the records corroborate all the other evi- 
dence we had that says that this is not that big a deal at all. That 
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is the conclusion of the independent study that was done that was 
asked for and paid for in order to look at these issues. Here we 
have confirmation of evidence we had earlier. Independent Counsel 
gets them, our Committee gets them, plenty of chance to look at 
them. No, nothing tampered, nothing changed here at all. 

In fact the First Lady has indicated, when she has been asked 
a very direct question, not by this Committee, not by Counsel, but 
a direct question: “Did you place them there?” She said, “No.” But 
yet we do not cross out her name here. 

And so we have this sort of a TV drama here about fingerprints 
on things, rather than the important questions to us, what is in 
these documents and what is there. Have they been tampered with, 
have they been monkeyed with? 

Do we have an opportunity to then review our findings as a re- 
sult of these being turned over? Why don’t we talk about that? 
That is an important issue, it seems to me, for this Committee. We 
are not trying to pretend we are Sherlock Holmes up here, you 
know, looking for little fingerprints and so forth around there. 

I do not have any particular axe to grind. I have drawn the con- 
clusion that there is no significant economic advantage to the Clin- 
tons or the Rose Law Firm. That is also the conclusion of the Pills- 
bury study. 

Senator Bennett. Mr. Chairman, I did not ever anticipate that 
there was a significant economic benefit to the Rose Law Firm. 

If I may read the statement Mrs. Clinton made which I, on my 
own basis, feel that the records contradict. She said, and I quote: 

While I was the billing partner on this matter, the great bulk of the work was 
done by Mr. Richard Massey who was then an associate at Rose and whose specialty 
was securities law. I was not involved in the day-to-day work on the project. 

Some lawyers working in firms may say that is a correct state- 
ment. I did not feel that the bills that were submitted and paid re- 
flected that; and having reviewed the records, I do not believe that 
the records reflect that. 

I have an understanding of what being involved in day-to-day 
work on the project is. Apparently, some of the lawyers in the room 
have a different definition of what day-to-day work on the project 
is. As far as I am concerned, day-to-day work, as a client, is what 
I pay for. When I get billed for day-to-day work, I assume that the 
lawyer who billed me for day-to-day work did it. The bill was in 
Mrs. Clinton’s name and the bill made it very clear that Mrs. Clin- 
ton was involved, from my perspective, in the day-to-day work on 
the project. And I think that is something that we have learned as 
a result of having these records, which contradicts Mr. Hubbell’s 
testimony when I was questioning him. 

Senator Sarbanes. Well, I think it is clear, at least the billing 
practices that I understand in law firms, and from my own legal 
practice, is that the billing partner submits the bill but much of the 
work is done by associates or other partners, and that does not es- 
tablish the fact that that work has been done by the partner who 
submits the bill. I mean, that is just a standard practice in a law 
firm. And that was clearly the practice, in fact, what does that 
show about that? 

Mr. Ben-Veniste. Here. This shows and I think this is a refine- 
ment of the point you were making, Senator, because what Mrs. 


2795 


Clinton was talking about in the quote that you alluded to was the 
work that was done on the regulatory matters for Madison Guar- 
anty Savings & Loan. And in that respect, the records show that 
she spent a grand total of 13.6 hours, not 60 hours, 13.6 hours, and 
that Mr. Massey spent 26 hours, double the amount that she spent 
on it, and that there were other individuals who brought the total 
up to 55 hours in total on that matter. 

So in all fairness, when you look at the question that she was 
responding to, which was the work on the regulatory issues, the 
amount of time that she spent, 13 hours, would seem to be quite 
minimal, and certainly was only half of the time, according to these 
records, that Mr. Massey spent on the issue. 

Senator Bennett. Mr. Chairman, the light has just gone on and 
there is probably no point in pursuing this. I am sure no one is 
suggesting, when they talk about her as the billing partner, that 
she is billing at her rate for work somebody else did. I am sure 
they are recognizing that when they bill at her rate, they are bill- 
ing for work that she did. And so it becomes a matter of what con- 
stitutes day to day, what constitutes major involvement, those 
kinds of judgments. 

I appreciate the exchange. And I am convinced that Mrs. Clinton 
had more to do with this than she led us to believe. 

Senator Dodd. Mr. Chairman, could I make just an additional 
observation and I appreciate the opportunity. Just two things. 

Again, this chart is up here. We have called this Mrs. Clinton’s 
billing records. They are the Rose Law Firm’s billing records, that 
is number one. 

Number two, I should have pointed out that on January 27th, 
Mrs. Clinton appeared for 4 hours before the Whitewater Grand 
Jury. Now, we do not have that testimony, but when asked, she 
said that she did not know how the billing records came to be 
found where they were found. 

Now the basis upon which we cross people’s names off here is 
that they have denied that they were there. She has also denied 
that, and I think in fairness to her, we ought to cross her name 
off on this chart. She has denied it. And in leaving it out there I 
think indicates a bias that we should not be demonstrating at this 
point. She has said no, just as everyone else has. 

Senator Domenici. What did she say? What were the words you 
quoted? 

Senator Dodd. This is what she said: “I do not know how the 
billing records came to be found where they were found.” She has 
also, in response to two interviews on NBC and CBS, asked di- 
rectly: “Did you place them there?” She said, “No.” 

Now, you know, we have accepted the statements from other peo- 
ple and taken their names off here. I mean, they are not even her 
billing records, they are the law firm’s billing records. This Com- 
mittee has got to try and maintain some veneer of objectivity here. 
When we throw a chart up calling them her records, despite the 
fact that she has denied putting them there, we keep her name up, 
and call it an unsolved question. You can appreciate why we get 
concerned about that. 

The Chairman. Senator Domenici. 
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OPENING COMMENTS OF SENATOR PETE V. DOMENICI 

Senator Domenici. Mr. Chairman, First I was going to inquire of 
you, as far as the hearing today, how much longer did you expect 
us to proceed? 

The Chairman. It would be my hope we would have been done 
20 minutes ago for the day. 

Ms. Rivers. Mr. Chairman, I am going to need about 5 minutes 
because I have yet to make any comment. 

The Chairman. Fine. 

Senator Domenici. 

Senator Domenici. Yes, Mr. Chairman, I think we have had a lot 
of discussion here today about the First Lady’s involvement in 
these various legal affairs of these questionable companies, but I 
do not think that is the issue. I think the issues are the issues stat- 
ed on this chart. You might very well change the title of it. Fine, 
put it up there. But the truth of the matter is, somehow or another, 
the mystery of all this has been created by someone. I mean, who 
removed the records is a very interesting question, and we cannot 
even get an answer to that after all these months of hearings. Who 
handled the records? Who transported them? 

Maybe all of those are unanswerable because Vince Foster did all 
of those. That is possible, and he is dead. 

But the reason I would not strike the First Lady’s name from 
who stored the records and who placed them is because it defies 
common sense that these records are open in a room she has access 
to all the time. She does not know how they got there, she does 
not know who brought them there, it is kind of like she does not 
know anything about that. They sort of showed up. I mean, that 
is not credible, that is just not credible. 

My second point is the reason the records are important, one can 
now go through them and argue, between the two Senators, about 
what is a major involvement and a minor involvement, but the rea- 
son it is important these records were a long time in being found, 
is because they were the best evidence upon which to build recollec- 
tion of the evidence described there. 

If you are testifying 8 years later, and you could be shown those, 
you might have a more authentic and accurate recollection than 
what various people stated because, well, we do not have the 
records, we do not know what they say. 

That is why it is important, if somebody was hiding the records 
during this period of time that is in someway related to Mrs. Clin- 
ton or the President, it is important to know. 

The question still has to be answered, whether or not you are 
right on a minimal play by her minimal lawyering on one of these 
issues, we have the responsibility to get these answers. 

Senator Dodd. All right, but the point is, we want to know as 
a Committee. Putting it all aside, the issue was we do not have the 
records. We got them and we are satisfied these are the records, 
satisfied they have not been tampered with. 

Is there anything in these records that contradicts anything else? 
That is what the Pillsbury committee wondered and that is why 
they extended the statute. So, you know, whose fingerprints and so 
forth, I can understand the intrigue about that. The issue for us 
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is, is there anything in these billing records that contradict any 
conclusions that have been drawn. And the answer is no. 

Now, we can debate, between those who are lawyers and those 
who are not, as to what constitutes a billing partner and so forth. 
But my colleague, as a lawyer, understands that particular point. 

Senator Domenici. Senator, everybody watching this knows I 
have not had an opportunity to be involved in these hearings. I 
came as one of the latest Senators added to it because of somebody 
leaving. I have not gone back and looked at the early information. 

Senator Dodd. I understand that. 

Senator Domenici. Let me tell you. To me, it is very, very sim- 
ple. Whether these records, belatedly found, contain information 
that is very damaging or minimally damaging or not damaging is 
not the point. The point is, if somebody purposely hid them while 
they were supposed to produce them, something is wrong. 

Senator Dodd. But you have got to have a motive, Peter. There 
is nothing in the records that contradicts what we have got. What 
is the point of hiding them? 

Senator DOMENICI. Look, after the fact, it may be neat to say, 
man, I should have gone ahead and complied with the law. I should 
have turned them in because it turns out they are not incriminat- 
ing. I never heard of that as a defense for violating a subpoena. 

Well, 3 years later, you found them, you looked at them, they did 
not mean much. I just hid them from you. 

That was just the way I was going to do things, whoever did 
that. I am not saying Mrs. Clinton did that. But I am saying you 
could not drop her name off of that one on storing the records 
there, when she is in there all the time and the records are there. 

Senator Dodd. But she said no. 

Senator Domenici. Look, we did not strike people off only be- 
cause they said no. 

Senator Dodd. Yes, we did. Yes, we did. 

Senator DOMENICI. We struck them because there was no other 
evidence. 

Senator Dodd. Ask Counsel, he will tell you that. 

Senator Domenici. But there was no other evidence. She is phys- 
ically present in the room where they are. Ms. Carolyn Huber was 
around. She said no. Take her name off. 

Mr. Chertoff. Mr. Chairman, if it helps, the people that we re- 
moved were based on their sworn testimony or their responses to 
sworn interrogatories. We did not remove people based on press ac- 
counts, nor would I, in any case necessarily accept that the press' 
way of putting a question, with all due respect to the press, nec- 
essarily nails it down. 

Senator Dodd. Why didn't you send her an interrogatory? 

Mr. Chertoff. I think, Mr. Chairman, it is not my decision. 

Senator Dodd. There was an offer to do so. So why didn't you 
send it? 

The Chairman. Let me say that I believe that Senator Domenici 
and Senator Bennett have accurately put forth that which compels 
people to say let us examine these records to see if we can ascer- 
tain who was handling them. 

I understand it is impossible to get a timeframe from the tech- 
nical aspects as to when, but certainly that is something that both 
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the Majority and the Minority have joined in together, not to be tit- 
illating, but it is to get as much in the way of facts that we can. 

It is important to note that about the time that these records 
were found by Ms. Huber, and I do not think anyone has on this 
Committee, on either side, any reason to disbelieve her testimony, 
that there was a certain report being undertaken by the IG’s office 
in the RTC. 

I am wondering, Mr. Chertoff, if you would comment with respect 
to what was the significance of that report and what they were 
looking at, and why it might have a direct bearing on why someone 
would be looking at billing records of the Rose Law Firm, and 
being interested in it at or about the time Ms. Huber indicated she 
found these files. 

Mr. CHERTOFF. Mr. Chairman, the report was directly focused on 
the work that the Rose Law Firm had done for McDougal Savings 
& Loan, Madison Guaranty Savings & Loan. 

The question was whether the Rose Law Firm had been in a con- 
flict of interest when it represented the RTC in a lawsuit against 
Madison’s former accountants when, in fact, they had done work 
for Madison. And the conclusion of the Inspector General’s report 
for the RTC was that there were conflicts. 

One of the most obvious places you would want to look, if you 
were trying to assess or evaluate this Inspector General’s report, 
would be to look at the actual record of the work that was done. 
What is significant about the billing records, as opposed to the 
bills, is that they are not merely dollar figures, but that they are 
actually hourly descriptions of the actual work that is being done 
by the individual lawyers involved. 

One of the best pieces of evidence to look at, if you are trying 
to look at a report on the work that had been done by the Rose 
Law Firm, is to look at the underlying billing records. And that is 
why I think it would be significant in the context of anyone who 
was reviewing that report to go back to the original source mate- 
rial, the original underlying evidence and compare it. 

Finally let me observe, Mr. Chairman, that this issue of the Rose 
Law Firm and the conflict of interest question raised by the RTC, 
had been discussed in the White House for a couple of years. 

We know that in February 1994, shortly after the Independent 
Counsel was appointed and at the time the question of whether 
Roger Altman should recuse himself was being discussed with the 
White House, that after Mr. Altman decided to recuse himself, Mr. 
Ickes went up and met with the President and the First Lady and 
discussed specifically the question of whether there might be some 
liability or exposure based on this Rose Law Firm issue. 

So the issue had been highlighted to them as early as February 
1994, and when the report that addressed it came out in the sum- 
mer 1995, this would have been, certainly if I were in a position 
of being at that law firm, I would want to look at these records. 
They would be very helpful. 

The Chairman. Senator Boxer. 

OPENING COMMENTS OF SENATOR BARBARA BOXER 

Senator Boxer. Thank you very much, Mr. Chairman. 
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Mr. Chairman, I am going to express my opinion. I know you are 
not going to agree with it, and that is 

The Chairman. How do you know I will not agree with it? 

Senator Boxer. Because I am going to repeat something that 
was said, but do it in my own way. 

I find that the title of this chart is not only disturbing but it is 
unprofessional. I would direct Mr. Chertoff to a letter that he sent 
with Mr. Ben-Veniste just 6 days ago, to Mr. John Bates of the Of- 
fice of the Independent Counsel in which you asked for copies of 
these records, and you refer to them as the Rose Law Firm billing 
records. I ask that that letter be placed in the record at this time. 

The Chairman. So ordered. 

Senator Boxer. I think it just proves the point that this kind of 
a chart that gets in the papers, that gets on this expensive little 
TV monitor over here, and gets handed out, is a political document. 

These are not Mrs. Clinton’s records, these are the Rose Law 
Firm billing records. The request for the records, signed by Mr. 
Chertoff himself, does not call them Mrs. Clinton’s billing records. 

So I find the chart before us to be most unprofessional and dis- 
turbing. I have to say, Mr. Chairman, that in my home State, peo- 
ple are looking at this Committee as nothing more than an attack 
on the First Lady, and I think it is hurting this Committee. And 
I do not think it does the U.S. Senate one bit of good. 

Now, I want to ask you this question, Mr. Chertoff. Who turned 
over the documents, the Rose Law Firm billing records? 

Mr. Chertoff. These records, Senator? 

Senator Boxer. The records, yes. 

Mr. Chertoff. Carolyn Huber turned them over. 

Senator Boxer. She did. What was her title or is her title at the 
time that she turned them over? 

Mr. Chertoff. I do not know her exact title. 

Senator Boxer. Whom did she work for, Mr. Chertoff? 

Mr. Chertoff. She works in the White House. There is no doubt, 
Senator, that Ms. Huber, in January, came to the realization that 
the records were relevant. She spoke to her own lawyer, she spoke 
to the White House lawyer. 

Senator Boxer. I know that. 

Mr. Chertoff. And she spoke to Mr. Kendall. 

Senator Boxer. I understand that. 

Mr. Chertoff. They turned the documents over. 

Senator Boxer. As I understand it, Ms. Huber worked in the 
White House in a very confidential position, a very trusted em- 
ployee. I think all of us felt, when we met her here, that she was, 
in fact, a very credible person. 

And I think that underscores what Senator Dodd said. It is not 
as if someone who wanted to hurt the First Family found these 
records. In fact, the opposite is true. And in fact these records, in 
essence, show exactly what the First Lady had said. As I under- 
stand these records, in fiscal year 1985 through January 31, 1986, 
Madison work accounted for 3.7 percent of Mrs. Clinton’s billings 
at the firm. 

Now, Senator Bennett has decided that is wrong. I do not know 
on what basis. Maybe when he got bills from law firms when he 
was in business, he thought the senior partner was doing all the 
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work. Anyone who knows anything about billing knows that is not 
the truth. In fiscal year 1986 through 1987, Madison work ac- 
counted for 1.7 percent of Mrs. Clinton’s billings at the firm. The 
very documents help to evidence this. 

So my point is, when you put up a chart like that, it undermines 
this Committees credibility. And further, when you talk about 
these documents showing up and being turned over; in fact, they 
underscore what the First Lady has stated. This kind of a chart 
would be appropriate if you were trying to market and promote a 
new board game; “Unresolved Questions.” It is, to me, extraordi- 
nary for a bipartisan committee. 

My question to you, Mr. Chertoff, is this. What are you trying to 
say here today? Just put it in plain English. What is your point? 

The Chairman. Now wait just a moment. You asked Mr. Chertoff 
a question and then you continue on. You have a perfect right, as 
a Senator, and a Member of the Committee, to express yourself, 
and you go ahead and do it. And I am going to say to Mr. Chertoff, 
wait until she is done. Do not try to answer while the Senator is 
speaking. 

Go ahead, Senator. 

Senator Boxer. OK. My question is, what point are you trying 
to make here, both in your testimony and in this chart? 

Senator Dodd. I just wanted to ask if my colleague would yield. 

The Chairman. Please 

Senator Boxer. I will be glad to yield after I am 

The Chairman Let them finish 

Senator Dodd. Just the additional question, I would like to know 
who paid for this chart. Was this paid for by the Republican Policy 
Committee or paid for by this Committee, and furthermore, are 
there additional charts that have been paid for by the Republican 
Policy Committee or by this Committee? 

Mr. Chertoff. I think the answer to the second question is that 
we did this one in-house, and I can ask Mr. Dinh exactly how it 
was prepared. I asked that it be prepared. I did not physically do 
it. We prepare all our charts in-house. 

Senator Dodd. What does that mean? 

Mr. Chertoff. It means we use whatever technology we have 
available to the Committee to prepare charts. 

Senator Dodd. Paid for by the Committee? 

Mr. Chertoff. It was done by the Service Department of the 
Senate. I gather they have a department here that does charts. 

Senator Dodd. Who created the actual document? 

Mr. Chertoff. You mean who blew it up? 

Senator Dodd. Who created it, who wrote it up? 

Mr. Chertoff. We wrote it up. My staff wrote it up. They pre- 
pared it based on a summary of evidence that had been collected. 

In response to Senator Boxer’s question, my point is this. Putting 
to one side the question of whether this really contradicts or con- 
firms Mrs. Clinton’s statements, and I have to say that the facts 
are that focusing on this client which was the question that was 
put to the First Lady by the RTC, namely, her involvement with 
this client, the records do show that on the Castle Grande matter, 
she spent 52 percent of the hours on it. 

But putting that to one side 
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Senator Boxer. That was not my question. I can read what that 
Castle Grande shows. But, since you raised it, I can tell you what 
we learned about it, but my question was 

The Chairman. Senator, would you please 

Senator Boxer. He is not answering my question. 

The Chairman. Senator 

Senator Boxer. Mr. Chairman. 

The Chairman. I am going to ask that 

Senator Boxer. Mr. Chairman, is this my time or your time? 

The Chairman. Well, it is not yours to put a question to someone 
and not give him an opportunity to respond. 

Senator Boxer. He did not respond. 

The Chairman. Please let me conclude. If you find the answer 
unresponsive, then you can pursue that, but I am going to ask him 
to respond. If you are not satisfied with the response, you can cer- 
tainly pursue it. 

Mr. Chertoff. 

Mr. Chertoff. I want to put that to one side because I think in 
fairness, Senator, all the Senators in the Committee have a right 
to draw their own judgment about the significance of the records. 

The point of the chart is this. However people think the records 
cut, whether they think they are in favor of Mrs. Clinton or con- 
trary to Mrs. Clinton's point of view, the Committee had a right to 
have this evidence when it was subpoenaed as did the RTC and as 
did the Independent Counsel. I mean, one of the fundamental prop- 
ositions everybody in the country has to follow is when you get a 
subpoena or a court order, you obey it. It is not up to the recipient 
of the subpoena to say, well, they do not really need this one, or 
this is something that is helpful to me so I am going to hold it 
back, or harmful. They are obliged to comply with the law. 

I think the damage that is done if, and I underscore if, if some- 
one deliberately withheld documents that were under subpoena, I 
do not think you ever have to get to the question of whether it is 
pro or con in terms of who it helps. That is inappropriate. The 
Committee and the Senators were entitled, when they asked the 
questions about the work that was done, to have all the informa- 
tion that had been requested. 

Then let people argue about whether this is good or bad, but they 
should certainly be in possession of the facts if there is a subpoena 
that requires the facts to be produced. I think apart from anything 
else, if someone deliberately withheld them, it was wrong. 

Senator Boxer. Well, Mr. Chertoff, if I might say, you did not 
answer 

The Chairman. Who is going to ask the question? 

Senator Boxer. I would like to finish. I want to make a point. 
You would make a good Senator because you are good at filibuster- 
ing, but you never answered my question. What are you trying to 
say with this chart? Get to the point. What are you trying to say? 
Tell this Committee, what is the point of all this today? 

There is not one thing that came out here today that we did not 
already know, so I would like to know what is the point of your 
chart and what are you trying to say? Were you the one who enti- 
tled it, “Mrs. Clinton's Billing Records"? If you did, why didn't you 
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refer to it 6 days ago as Mrs. Clinton’s Billing Records, in this offi- 
cial letter? 

The Chairman. All right, now, Mr. Chertoff, if you would like to 
answer. 

Mr. Chertoff. First of all, the point is that the Committee has 
a right to get answers to these questions which go to the very heart 
of whether there has been cooperation with the Committee’s efforts 
to determine the facts. 

Senator Boxer. Have you asked Mrs. Clinton the questions then? 
You are trying to condemn a person to whom you never asked any 
questions. I do not understand that. 

Mr. Chertoff. Second, I have not condemned anyone. And if I 
can respond to the question concerning the heading, for which I 
will take responsibility, please understand, Mrs. Clinton was the 
billing partner on this matter. It is not as if she was simply some- 
one working there. 

Senator Boxer. So why didn’t you use that in your official letter? 

Mr. CHERTOFF. Because frankly, Senator, whether it was entitled 
Mrs. Clinton’s records or the Rose records in the letter was a mat- 
ter of indifference. 

Senator Boxer. What about on the chart? 

Mr. Chertoff. We all know what we are talking about, and I 
think a Rose by any other name would smell as sweet, so it does 
not much matter what I used. 

Senator Boxer. But you chose to write Mrs. Clinton’s Billing 
Records, where the media could see it and you could get it on TV, 
but on the official letter, when you are being more professional and 
not political, you refer to it as the Rose Law Firm billing records. 

I think it is unprofessional of you, I dare say. You are a very 
bright man. I think you knew exactly what you were doing, and 
since you are taking the credit or the blame for the title of that 
chart, then I think you have to, at least it seems to me, take the 
criticism from this side of the aisle that it is unprofessional and it 
smacks of, it seems to me, more of a political witch hunt when you 
do that — yet in an official letter, you call it by its official name. 

That is all the questions I have. I did not find the answers, ei- 
ther. You never said what you are trying to prove. You keep re- 
peating that we deserve answers. We deserve answers. That is not 
the question I asked. I guess you do not want to say what you are 
hinting about today. That is your choice. 

The Chairman. I would note that we are well over the time. 

Senator Boxer. Thank you, Mr. Chairman. 

The Chairman. Let me make an observation. I think that the Mi- 
nority has made their point. I think Mr. Chertoff was as responsive 
as the circumstances would permit. You cannot very well complete 
an answer when, in the middle of it, you are asked another ques- 
tion and then a third, and then a statement comes in, and then an- 
other Senator comes in and then another one. 

Second, I would say that Mr. Chertoff has been most professional 
in all of his dealings with this Committee, and with the Members 
and staff of the Committee. 

Third, I think that there are reasonable interpretations as it re- 
lates, because we understand what our concern has been and that 
has been in terms of the failure of a proper production of these doc- 
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uments, the billing records, which indicate Mrs. Clinton’s billing 
pursuant to the request as it relates to work at the Rose Law Firm. 

Reasonable interpretations can say a more accurate reflection 
would have been Rose Law Firm billing records, Mrs. Clinton’s bill- 
ing records as it relates to Rose Law Firm work. 

But the fact is, I do not believe there was any attempt to be any- 
thing more than straightforward in attempting to indicate those 
areas that we have been able to resolve and those people who have 
not been questioned with respect to these matters will be ques- 
tioned, and we still have a number of questions to pose. 

And it may, at some appropriate period of time, there may be a 
question as to just how do we address questions, if we do, to the 
First Lady, and that will be something that I would take up with 
Senator Sarbanes and the other Members of the Committee before 
we make any determination as to how to do that, and what would 
be the most appropriate manner, if at all. 

Senator Boxer. Mr. Chairman, I told you we would disagree 
when I started on the meaning of this. 

The Chairman. I do not understand why the Senator is bent on 
being contentious. I am not disagreeing. 

Senator Boxer. I am just making a point that we disagree. I 
mean, I think it is important to make that point because every- 
thing that I said, you said you disagree. You felt Mr. Chertoff is 
professional, and that he answered the question. 

The Chairman. I think the record speaks for itself and I do not 
need an analysis of my comments by the Senator from California. 

Senator Boxer. You analyzed mine, sir, so I was analyzing 
yours. 

The Chairman. No, I have not. I have not in any way attempted 
to place any kind of interpretation on your observations. They 
stand for themselves. People will judge the merits of them, the sin- 
cerity of them, the accuracy of them, and the context of them as 
it relates to how you deliver them and what you say. I have not 
attempted to characterize any of your statements, nor will I. 

The Chairman. Senator Murkowski. 

OPENING COMMENTS OF SENATOR FRANK H. MURKOWSKI 

Senator Murkowski. Thank you very much, Mr. Chairman, I 
have three brief questions. 

Mr. Chertoff, perhaps this is a little bit repetitious, but you are 
aware that Mrs. Clinton stated that she did not recall reviewing 
the billing records during the 1992 campaign. Can you expand a 
little bit on that? 

Mr. Chertoff. I have seen statements reported in the press 
through her lawyer indicating initially that she did not recall re- 
viewing them, but then also indicating there was a possibility she 
had reviewed them. And I have to say, I have not looked recently 
at the accounts to know precisely what she said, what the lawyer 
said she said. 

Senator Murkowski. In your gathering of material, depositions 
or whatever, you cannot enlighten us any further on that? 

Mr. Chertoff. I think the only people we determined during the 
campaign had seen the records were Mr. Hubbell and Mr. Foster, 
and then we knew Ms. Thomases had been told of the content of 
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the record by Mr. Hubbell. We did not get any evidence that this 
was discussed with Mrs. Clinton in 1992. 

Senator Murkowski. Investigators have been working on this 
and we have subpoenaed extensive documents, but there was a 
time lag, a substantial time lag, in bringing some of those docu- 
ments before this Committee. 

Can you highlight and perhaps identify the most egregious case 
where the Committee made the request and then received expla- 
nations from the White House relative to submitting that material, 
and then time delays. What was motivating the White House into 
not cooperating, since they knew they had the material and they 
seemingly decided to make it available to the Committee only after 
making us wait for it. 

Senator SARBANES. Which material is the Senator referring to? 

Senator Murkowski . I am referring to specific material included 
were some of the documentations on the Rose Law Firm specifically 
that we had asked for, and they were delayed and delayed. 

For example, Mr. Chairman, what is the oldest subpoena for the 
billing records, and how many subpoenas for the billing records 
were there? Do you recall? Didn’t that take an awful long time? 

Mr. Chertoff. We did not, this Committee did not actually de- 
cide to issue subpoenas until last fall in October. For a long period 
of time, the Committee operated based on requests, I guess you 
would say on the honor system, and then ultimately the Committee 
went to the 

Senator Murkowski. OK, so we asked for them without the sub- 
poenas, then we did not get the cooperation, and then we proceeded 
with the subpoenas? 

Mr. Chertoff. That is correct. 

We did learn from Mr. Kendall and Ms. Sherburne that there 
had been subpoenas from the Independent Counsel and the regu- 
lators back in 1994 that would pertain to these documents. 

With respect to your earlier question, we have had the experi- 
ence, we certainly had the experience in January and February, of 
a number of documents turning up relating to Whitewater that ap- 
parently emerged only when someone was moving offices. There 
were a number of instances of self-described inadvertent failures to 
turn over documents. 

We have been in the position frequently of questioning people 
only to find out afterward that there were more pertinent docu- 
ments, and then we have to decide whether to bring them back. We 
do bring them back sometimes but it is frankly a hardship for the 
witnesses and a hardship for the Committee to have to do that. 

Senator Murkowski. And was there any explanation offered by 
the White House because this did not occur on one occasion, it oc- 
curred on several occasions? 

Mr. Chertoff. I know we had with Mr. Lindsey and with Mr. 
Waldman and with Mr. Ickes, and I remember particularly with re- 
spect to Mr. Lindsey, we received documents that were responsive 
actually the day after the Committee had lapsed at the end of Feb- 
ruary, and the explanation we received in the letter, if I recall it 
correctly, was again it was somehow inadvertent and there was a 
description of a reason why it had not been turned over. 
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But then we also learned from the lawyer that he actually had 
discovered the documents or had found the documents earlier that 
week, but had been busy on a trip, so that we did not actually get 
them until after the Committee's jurisdiction had lapsed. 

I understand that since the end of February, other documents 
have trickled in. 

Senator Dodd. Would my colleague yield, just for a 

Senator Murkowski. Let me finish because I am not going to be 
very long. 

The bottom line one could conclude is there were numerous re- 
quests for subpoenas, for the billing records, and in your opinion, 
are you satisfied that they have been turned over? 

Mr. CHERTOFF. Well, we have the billing records. Senator, I have 
to tell you 

Senator Murkowski . All of the billing records? 

Mr. Chertoff. Well, I cannot say all the records because there 
are probably original bills. We seem to have a complete set of bill- 
ing printouts. What I can say to the Senator is not only was this 
requested and then ultimately subpoenaed, but this issue of the 
billing records was actually a focus of question and discussion by 
this Committee in the fall and early winter of last year, in Novem- 
ber and December. It is not as if it was something that was men- 
tioned in passing. 

As Senator Bennett pointed out, the question of these records 
was discussed repeatedly and in particular with Mr. Hubbell who 
said, well, geez, you know, it would really be helpful if we could 
have the billing records so I could prove my point. And there were 
then determinations that we should try to get those records. So this 
was not anything that anyone could have overlooked. 

Senator Murkowski. My time is almost up. But you obviously 
have a life time of experience in your area of expertise. What line 
do you draw relative to withholding evidence in a case where you 
request, then you subpoena, then more turns up over an extended 
period of time, and it seems like if you ask the right questions, you 
might get a specific response, but you are not going to get every- 
thing. 

How do you evaluate professionally in your business when clear- 
ly the line is crossed and withholding evidence is apparent, and 
what is the penalty for withholding evidence, if in fact it can be 
proven? Can you take us through that one side, we are not quite 
there, but how you get over it and what the penalty is? 

Mr. Chertoff. The penalties vary. At the extreme, if there is a 
deliberate decision, intentional decision to withhold documents that 
are subject to subpoena by a Grand Jury, that is, as I say, if it is 
deliberate, that can be a Federal offense, punishable as an obstruc- 
tion of justice, or it can be a contempt of Congress or a contempt 
of court, depending on who issues the subpoena. 

In court cases all the time, these issues arise, and there are often 
sanctions, whether they be criminal or civil sanctions, visited upon 
parties that do not turn over documents that are requested. 

As always, the issue is this: Were they covered by the subpoena, 
did the person who had them know about the subpoena, were they 
under the instruction of the subpoena, and did they, knowing that 
they were required to turn them over, deliberately withhold them. 
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And if they did so, then that is something that does get punished. 
Ultimately, it typically boils down to a question of knowledge and 
intent. 

Senator Murkowski. Mr. Chertoff, have we passed that line in 
this case? 

Mr. Chertoff. I think, Senator, that the decision about how to 
proceed with sanctions, ultimately, of course, is probably one for 
the Special Counsel to make. 

I think the Committee has a very strong institutional interest, 
however, in making its own determination about whether the Com- 
mittee feels it is received proper cooperation with respect to these 
documents. 

Senator Murkowski. So what you are saying to us as Members 
is that it is our judgment? 

Mr. Chertoff. It is your judgment. 

Senator Murkowski. I thank the Chair. That is the conclusion 
of my statements. 

Senator Sarbanes. Well, Mr. Chairman, I am not going to leave 
that matter at that point, because it is very important. When did 
this Committee first issue subpoenas, in October? Not until Octo- 
ber, correct? 

Mr. Chertoff. I think, yes, it was in the fall, correct. 

Senator Sarbanes. In October. 

Mr. Chertoff. That is my recollection, yes. 

Senator Sarbanes. That is right. I think it is arguable whether 
the billing records were within the terms of the subpoena. 

Pardon? 

Mr. Chertoff. I say, respectfully, I think they were actually 
within the terms. 

Senator Sarbanes. It is an arguable matter. 

Now, Mr. Chairman, we have been through this question of re- 
sponsiveness to the Committee’s requests and to the subpoenas, 
and I am frank to say I think there has been a tremendous amount 
of cooperation. We have gotten a tremendous amount of material. 

We had an important issue that was taken to the Floor of the 
Senate where there was an argument that there was a privilege 
that could be asserted. That matter, in the end, was worked out in 
an acceptable way to all parties. But I do not think we ought to 
leave an impression here that some line has been crossed with re- 
spect to providing material. And it is very important to understand 
that no subpoena was issued from this Committee to the White 
House until October. 

Subsequent to that, in my view, it was complied with in every 
respect. And these documents were discovered, actually they were 
turned over to us by Mr. Kendall after Ms. Huber found them. In 
fact, he sends them up with a cover letter to Mr. Giuffra. These 
documents were discovered yesterday by Ms. Carolyn Huber, Spe- 
cial Assistant to the President and Special Director of Correspond- 
ence. They were furnished promptly to our Committee. And then 
he indicated that the originals had been furnished to the Independ- 
ent Counsel. So, you know, once discovered, they were turned over. 

Now why they had not been found previously is an open ques- 
tion. I mean, I recognize that question, and there is been a lot of 
speculation about it, but the speculation we have heard from the 
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table this morning is all about sort of a deliberate effort, and it is 
quite plausible to have an explanation of it which is nondeliberate. 
In other words, it was a not deliberate effort. But I think this line 
of questioning could leave an erroneous impression in terms of the 
responsiveness. 

I think Jane Sherburne, who has engaged in an interchange with 
the Committee, and we have documented it previously, tried in 
every good faith effort to meet the demands of the Committee and 
I think that needs to be put on the record. 

Senator Dodd. As I understood it, at the time the letter and the 
subpoena went out, and again making the points, I think it needs 
to be made because there are a lot of assumptions in some of the 
exchanges here, there was, it is arguable as to whether or not the 
billing records were included. Putting that aside, the time the let- 
ter and the subpoena went out, in fact, we now know where these 
documents were at the time the subpoena went out, don’t we? 

Mr. Chertoff. We know from Ms. Huber that they were in her 
possession between August 1995 and January. 

Senator Dodd. Right. So there is nothing to speculate about that. 
No one has contradicted that. So making that point I think is an 
important one because the assumption here, based on just what 
you hear this morning is, you do not know where those were at the 
time of the subpoena. We now know where they were. She says she 
found them later. We leave these things sort of dangling around 
here, and yet in August, at the time the letter went out, and in Oc- 
tober, the time the subpoena went out, in fact, we know where the 
documents were. The person who had them in her possession dis- 
covered them, when she did, turns them over to her lawyer, Ken- 
dall, and the lawyer turns them over to us. 

What I object to is sort of rank speculation here without any evi- 
dence to corroborate it. That is what is dangerous in a Committee 
like this. This is rank speculation. 

The Senator from Maryland has pointed out, one could easily 
draw the conclusion as well, given the fact that we have had 50,000 
documents turned over by this White House, not to mention 15,000 
documents in the personal possession, 65,000 documents over the 
last 2 years. The fact that something does not turn up the minute 
we want it is not unheard of. 

Mr. Chertoff, you have been involved in hundreds of cases and 
that has happened, I gather, and when it has happened, it has not 
been because of some corruption. Documents get lost. Is that not 
true? 

Mr. Chertoff. Senator, documents get lost. 

Senator Dodd. With no corruption involved, couldn’t we specu- 
late about that? 

Mr. Chertoff. I think always in my experience, it depends upon, 
in large part sometimes, the nature of the document. A document 
that is hotly discussed and sought, and a document — putting aside 
whether you think it’s helpful or hurtful is clearly relevant to a dis- 
cussion of issues that are being considered by the Independent 
Counsel or the Committee. I mean, anything is possible in life but 
that is the kind of document you would normally expect people to 
be producing. 
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Senator Dodd. You are much more experienced at this than I am 
but it seems to me then when you find the document, and if you 
find the document, that something is in there that was really in- 
criminating, then that leaves really a lot of credibility to the notion 
of why it might have been withheld. 

When the document in fact corroborates everything that has been 
said, doesn't that conversely also then sort of eliminate or at least 
reduce significantly the motivations about why the document might 
not become available when it was sought? 

Mr. Chertoff. I think, Senator, some of it depends. I have had 
the experience of having things discovered belatedly and then one 
puts the best face on them. I think in the end the Committee's 
going to have to judge whether it thinks the documents are hurtful 
or harmful. 

I would say this. Usually you would expect if something was very 
helpful, they would produce it quickly. But I would also say that 
on occasion, things have been produced belatedly, and it's very 
common for lawyers then to argue well, it didn't very much matter 
anyway. And I think in the end, the critical point is the Committee 
has the right to have the information and I think you, as Members 
of the Committee, draw your conclusions. 

Senator Sarbanes. Senator Dodd, if you'd yield for a minute? 

Mr. Chairman, I would like to put in the record at this point an 
article that appeared in The New York Times called “Docudrama" 
by Sidney Herman, a lawyer, which says: 

Documents that are relevant to an investigation are found in an unexpected place 
6 months after they were first sought. A shocking development? 

Absolutely not. In most major pieces of litigation, files turn up late. One side or 
the other always thinks of making something of the late appearance, but these law- 
yers know the truth. It could just as easily happen to them. 

Senator Dodd. I thank my colleague. 

Senator Sarbanes. It goes on in that vein, and may I ask that 
that be put in the record. 

The Chairman. So ordered. It will be placed in the record. 

Senator Murkowski. Mr. Chairman, I would just like the record 
to note that the Committee subpoena isn’t the only subpoena that's 
been out there. The Department of Justice first began to issue sub- 
poenas regarding the billing records on Christmas eve, 1993. That's 
a long time ago, Mr. Chairman. 

Senator Dodd. Mr. Chairman, I'd yield to Mr. Ben-Veniste. 

The Chairman. I think the record adequately reflects, and I am 
going to ask all sides if we can't try to constrain ourselves. I know 
we think we have important points to make, but I will venture to 
say that these points have been made by both sides, not only at 
this hearing, but certainly in the past. So if we can try to confine 
ourselves. 

Mr. Ben-Veniste. 

Mr. Ben-Veniste. Thank you, Mr. Chairman. 

Mr. Chertoff, you will acknowledge, will you not, that we did not 
specifically request the Rose Law Firm billing records from the 
White House, either in our letter request or in our subpoena. Isn’t 
that so? 

Mr. Chertoff. As I understand the subpoena and the letter re- 
quests we sent out, they quite clearly, to me, included the billing 
records. 


2809 


Mr. Ben-Veniste. Did we specifically request, did we say please 
give us any Rose Law Firm billing records that you have? 

Mr. Chertoff. I think the answer, as I've said, Mr. Ben-Veniste, 
is they were categorical broad requests that included the billing 
records, although they did not specifically enumerate. 

Mr. Ben-Veniste. So they didn't specifically ask for the billing 
records. Isn't it correct that as far as our subpoena and letter re- 
quest is concerned, I don't know what was in anyone else's sub- 
poena or letter request, I do know what was in ours, what we 
asked for was any documents which relate to the operation, the sol- 
vency, and the regulation of Madison Guaranty Savings & Loan? 
That was the request that was made. 

Mr. Chertoff. In part. In addition to that, there was a request 
for anything relating to the conflict of interest that arose with re- 
spect to the representation of the RTC in the case against the 
Council. 

Mr. Ben-Veniste. It was far from clear that our request, in re- 
sponse to Senator Murkowski's question, identified the Rose Law 
Firm billing records. 

I think one other point worth making, because it was included 
again in Senator Murkowski's question to you, and you may have 
misspoken about that, and that had to do with statements attrib- 
uted to Mrs. Clinton about whether or not she reviewed billing 
records during the 1992 Presidential Campaign. I believe the 
record is that either Mrs. Clinton, or her attorney at the time, stat- 
ed that it was possible that she had reviewed the records. 

Mr. Chertoff. I think that's correct. That's what I said. 

Senator Sarbanes. When did we send the subpoena? The end of 
October, wasn't it? 

Mr. Chertoff. I don't remember the precise date. I know it was 
in October. 

Senator Sarbanes. I think it was the end of October. 

The CHAIRMAN. Mr. Chertoff, we thank you. 

The Committee stands in recess until tomorrow at 10:00 a.m. 

[Whereupon, at 12:40 p.m., the Committee was recessed to recon- 
vene the following day, Wednesday, May 8, 1966, at 10:00 a.m. in 
the same place.] 
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May 3, 1996 

BY FACSIMILE & U.S. MAIL 


The Honorable Alfonse M. D' Amato 
The Honorable Paul S . Sarbanes 
Special Committee to Investigate Whitewater 
Development Corporation and Related Matters 
534 Dirksen Senate Office Building 
Washington, D.C. 20510 


Re : Appearance of Susan P. Thomases 


Dear Senators D' Amato and Sarbanes: 

We are in receipt of Senator D' Amato's May 1, 1996 letter, 
faxed to our offices at 6:30 p.m., requesting that Susan 
Thomases travel to Washington on less than a week's notice 
to provide a fifth session of testimony to the Special 
Committee. 

We are prepared to produce Ms. Thomases to testify for a 
fifth time under oath. We request, however, that the 
Special Committee provide her with a reasonable period of 
notice prior to the date of that testimony. As you know, 
Ms. Thomases' multiple appearances have generated 
voluminous written . testimony that she must, in fairness, 
have an opportunity to review prior to appearing again 
before the Special Committee. This becomes all the more 
necessary because, as we understand it from the staff, 
there is no limitation on the subject matters that the 
Special Committee will cover in Ms. Thomases' fifth 
appearance. In addition, the date proposed. May 7, 1996, 
conflicts with prior commitments of her counsel. 

Accordingly, we would propose that the Committee agree to 
schedule Ms. Thomases for an appearance on May 14, 1996. 

Separately, in response to Chairman D' Amato's suggestion 
that Ms. Thomases might wish to be deposed in advance of 
the public hearing, please understand that our client has 


One Citicorp Center 
153 Eut 53 rd Street 
New York. NY 10022-4677 


212 821 8000 
Fax: 212 821 8111 
Direct: 212 821 82 
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The Honorable Alfonse M. D' Amato 
The Honorable Paul S . Sarbanes 
May 3, 1996 
Page 2 


no such desire, unless that exercise might obviate the need 
for a further public appearance. 


Finally, we are in receipt of Special Committee counsel's 
May 2, 1996 request to inspect the originals of documents 
ST132 -ST142 , which were produced to the Committee earlier 
this year. We are willing to make these original documents 
available for inspection under reasonable conditions in 
keeping with past practice in our Washington offices on May 
13, 1996. We also request that to expedite the proceedings 
the Special Committee make available for inspection any 
documents that it wishes to use in Ms. Thomases' apoearance 
on May 13, 1996. 


Thank you in advance for your cooperation with these 
issues . 



truly yours, 


A 


Benito Romano 

jcc: Susan P. Thomases, Esq. 


115555 
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1985, Ms. Beverly 3assett held this dual pest. A review 
entire transaction from the vantage point of 1995 makes it clear 
than 
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regulation 


While she recognized that Madison 
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n v • . 
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s3bck, she was careful to pbrotect the public against the 
secur ities fcv an institutio n t hat was net adecuately ^ac: tali zed . 


Madison Guaranty was unable to meet the strincent requirements 

I 

phe imposed, and the Rose Law Firm was ultimately unsuccessful in 


its^ef forts on behalf of Madison Guaranty. 

/ I was not involved in any meetings with state regulators on 
these matters. I may have made one telephone call to the 
Arkansas Securities Department to find out to whom Mr. Massey 


should direct any inquiries regarding an S&L matter. I do not 
rimember to whom I spoke. Insofar as I am aware, \jn y name appears 
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state regulators. The first time is in a letter Mr. Massey wrote 
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ee times in the many documents exchanged by Rbse and the 


:o state regulators expressing his view that it was permissible 
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Madison Guaranty to authorize and issue a class of non-votinci 


preferred stock (DKRT11000701-11000702, attached hereto at Tab 
17A) . He drafted and sent a letter to Mr. Charles Handley, of 
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10. Describe your involvement in Madison Guarani, .. 
Frost . — - 

To Che best of my knowledge , . I was not involved in this 

case . 


11. Identify all persons with specific knowledge of 
your involvement in this matter. 

Please see nry Answer to Question 10, supra . 


12. Identify all documents relating to your 
involvement in this matter. 

Please see ray Answer to Question 10, surra . 


13. Describe your involvement with Rose's 
representation of Madison before the Arkansas Securities 
Department (ASD) , including but not limited to details of work 
you performed in 198 5 for Madison regarding obtaining approval 
from the ASD to issue preferred stock. 

at* 

In the spring of 1985, Madison Guaranty Savings & Loan 
Association engaged the Rose Law Firm to represent it in an 
attempt to secure permission for the S&L to issue preferred stoc 
and market it through a wholly -owned brokerage firm. While I w; 
the billing partner on this matter, the great bulk of the work 
was done by Mr. Richard Massey, who was then an associate at Ro£ 
and whose specialty was securities law. I was not involved in 
the day-to-day work on the project. My knowledge of the events 
concerning this representation, as sec forth in this Answer, has 
been largely derived from a review of the relevant documents 
rather than ray contemporaneous involvement in the representation 
since Mr. Massey primarily handled the matter. 
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COMMITTEE ON 8ANKING. HOUSING. ANO 
URBAN AFFAIRS 
WASHINGTON, DC 20510-6075 


May l. 19% 


Via Facsimile and U.S. Mail 
John Bates, Esq. 

Office of the Independent Counsel 
1001 Pennsylvania Avenue, N.W. 

Suite No. 490N 
Washington, D.C. 20004 

Dear Mr. Bates: 

The Special Committee to Investigate Whitewater Development Corporation and 
Related Matters is investigating the circumstances surrounding the discovery in the White 
House Residence of records reflecting the Rose Law Firm’s representation of Madison 
Guaranty Savings and Loan Association (the "Rose Law Firm Billing Records"). 

We understand that the Office of Independent Counsel has conducted a fingerprint 
analysis of the original billing records. On behalf of the Special Committee, we hereby 
request that you provide the Special Committee with a copy of the report of that analysis. 

In the event that you conclude that disclosure of the report is inappropriate at this 
time, please advise promptly if you anticipate a change in circumstances such that you would 
be able to produce the report requested. 

Please call us at 224-7391 with any questions. Thank you. 



Richard Ben-Veniste 
Minority Special Counsel 


L 


Special Counsel 
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“MRS. CLINTON’S BILLING RECORDS” CHART 
WAS NOT PROVIDED IN TIME FOR PUBLICATION 


Docudrama 


By Sidney N. Herman 


Chicago 

D ocuments that are rele- 
i vant to an investiga- 
k tion are found In an 
[ unexpected place six 
months after they 
were first sought. A 
shocking development? 

Absolutely not. In most major 
pieces of litigation, files turn up late. 
One side or the other always thinks 
of making something of the late ap- 
pearance, but these lawyers know 
the truth: it could just as easily 
happen to them. 

Despite diligent searches, impor- 
tant papers in large organizations 
are plways turning up after the ini- 
tial and follow-up searches. How 
many times have you looked for 
something on your desk and couldn’t 
find it, only to have It appear right 
under your nose later? Happens all 
the time. 

Indeed, as every litigator knows, 
there is nothing worse than having 
an important document show up late. 
You’ve only highlighted its absence 
for your opponent. If you know where 
It is, It is far better to include it in the 


Sidney N. Herman is a lawyer. 


initial delivery of relevant papers, 
where it gets mixed in with the rest 
of the morass. Why red-flag it by 
holding it back? 

My former partner, Kenneth 
Starr, knows all this. As independent 
counsel in the Whitewater investiga- 
tion, he will take it into account. 

But the American people have no 
reason to know that this is a normal 


Please. Every 
lawyer loses files, c 


occurrence; it is not part of their 
everyday experience. Reporters 
really don’t have any reason to know 
this either. Or they may know, and 
simply choose to ignore it. 

Last summer, notes that were crit- 
ical to the celebrated libel suit 
brought by Jeffrey Masson against 
the writer Janet Malcolm appeared 
in her private study, years after they 
were first sought. I recall that dis- 
covery being treated as an interest- 
ing happenstance, nothing more. 

When documents show up belated- 
ly, even in private quarters, there is 
pimply nothing unusual about it □ 


INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


WEDNESDAY, MAY 8, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington, DC. 

The Committee met at 10:00 a.m., in room 216 of the Hart Sen- 
ate Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 

OPENING COMMENTS OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. The Committee will come to order. 

When last we met, there was concern with respect to scheduling, 
and I am very pleased to announce that we have been able to agree 
to the issuance of subpoenas to Mr. David Watkins and to Mr. 
Webb Hubbell, requiring the production to the Committee of cer- 
tain Bank of Kingston records which Mr. Hubbell had in his pos- 
session. These Bank of Kingston records were in the files of the 
Rose Law Firm and related to work billed by the firm to their bank 
which was then owned by Jim McDougal. 

Again I want to commend both Counsels and staff for being able 
to reach an accord so that we can move forward as quickly as pos- 
sible. Staff has been instructed to take depositions and to look at 
the quality and ascertain whether witnesses will be required to 
make a public testimony. Where we can avoid that we will in order 
to complete our work as expeditiously as possible. 

We have combined the panels in order to have a more orderly 
presentation and also to save time. I am going to ask the witnesses 
to please stand for the purposes of taking the oath. 

[Witnesses sworn.] 

The Chairman. Let me thank all of our witnesses for coming 
today and ask if any of you have a statement that you would like 
to submit for the record in writing, or one that you would like to 
make before we begin? 

SWORN TESTIMONY OF FRANK B. BURGE 
FORMER SENIOR VICE PRESIDENT 
CITIZENS BANK & TRUST OF FLIPPIN, ARKANSAS 

Mr. Burge. No. 
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SWORN TESTIMONY OF JAMES N. PATTERSON 
FORMER PRESIDENT 

RIVER VALLEY BANK & TRUST OF LAVACA, ARKANSAS 

Mr. Patterson. No. 

SWORN TESTIMONY OF ROBERT RITTER 

FORMER PRESIDENT, CEO & DIRECTOR 
CITIZENS BANK & TRUST OF FLIPPIN, ARKANSAS 

Mr. Ritter. No. 

SWORN TESTIMONY OF H. DON DENTON 
FORMER SENIOR VICE PRESIDENT & CHIEF LENDING 
OFFICER, UNION NATIONAL BANK OF LITTLE ROCK 
FORMER SENIOR VICE PRESIDENT & CHIEF LENDING 
OFFICER, MADISON GUARANTY SAVINGS & LOAN 

Mr. Denton. No. 

SWORN TESTIMONY OF VERNON H. DEWEY 
FORMER LOAN OFFICER, CITIZENS BANK & TRUST OF 
FLEPPIN/1ST OZARK NATIONAL BANK 

Mr. Dewey. No, sir. 

SWORN TESTIMONY OF RON A. PROCTOR 
FORMER VICE PRESIDENT, CITIZENS BANK & TRUST OF 
FLIPPIN/lst OZARK NATIONAL BANK 

Mr. Proctor. No. 

The Chairman. Senator Sarbanes. 

[No response.] 

The Chairman. Senator Bond. 

OPENING COMMENTS OF SENATOR CHRISTOPHER S. BOND 

Senator Bond. Thank you, Mr. Chairman. 

Let me deal with this rather briefly. Yesterday after I left, some 
of my colleagues on the other side of the aisle decided to raise ques- 
tions about a chart which my staff was largely responsible for con- 
ceiving and putting together. 

I wanted to set the record straight. These are the questions that 
I think must be addressed by this Committee. 

We know that the billing records of Mrs. Clinton’s time on Madi- 
son are very important to this investigation. The fact that they did 
not show up after having been under subpoena for better than 2 
years until they were discovered by Ms. Huber early this year, has 
significantly delayed out investigation and it has prevented us from 
getting to many of the facts that might explain the extraordinary 
efforts taken by the White House to get information on, interfere 
with, and impede Federal investigations. 

We listed the major questions on this chart. Here you see where 
we have sworn testimony about, for example, who removed the rec- 
ords from the Rose Law Firm in 1992. We have drawn a line 
through Mr. Hubbell’s name because, in sworn testimony before 
this Committee, he stated that he was not the one who removed 
the law firms records. 
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We have a checkmark because it has been confirmed, in sworn 
testimony, that Mr. Hubbell and Mr. Foster did, in fact, handle the 
records in Little Rock during the 1992 Presidential Campaign. 

Yesterday, Mr. Chertoff outlined the process of elimination — how 
we came to these people about whom we are continuing to make 
inquiries to find out why the records were not turned over. That 
to me, Mr. Chairman, is essential, not only in resolving the major 
questions this Committee was expected to resolve, but also in re- 
solving the question of whether there was a conscious effort by 
someone in possession of the records and in violation of the sub- 
poena, to withhold those records from the Independent Counsel, 
from other investigatory agencies, and this Committee. 

The attack on this chart yesterday, after I left the room, was on 
the fact that we titled the chart “Mrs. Clinton’s Billing Records.” 
Now, I would have hoped that we could devote our time to resolv- 
ing the questions listed on the chart. I felt this was an important 
way of identifying some of the critical questions remaining in this 
investigation. 

Since the question has been raised why the term “Mrs. Clinton’s 
Billing Records” rather than “Rose Law Firm’s Records” were used, 
let me be very clear. These billing records were compiled at the 
Rose Law Firm on the time of Mrs. Clinton. We have testimony 
that Mrs. Clinton was the lead billing partner, and, as pointed out 
by Mr. Chertoff yesterday, spent more time than any other of the 
lawyers at Rose Law Firm on the Madison Guaranty question. 

The fact that they had left the Rose Law Firm was evident. They 
were taken control of by people associated with the Clinton Cam- 
paign and/or the close associates of the Clintons, or the Clintons’ 
themselves. 

We are not interested in the Rose Law Firm files in general. 
What we sought was the information on Mrs. Clinton’s billing. Mrs. 
Clinton’s records were in there. She was the billing partner. They 
were removed from the law firm because they reflected Mrs. Clin- 
ton’s activities. The Newsweek story that circulated last week re- 
portedly indicated that Mrs. Clinton’s fingerprints had supposedly 
been found on the records. The line was used: Well, of course her 
fingerprints were found on the records. They are her records. That 
was the statement that was used. Who is the “her” they are talking 
about? They are talking about Mrs. Clinton. 

Frankly, Mr. Chairman, we have a lot more important matters 
to deal with than the title of this chart. I stand by that title. They 
are Mrs. Clinton’s billing records. Later on, I would be happy to 
discuss this, at length, with anybody who wants to argue with me. 

Mr. Chairman, I would submit for the record excerpts from the 
CNN “Burden of Proof” show of April 29th, 12:30 p.m. Eastern 
Time, which shows that the Minority Counsel has used the term 
“they were her records.” 

We have important questions to resolve. I hope we can get on 
with these questions. If anybody wants to argue about the chart 
with me, I would be happy to do so, probably outside this room, so 
as not to take up further time of the Committee. But I did want 
to set this record straight. That is why we are interested; not be- 
cause they were Rose Law Firm records, but because they were 
Mrs. Clinton’s records. 
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I hope now we can get on with resolving the questions. 
Thank you, Mr. Chairman. 


OPENING COMMENTS OF SENATOR PAUL S. SARBANES 


Senator Sarbanes. Mr. Chairman. 

The Chairman. Yes. 

Senator Sarbanes. While I appreciate Senator Bond’s suggestion 
that we take this up later, I would like to take it up right now 
since he has brought it up. 

The Chairman. I have asked to stop the clock at this point so 
that we can keep some semblance. We will complete our half hour 
and we will start it if you want to respond. But we will put the 
clock on and it will be charged to the Democratic time. 

Go ahead, Senator. 

Senator Sarbanes. You mean this exchange will not be on our 
time? Then when we go to the panel we will go back to the time? 

The Chairman. Well, either way. It will not be out of the time. 
This way you can have an opportunity 

Senator Sarbanes. Well, Mr. Chairman, I just want to make the 
point that the title of this thing is rather important. These are the 
Rose Law Firm billing records with respect to work done for Madi- 
son Guaranty Savings & Loan. The number of hours worked by 
other lawyers that are reflected in these billings far exceed, by 
more than a factor of 2 and 3 to 1, the work done by Mrs. Clinton. 
I mean, I know why you put the title on there, but it is not accu- 
rate and I think the point ought to be made very strongly that it 
is not accurate. 

Also, Mr. Chairman — I am going to yield here in a moment — we 
had the discussioil yesterday about discovery of records. I put an 
insert in the record, Docudrama, about the lawyer who said it is 
not unusual, in litigation, to discover documents later. I want to 
put in today’s record an article that appeared in The Washington 
Post on April 27, 1994. ‘The Judge Closes the Case of Marriott’s 
Missing Box. Firm to pay some legal bills for bondholders group is 
faulted for delaying information.” And let me just read briefly from 
this story: 

The Marriott Corporation, a Federal judge has ruled, must pay some of the legal 
bills for a group of bondholders that is suing the company. The reason, according 
to the judge, Marriott shouldn’t have waited 4 months to tell the bondholders that 
a box filled with documents crucial to the bondholders lawsuit had fallen off a Mar- 
riott Courier truck and was missing. The saga of the missing box dates back to a 
rainy night in January 1993, when attorneys at Marriott’s headquarters in Be- 
thesda loaded 34 boxes of documents onto a Toyota pickup truck. Somewhere, some- 
thing went wrong. One box, according to Marriott, never made it to Washington. To 
this day, neither the box nor its contents has ever been fully accounted for. 

I am not going to quote any further, but this clearly makes the 
point that this problem of missing documents occurs all the time 
in legal matters. The kind of innuendo that developed at the table 
yesterday by Mr. Chertoff, seems to me, unwarranted and uncalled 
for. I think this story just makes that point in a stronger way. I 
could go on at length about this, but in deference to the sensibili- 
ties of some of the people here, I do not choose to do it right now. 

I yield to Senator Simon. 
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Senator Bond. Mr. Chairman, that is all very interesting. I think 
we ought to get on with the question of how the records got there. 
They obviously did not fall off of a Marriott truck. 

[Laughter.] 

I am sure that those things can happen, but the real question is: 
How did those records stay away from our view for critical periods 
of the investigation and then show up in the White House Book 
Room in the very private third floor quarters? So, Mr. Chairman, 
I agree that we ought to get on with the hearing. 

The Chairman. Senator Simon, do you have a comment or an ob- 
servation? 

OPENING COMMENTS OF SENATOR PAUL SIMON 

Senator Simon. I just have a brief comment and then I am going 
to ask one question of all of the witnesses. 

Senator Sarbanes used the word “innuendo.” That is what is 
going around here all over the place. I really think we abuse the 
process. I understand — you know, Webb Hubbell says he did not 
have anything to do with it. Cross his name off. No interrogatories 
to Mrs. Clinton. We keep her name up there. It makes it look like 
we are really doing something. I am not saying that Democrats, 
from time to time, have not abused privileges in this body. But, I 
really think self-restraint is essential for a free system to work. 
The innuendo that is going around in these hearings day after day, 
and I am not picking on my friend from Missouri here, I think is 
not a healthy thing for the political process. 

Let me just ask one question of each of the witnesses. Did Bill 
Clinton, as Governor, ask you to do anything unethical or illegal? 

Mr. Proctor, if I can start down at that end. 

Mr. Proctor. Not in any way. 

Mr. Dewey. No, sir. 

Senator Simon. Mr. Denton. 

Mr. Denton. Did Bill Clinton personally ask me? Is that the 
question, sir? 

Senator SIMON. That is what I am asking you. 

Mr. Denton. For clarity, directly? 

Senator Simon. Pardon? 

Mr. Denton. For clarity, directly did Bill Clinton ask me to do 
anything improper? 

Senator Simon. All right. 

Mr. Denton. No. 

Senator Simon. But you are suggesting indirectly that you think 
things may have been improperly done? 

Mr. Denton. I would suggest that, perhaps. 

Senator Simon. Mr. Ritter. 

Mr. Ritter. No, sir. 

Senator Simon. Mr. Patterson. 

Mr. Patterson. No, sir. 

Senator Simon. Mr. Burge. 

Mr. Burge. No, sir. 

Senator Simon. All right. I thank you, Mr. Chairman. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 


2822 


Today, we are going to explore with this panel the handling of 
a couple of loans that were related to an investment known as 
Whitewater Development Company. 

Before we proceed, I want to bring to the attention of the Chair- 
man and the panel one ground rule I think we all agreed upon, 
with respect to the questioning of Mr. Denton. We received a letter 
from the Independent Counsel requesting that we not question Mr. 
Denton about the banking practices of Madison Guaranty Savings 
& Loan because of the fact that there is a trial ongoing; and that 
he had been instructed not to answer questions about that matter. 
So I think both sides have agreed to honor that, and our focus with 
Mr. Denton today will be with respect to the Whitewater Develop- 
ment loan that occurred with Union Bank before 1984. 

Mr. Ben-Veniste. There were two letters, and perhaps we should 
make them a part of the record. 

Mr. Chertoff. I think that probably makes sense. 

Mr. Burge, let me start with you. You were affiliated with Citi- 
zens Bank & Trust of Flippin, Arkansas, in 1978? 

Mr. Burge. Yes, sir, I was. 

Mr. Chertoff. What was your position? 

Mr. Burge. I was Senior Vice President. 

Mr. Chertoff. How large was the bank? 

Mr. Burge. The bank was about $15 million. 

Mr. Chertoff. $15 million? 

Mr. Burge. Yes, sir. 

Mr. Chertoff. Mr. Burge, I will ask you just to pull the mike 
a little closer so we can hear you. Now in 1978, the record reflects 
there was a loan in the amount of $182,000 that went to fund or 
finance a purchase of property called “Whitewater.” I guess it was 
part of the Whitewater Development Corporation. Are you familiar 
with that loan? 

Mr. Burge. Yes, sir. 

Mr. Chertoff. And would you describe that as one of the largest 
loans by your bank at that time? 

Mr. Burge. One of the larger loans. 

Mr. Chertoff. How did that loan come to be made? 

Mr. BURGE. The One-on-One River Development Corporation, 
which was a corporation made up of local individuals, purchased 
approximately 3,000 acres on the White River. As a part of the ac- 
quisition of that land, they sold certain parcels to a group of indi- 
viduals — the number escapes me how many — but one of the indi- 
vidual groups that acquired the property, was Mr. McDougal and 
Mr. Clinton. 

Mr. Chertoff. Now actually there were four people who were in- 
volved in that acquisition, who got the loan; right? They are Mr. 
and Mrs. McDougal and Mr. and Mrs. Clinton? 

Mr. Burge. That is correct. 

Mr. Chertoff. Do you remember what Mr. Clinton's position in 
State government was at that time? 

Mr. Burge. He was the Attorney General and he was the Demo- 
cratic Nominee for Governor of the State of Arkansas. 

Mr. Chertoff. Who brought that loan to the bank? 

Mr. Burge. A realtor. 

Mr. Chertoff. Who was that? 
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Mr. Burge. Mr. Chris Wade. 

Mr. Chertoff. Did Chris Wade have a position with the bank? 

Mr. Burge. He was on our Board of Directors. 

Mr. Chertoff. So Chris Wade was a member of the Board of Di- 
rectors, he was the one who went to the bank and brought the loan 
and requested the loan on behalf of the McDougals and Clintons? 

Mr. Burge. That is my recollection. 

Mr. Chertoff. Was Mr. Wade also one of the participants in the 
underlying real estate transaction that you just described that re- 
sulted in the sale of part of the property to the McDougals and the 
Clintons? 

Mr. Burge. Yes, sir. 

Mr. Chertoff. For the record, do you know if that is the same 
Chris Wade who has recently pled guilty as part of the Independ- 
ent Counsel’s investigation into various activities in Arkansas? 

Mr. Burge. Yes, sir. 

Mr. Chertoff. Now, Mr. Burge, was there a downpayment for 
this loan of $182,000? 

Mr. Burge. Yes, sir. 

Mr. Chertoff. How much was that? 

Mr. Burge. Ten percent of the acquisition price. 

Mr. Chertoff. And that would be about $20,000? 

Mr. Burge. Correct. 

Mr. Chertoff. Was that the standard practice for this kind of 
a loan you give to somebody to buy property to develop and to sell 
to require some kind of a downpayment? 

Mr. Burge. Yes, sir, it was. 

Mr. Chertoff. And just so we are clear, this property that the 
McDougals and the Clintons were financing through your bank, 
they were not buying it for their own house, or houses, it was raw 
land that they were going to subdivide and try to sell? 

Mr. Burge. That’s correct. 

Mr. Chertoff. It was kind of a speculative real estate venture? 
They were essentially hoping to make money on the sale of the 
property; is that right? 

Mr. Burge. That is correct. 

Mr. Chertoff. And their ability to finance it, or to pay back that 
debt depended significantly upon how well that project was oper- 
ated; is that right? 

Mr. Burge. That is correct. 

Mr. Chertoff. Now did you know that the downpayment, the 
$20,000 downpayment, was borrowed from another bank at the 
time you made the $182,000 loan? 

Mr. Burge. No, sir. 

Mr. Chertoff. That was not disclosed to you at all? 

Mr. Burge. I didn’t know about it. 

Mr. Chertoff. Would that have made a difference to you? 

Mr. Burge. All factors being considered, it may have had an im- 
pact on our decision. 

Mr. Chertoff. So, had you known the fact that the downpay- 
ment you received, the 10 percent, was itself a loan from another 
bank, that would have had some impact on your thinking? 

Mr. Burge. It may have. 
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Mr. Chertoff. Certainly it is something you would have wanted 
to be told? 

Mr. Burge. Fm sure. 

Mr. Chertoff. Mr. Burge, am I right that the $182,000 loan was 
actually too big a loan for a single project for your bank to make? 

Mr. BURGE. Yes, sir; that’s correct. 

Mr. Chertoff. Explain why that is. 

Mr. Burge. At that time in Arkansas, most State banks were 
under a legal loan limit of capitalization at 20 percent of total cap- 
ital. Again, the amount of capital in the bank escapes me at the 
present time, but our legal loan limit was probably about $150,000 
to $160,000. 

Mr. Chertoff. So you were not really in a position as a bank 
to make the entire value of the loan within your own bank? 

Mr. Burge. That’s right. 

Mr. Chertoff. $182,000 was more than you were allowed to 
make? 

Mr. Burge. That’s correct. 

Mr. Chertoff. How did you deal with that? 

Mr. Burge. We participated in a portion of the loan. 

Mr. Chertoff. Is that the same thing as saying you basically 
split the loan and another bank took up half the loan? 

Mr. Burge. Yes, sir. 

Mr. Chertoff. What bank took up the other half of the loan? 

Mr. Burge. Union National Bank of Little Rock. 

Mr. Chertoff. How did that bank come to be the one that was 
invited in to take half the loan? 

Mr. Burge. They were our major correspondent. 

Mr. Chertoff. That means a bank in Little Rock with whom you 
had a relationship; right? 

Mr. Burge. That is correct. 

Mr. Chertoff. Mr. Denton, you were at the Union National 
Bank of Little Rock in 1978? 

Mr. Denton. Yes. 

Mr. Chertoff. What was your position at that point? 

Mr. Denton. Senior Vice President and Chief Lending Officer. 

Mr. Chertoff. Do you remember a time that you learned about 
a loan that was going to be made for a real estate venture to be 
handled by the McDougals and the Clintons? 

Mr. Denton. Yes. 

Mr. Chertoff. How did you first learn about that loan? 

Mr. Denton. I was approached by one of two individuals that 
were an emissary for the owner of the Bank, Herbert McAdams. I 
was informed that the two parties and their wives were purchasing 
real estate; that Union Bank was being asked to make a $20,000 
unsecured loan for the equity in that purchase. At the time, I un- 
derstood that the balance of the purchase price would be carried by 
the seller. I was not aware another bank was involved in the trans- 
action. 

Mr. Chertoff. You were approached about the $20,000 portion 
of the loan? Is that right? 

Mr. Denton. Yes. 
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Mr. CHERTOFF. You said there were two people, one of two people 
approached you on behalf of the owner. Who were the people you 
were referring to? 

Mr. DENTON. It was either Gene Smith or Paul Berry. 

Mr. Chertoff. What was their function or their position at the 
bank? 

Mr. Denton. They were both public relations officers that func- 
tioned as lobbyists, paid lobbyists on staff at the bank. 

Mr. Chertoff. You mentioned an individual by the name of Paul 
Berry, whose name actually came up earlier in the year in connec- 
tion with a discussion at the White House — I think it was in Janu- 
ary 1994 — about Beverly Bassett Schaffer. There was a list of peo- 
ple who might be sent down to Arkansas. Can you just tell us a 
little bit about Mr. Berry? You said he was a lobbyist for the bank? 

Mr. DENTON. Yes. The reason I am uncertain as to which of 
those parties approached me is because Mr. Berry was employed at 
just about that time in 1978 by the bank to actually take over and 
learn the ropes from Gene Smith. Incidentally, Mr. Smith died 
shortly after that period of time. Paul Berry had previously been 
employed as a lobbyist for, I believe, the American Medical Associa- 
tion, had worked some for the Tyson Foods operation in Northwest 
Arkansas, and as I recall was a former roommate of Bill Clinton's. 

Mr. Chertoff. Were you told by this emissary from the owner 
of the bank why the owner of the bank wanted you to grant this 
loan to the McDougals and the Clintons? 

Mr. Denton. I was informed that the basis of the loan was Bill 
Clinton, who was described at that point as an up and coming po- 
litical star, a rising star in the State of Arkansas. 

Mr. Chertoff. You were told that the owner of the bank wanted 
you to make the loan because it was to a group that included Mr. 
Clinton, and Mr. Clinton was viewed as having good political pros- 
pects. Is that right? 

Mr. Denton. That is accurate, yes. 

Mr. Chertoff. Had you not gotten that instruction, would you, 
in your capacity as a bank officer, have approved an unsecured 
loan to Mr. McDougal and to Mr. Clinton and their wives? 

Mr. Denton. No. 

Mr. Chertoff. Why not? 

Mr. Denton. I had previous banking experience with Mr. Jim 
McDougal, all of which had been very satisfactory, but all had in- 
volved the personal involvement of former Senator Fulbright. Sen- 
ator Fulbright had guaranteed all the previous loans to Mr. 
McDougal. McDougal had a reasonably modest net worth and was 
not entitled to a $20,000 unsecured credit, in my opinion. 

Mr. Chertoff. You also indicated, Mr. Denton, you did not real- 
ize at the time you were involved in a $20,000 loan; that there was 
going to be other loans and participation from other banks on por- 
tions of this loan. Is that correct? 

Mr. Denton. I was not aware of that. I had understood that the 
other loan would be carried by the seller of the property. 

Mr. Chertoff. Did you receive financial statements in connec- 
tion with this $20,000 loan? 

Mr. Denton. I don't recall if I received one specifically on that 
loan. I had in the bank's possession current financial statements 
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from Mr. McDougal on existing loans. I did not receive a personal 
financial statement from Bill Clinton. 

Mr. Chertoff. At some point, did some of the Bank Examiners, 
or regulators criticize the documentation underlying this particular 
loan to the McDougals and the Clintons? 

Mr. Denton. As I recall, within a year, perhaps a 2-year period, 
that loan was listed among other loans as being one poorly docu- 
mented for having the absence of financial statements. 

Mr. Chertoff. Mr. Denton, in this period of time generally, 
what was the philosophy of the bank and Mr. McAdams, the owner 
of the bank, concerning loaps to political figures. Did he have a 
philosophy or a policy, or was there a philosophy or a policy at the 
bank about how to treat applications for loans from people who 
were politically powerful? 

Mr. Denton. I don’t know if there was a stated policy regarding 
political loans. I would say that there was certainly not a formal, 
written policy in that regard. 

Mr. Chertoff. Was there a practice? 

Mr. Denton. The practice was fairly well described. McAdams 
was actively involved in politics and had been for a number of 
years, and had a number of contacts in the political arena, and fre- 
quently extended credit to political entities. 

Mr. Chertoff. Mr. Burge, I want to come back to you. At some 
point in 1978 the loan is out; the property is acquired. Your bank, 
the Citizens Bank, has about half of the loan, about $90,000, and 
the other part of it is over at Union National Bank. Is that right? 

Mr. Burge. That’s correct. 

Mr. CHERTOFF. Did there come a point that you became con- 
cerned about the problem with the sale of the property that was 
supposed to be providing the income to pay back the loan? 

Mr. Burge. Yes, I did. 

Mr. Chertoff. What was your concern? 

Mr. Burge. Well, there had been a period of time there had not 
been any sales at all on the property. 

Mr. Chertoff. Did you take some steps to approach both the 
McDougals and the Clintons about requiring them to start paying 
off the principal of the loan because you were concerned that none 
of the principal was being paid? 

Mr. Burge. That’s correct. 

Mr. Chertoff. Tell us about that. 

Mr. Burge. I had a conversation I believe with Mr. McDougal 
and established a 10 percent principal reduction stipulation at the 
end of the current extension period before the bank would renew 
the loan again. It would basically work out to a 10-year amortiza- 
tion of the loan. 

Mr. Chertoff. Did he make principal payments after that? 

Mr. Burge. To my knowledge, I think they did. 

Mr. Chertoff. Do you know what the source of those payments 
was? Where he got the money? 

Mr. Burge. No, sir, I do not. 

Mr. Chertoff. Do you know whether the land was starting to 
sell at any kind of a brisk pace? 

Mr. Burge. No, sir. 
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Mr. Chertoff. When did you leave, Mr. Burge? When did you 
leave the Citizens Bank? 

Mr. Burge. September 1980. 

Mr. Chertoff. September of? 

Mr. Burge. 1980. 

Mr. Chertoff. Mr. Ritter, you also had a relationship with the 
Citizens Bank at some point? Right? 

Mr. Ritter. I did. 

Mr. Chertoff. When did you join that bank? 

Mr. Ritter. I thought it was September 1979, so maybe I’m 

Mr. Burge. It was 1980. 

Mr. Chertoff. Did you overlap with Mr. Burge to some degree? 

Mr. Burge. No. I left in September 1980. Mr. Ritter came on, 
and I stayed about 2 or 3 weeks for a transition period with him. 

Mr. Chertoff. Mr. Ritter, so the torch was passed to you. What 
was your position at Citizens Bank after Mr. Burge left? 

Mr. Ritter. CEO and President. 

Mr. Chertoff. That’s Chief Executive Officer? 

Mr. Ritter. That’s correct. 

Mr. Chertoff. When you came to the bank, did you become fa- 
miliar with this loan, which we will call for short-hand purposes, 
this “Whitewater loan”? 

Mr. Ritter. Yes, sir. 

Mr. Chertoff. And what was the condition of the loan when you 
came? 

Mr. Ritter. To the best of my recollection, that it had been ex- 
tended; but I thought that there were some documents still needed 
to be finished up on the extension at that time. 

Mr. Chertoff. Would you agree with me that there was a prob- 
lem with the documentation, and that this was a loan that you felt 
was among those that needed some attention? 

Mr. Ritter. In general, yes. 

Mr. Chertoff. Was there also a problem with the fact that there 
was no evidence that income from the sales of the lots was being 
used to reduce or pay off the loan? 

Mr. Ritter. Not at that time, I didn’t notice that. Later on, I 
think. 

Mr. Chertoff. Tell us what you noticed about that later on. 

Mr. Ritter. Well, since I’m off on the first date, I am not sure 
exactly when it was, but it must have been around 1982 that some- 
where along the line I discovered that there were some differences 
that had occurred to the loan — to the ownership of the property. 
And the other is that there were some land sales, or I thought 
there were at that time. I know there were some other land sales 
on property close by that seemed to catch my attention that some 
property was being sold, and possibly there were some contracts 
that were in force at that time. 

Mr. Chertoff. Can you explain a little bit more clearly why that 
would have caught your attention. Was there a concern that prop- 
erty was being sold but the proceeds were not being used to pay 
off the bank? 

Mr. Ritter. That is correct. 

Mr. Chertoff. Am I right in my understanding, that the original 
principal behind this loan was secured by a piece of property; you 
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expect that the McDougals and the Clintons are going to develop 
the property and sell it; and you anticipate that the income from 
the sales is going to be used to pay back the bank; right? 

Mr. Ritter. That is correct. 

Mr. CHERTOFF. That is kind of the basic principal of financing 
development; right? 

Mr. Ritter. That is correct. 

Mr. CHERTOFF. I guess you became concerned about two things 
at some point? Number 1 was lack of documentation? Right? 

Mr. Ritter. Yes, sir. 

Mr. CHERTOFF. Number 2 was a concern that perhaps there was 
property being sold but the money was not actually getting to you? 

Mr. Ritter. That is correct. 

Mr. Chertoff. Let me ask you and I know it is a tough question, 
but in terms of dealing with this loan, at this point were you 
aware, or was there a point where you became aware that Mr. 
Clinton was the Governor? 

Mr. Ritter. Yes, sir. 

Mr. Chertoff. Did that affect your dealing with this loan? 

Mr. Ritter. I don’t believe — well, it did in a way. Probably the 
way that it would any other really good customer of the bank. I 
considered it, yes. 

Mr. Chertoff. Would you agree with me, it kind of made you 
walk softly, or maybe be a little bit more sensitive on how you 
dealt with this loan? 

Mr. Ritter. Very much so. 

Mr. Chertoff. Were the loan payments frequently past due? 

Mr. Ritter. There was a lot of work to be done on it. I don’t re- 
call exactly when it was past due, but it seems to me that when 
it was due for renewal that the renewals were not made at the 
time that they should have been, either due to a lack of documenta- 
tion or a lack of proper monies being paid for interest. 

Mr. Chertoff. In connection with these renewals, I guess that 
would be at the end of every year or so there would be a require- 
ment to renew the loan. You have indicated that there were some 
difficulties with that. Did you ever have a direct contact with either 
of the Clintons in connection with this loan? 

Mr. Ritter. Yes, sir. 

Mr. Chertoff. With whom? 

Mr. Ritter. Both Mr. Clinton and Mrs. Clinton, at one time or 
another. 

Mr. Chertoff. Would you tell us about those? 

Mr. Ritter. The first that I recall would have been a contact 
with Mrs. Clinton and Mrs. McDougal early on in my career at 
Citizens Bank. I don’t remember whether James McDougal was 
with them or not at that time, but I do remember the two ladies 
coming in, and I do remember the preparation to make sure that 
we looked pretty attractive as a bank to both of them. It was an 
event that would have been hard not to remember. 

Mr. Chertoff. Tell us what happened? Did they both come in 
together? 

Mr. Ritter. Yes, sir. However, I can honestly tell you that I don’t 
remember exactly at that period of time — it has been quite awhile 
back — whether it was to renew a note, or — but I am sure it was — 
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and I believe it would have been somewhere about 1981 or some- 
where in there. I remember where I was sitting in the middle office 
of the bank at that time. I remember the two ladies being attrac- 
tively dressed, and Mrs. McDougal was hard to miss in those days, 
too. Other than that, I remember renewing the note and getting 
the signatures and a lot of cordialities, and good-bye. 

Mr. Chertoff. Did they- 

Senator Sarbanes. Mr. Ritter, excuse me. I didn't catch that. Did 
you say this was in 1981? 

Mr. Ritter. I don't remember exactly, Senator. 

Senator Sarbanes. About 15 years ago? 

Mr. Ritter. Around there. 

Senator Sarbanes. OK. 

Mr. Chertoff. Now, Mr. Ritter, you said there was a second 
time or a second occasion when you saw Mrs. McDougal and Mrs. 
Clinton together? 

Mr. Ritter. Well, I thought I had, but that's a possible mistake. 
I don't know. 

Mr. Chertoff. On the occasion you do remember seeing them to- 
gether, did you have a discussion with them about the actual terms 
and conditions of the loan? 

Mr. Ritter. Yes. At one time we discussed — and the one time I 
do remember is the time where usury had been changed. In Arkan- 
sas there was a relief from the original usury statutes which made 
us charge 10 percent at that time. I remember renewing the note 
at that time, or extending the note, or modifying it, whatever you 
prefer, and the rate of interest would have been higher — and I 
would have to see the records, but I have not referred to them — 
the rate of interest would have been significantly higher, going 
from say a 10 percent loan to a 17 or 18 percent loan. 

I remember the discussion about it. There was a little bit of 
humor that went with it. After all the work that was done on 
changing the usury statute, we have to pay this higher rate of in- 
terest? But I assumed at that time it was more of an in-jest type 
of thing. 

Mr. Chertoff. Who said that? 

Mr. Ritter. I don't remember if it was Mrs. Clinton or Mrs. 
McDougal, but I think it was Mrs. Clinton. 

Mr. Chertoff. So it is clear to you, at least in your discussions 
with Mrs. Clinton, you had discussions about the amount of inter- 
est; she was aware of the terms of the loan; she was aware of the 
interest rate; and you had a conversation with her about it? 

Mr. Ritter. I presume she was aware of all that. I believe that 
she signed the document in my office, along with Mrs. McDougal. 

Mr. Chertoff. Mrs. Clinton appeared generally knowledgeable 
to you about financial matters? 

Mr. Ritter. There was nothing that indicated differently. 

Mr. Chertoff. I am going to refresh your memory from your 
deposition at page 52: 

Question: Did both ladies appear to be knowledgeable about the loan, about the 
real estate deal? 

Answer: They seemed to be, and they seemed to be knowledgeable about the inter- 
est rate and everything else. 

Mr. Ritter. That is true. 
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Mr. Chertoff. Did you also have telephone contact with Mrs. 
Clinton about the loan? 

Mr. Ritter. Yes, sir. 

Mr. Chertoff. On how many occasions? 

Mr. Ritter. I don’t remember how many, but at least once. And 
through her staff occasionally there was documents that were need- 
ed, so the follow-up would have been through there. 

Mr. Chertoff. Would you agree with me that you thought Mrs. 
Clinton and Mrs. McDougal were both pretty sharp? They were 
fairly knowledgeable about real estate and the transactions? 

Mr. Ritter. I had that impression; yes, sir. 

Mr. Chertoff. Now still focusing on this loan, what is the con- 
cept of loan-to-value? 

Mr. Ritter. Well, my opinion, of course, is probably different 
than my predecessors simply because I viewed it as speculative 
land for one thing, and probably would have expected more of a 
downpayment than that, but be that as it may we had it and now 
it was time to move on with it. 

Mr. Chertoff. What you have alluded to is your assessment of 
this loan when you came in; that the value of the collateral was 
not really sufficient for the amount of money because it was based 
on a speculative — there was speculation involved in the underlying 
venture? 

Mr. Ritter. As best I can remember back — it was been a long 
time ago — was that at that time, in my opinion, based on the sales 
price is what I was going on, it had nothing to do with a pure ap- 
praisal of the property or anything else — it was just 10 percent 
down, which was rather low for speculation. 

Mr. Chertoff. You would have wanted a bigger downpayment? 

Mr. Ritter. Normally, yes. 

Mr. Chertoff. Did you know that the downpayment itself had 
been borrowed from another bank? 

Mr. Ritter. Not that I remember. 

Mr. Chertoff. Am I correct that fact would have increased your 
discomfort about the loan? 

Mr. Ritter. Probably. 

Mr. Chertoff. Now, Mr. Denton, let me get back to you and the 
downpayment, the $20,000 unsecured loan. There came a point in 
1980, that you became disturbed because the loan became due and 
no principal had been paid. Is that right? 

Mr. Denton. I think I became concerned before 1980. As I recall, 
it would have been the first annual renewal in June 1979. 

Mr. Chertoff. Tell us about that? 

Mr. Denton. The original note was a 1-year maturity. There had 
been non-reduction at that maturity date. I had known that the 
loan was for equity in a real estate transaction. It became evident 
that the project was not generating sufficient cash to service the 
first mortgage as well as the equity loan. I then began to press Mr. 
McDougal for reductions in the indebtedness. I was told that funds 
were not available for that reduction. And as a result of that, in 
June 1979, I then came to place the note on shorter maturities, as 
I recall, 90 days, perhaps 6 months at that time. 

Mr. Chertoff. Then what happened? 
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Mr. Denton. Nothing happened. The loan was renewed a couple 
more times. Each time I began to increase the pressure on Mr. 
McDougal for reductions and/or a committed repayment program, 
none of which was forthcoming. 

Mr. Chertoff. What happened in the end? 

Mr. Denton. As I recall, the last renewal was approximately De- 
cember 1979, and the note was renewed for an additional 6-month 
maturity. In the interim, Mr. McDougal had become involved with 
another investor in an unrelated project in Little Rock, the acquisi- 
tion of an apartment building and conversion to condominiums. 
The project was behind schedule and was not selling, so the bank 
found itself with two loans of Mr. McDougals’ involvement that 
were creating problems. I increased my pressure for solutions to 
those loans and began asking Mr. McDougal to make other ar- 
rangements for liquidation of those loans. 

Mr. Chertoff. Did he eventually use money from another source 
to pay off the loan? You insisted on that? 

Mr. Denton. I was under the impression that — let me backstep 
one other step. Mr. McDougal had become interested in acquiring 
the outstanding stock of the Bank of Kingston. It was a small bank 
up in North Central Arkansas. I, through the bank, had no interest 
in providing that acquisition loan because of the existing two loans, 
the apartment conversion and the equity loan with the Clintons. 

So I indicated to Mr. McDougal that before the bank, the Union 
National Bank would entertain the new loan application, that 
those two problems had to be solved. And as a result of that, the 
$20,000 loan was repaid; and the loan to McDougal and the other 
investor was liquidated. I understand it was moved to another fi- 
nancial institution thereby solving our bank’s problems with those 
two loans. We subsequently did provide the financing for the Bank 
of Kingston. 

Mr. Chertoff. I’m sorry. Finish. 

Mr. Denton. I was trying to go back to where I had sidestepped 
in answering your original question. I was under the impression 
that the $20,000 loan that was in the name of McDougal and Clin- 
ton had been liquidated from the proceeds of a loan to the partner- 
ship that was doing the apartment complex development. 

Mr. Chertoff. Is it your general impression Mr. McDougal was 
very good at moving money around and using loans from one insti- 
tution to pay off money to another institution? 

Mr. Denton. I would restrain from describing it as “good,” but 
he did it very frequently; yes. He was a user of 

Mr. Chertoff. I guess we should use “bad at it.” 

[Laughter.] 

Let me ask you about this concept, Mr. Ritter, because we see 
a little bit of this already of going to different institutions and kind 
of taking a little here, and a little there, and moving it around. Did 
there come a point in 1982 that in order to pay off interest charges 
on the Whitewater loan at the Citizens Bank, that the Whitewater 
group took out a second loan from Citizens in order to pay the in- 
terest on the first loan? 

Mr. Ritter. Without referring back to documents or notes, I be- 
lieve that was correct. 
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Mr. Chertoff. Now tell us about that transaction as best you 
can recall? 

Mr. Ritter. As best I can recall, I believe either Mr. McDougal 
or Mr. Wade had called and requested an extension of an addi- 
tional $20,000. I think the pressure might have been prior to that 
when we had a note due for renewal and I think I was trying to 
renew the note — and I am recalling back a long way at this time, 
Senator 

Mr. Chertoff. I am not a “Senator,” but go ahead. 

Mr. Ritter. Oh, I am sorry. The amount of money that would 
have been due at that time, there was a problem and I do not re- 
member exactly what it was, but there was some reason that it 
could not be met. There was a request for additional money, and 
I was not sure that it was going to interest at that time that I re- 
call back, if I had those notes I might be able to tell you a little 
bit better, but I think from what I have heard, just basically that 
is where it ended up going. 

Mr. Chertoff. Is it an appropriate way to deal with interest on 
a loan, generally, to borrow money from one source, whether it be 
at the same bank or another bank, and use it to pay off* interest 
due on another note? 

Mr. Ritter. Probably not. Except I could go a little bit further 
on that. That is, there were certain things that probably occurred 
back in 1980 that would not occur today. The banking structure 
was a little bit differently then than now. I think at that time the 
most they required was identification of that particular event, rath- 
er than — it was just a red flag. 

Mr. Chertoff. Our time is up. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I am going to yield to Mr. Ben-Veniste, but 
I just want to sort of jump to the end, if I could, for a moment. 
Mr. Ritter, did these loans get all repaid in the end? 

Mr. Ritter. I have no knowledge of that. 

Senator SARBANES. Does anyone at the table have knowledge of 
that? 

Mr. Proctor. Yes. They have all been repaid. 

Senator Sarbanes. They were all repaid? 

Mr. Ritter. Yes. 

Senator Sarbanes. Was all the interest paid on them? 

Mr. Ritter. Yes. Every penny. 

Senator Sarbanes. Every penny was paid? 

Senator Sarbanes. Then there was a loan that you talked about, 
Mr. Denton. Did that one get repaid? 

Mr. Denton. The $20,000 loan? 

Senator Sarbanes. Right, I guess that is it. 

Mr. Denton. I referred to several loans, sir. 

Senator Sarbanes. I guess the $20,000 loan. Did that get repaid? 

Mr. Denton. I can answer the question. The $20,000 loan was 
repaid. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Good morning, panel. 

Mr. Burge, let me start with you because, chronologically I guess 
you come first. The loan that you have testified about was made 
some 18 years ago. Is that correct? 
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Mr. Burge. That is correct, 1978. 

Mr. Ben-Veniste. At the time, at the Bank of Flippin, what was 
the interest rate being charged on commercial loans of a similar 
nature? 

Mr. Burge. Ten percent. 

Mr. Ben-Veniste. Was the loan which was taken out with re- 
spect to the Whitewater property made at market? 

Mr. Burge. Yes, sir, it was. 

Mr. Ben-Veniste. In that respect, Mr. McDougal and Mr. Clin- 
ton — who was not at that point Governor Clinton — were charged 
the same rate as other commercial borrowers? 

Mr. Burge. That is correct. 

Mr. Ben-Veniste. What was the term of the loan? 

Mr. Burge. Well basically, it was a 6-month note with a debend 
feature. 

Mr. Ben-Veniste. It was for 6 months. Was that the normal 
practice at the time with respect to a commercial loan? 

Mr. BURGE. At our bank it was. 

Mr. Ben-Veniste. Is that because, under the laws of Arkansas, 
the usury laws prevented banks from making higher-interest loans 
that would encompass a greater span of time? Was this short-term 
6-month commercial loan a way of ensuring that if interest rates 
rose, the bank would be protected by increasing the rate of interest 
charged the next time the loan would be renewed? 

Mr. Burge. Partly. 

Mr. Ben-Veniste. Was that the normal course for commercial 
lending practices at that time, in Arkansas, and at your bank, for 
short-term loans to be made and then renewed on a more or less 
regular basis? 

Mr. Burge. Yes, sir, they were. 

Mr. Ben-Veniste. Your bank made loans to others who were in 
the real estate development business. Is that correct? 

Mr. Burge. That’s correct, sir. 

Mr. Ben-Veniste. So in that respect, this loan was not unusual? 

Mr. Burge. No, sir, it was not unusual. 

Mr. Ben-Veniste. And as we have heard, the loan was eventu- 
ally paid off; correct? 

Mr. Burge. That’s the way I understand it. 

Mr. Ben-Veniste. Now with respect to you, Mr. Denton, is it cor- 
rect, sir, that Mr. McDougal had a prior history of borrowing from 
the bank at which you were then employed? 

Mr. Denton. Yes. 

Mr. Ben-Veniste. And, Mr. McDougal had, I take it, up to that 
point in 1978, repaid the loans which were made to him? 

Mr. Denton. Had either repaid, was in the process of repaying, 
or prospects were adequate that the absence of repayment was of 
no concern. 

Mr. Ben-Veniste. It was your bank that participated with Mr. 
Burge’s bank in taking the second part of the larger loan; correct? 

Mr. Denton. Yes. 

Mr. Ben-Veniste. That loan was put before the Bank’s lending 
committee, I take it. Was there an executive committee that met 
at your bank and passed on loan applications? 

Mr. Denton. Not at that time, no. 
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Mr. Ben-Veniste. Who participated in the approval of that loan? 

Mr. Denton. That loan was handled by a department that is re- 
ferred to as the “Correspondent Banking Department.” 

Mr. Ben-Veniste. That would have been run past the president 
of the bank? 

Mr. Denton. That's handled through the Correspondent Banking 
Department. Mr. Howard Qualls was the Senior Vice President in 
charge of that department. 

Mr. Ben-Veniste. He had the authority to sign off on that loan? 

Mr. Denton. That is accurate. 

Mr. Ben-Veniste. So at some point, all of this at your bank 
merged, the $20,000 and — what was the exact amount of the par- 
ticipating amount? 

Mr. Denton. Ninety-one thousand-and-some-odd dollars. 

Mr. Ben-Veniste. Thereafter, these loans were renewed. Were 
they renewed at market, do you know, Mr. Burge? 

Mr. Burge. Yes, sir. 

Mr. Ben-Veniste. Is there anyone here who has reason to be- 
lieve that the rates that were charged were somehow out of line 
with commercial loans at that time? 

Mr. Proctor. No, sir. At this time the rates were all pretty much 
to the maximum because we were under the usury. So everyone 
had to pay in the State at that time, is I recall, gentlemen, about 
the maximum rate to be able to support the other type lending that 
we did. 

[No dissent is heard.] 

Mr. Ben-Veniste. Hearing no dissent, let me ask this question, 
Mr. Ritter. Did there come a time when interest rates rose dra- 
matically? 

Mr. Ritter. That is correct. 

Mr. Ben-Veniste. Did they, indeed, rise above 20 percent? 

Mr. Ritter. Yes. 

Mr. Ben-Veniste. This resulted, therefore, in the increase in the 
interest rate charged on this loan? 

Mr. Ritter. It did, based on the discount rate, or the window 
rate, rather, than the true prime rate. 

Mr. Ben-Veniste. Well, all of the rates rose pretty much in pro- 
portion at that time. 

Mr. Ritter. That's correct. 

Mr. Ben-Veniste. So, there was a greater squeeze on all devel- 
opers who had borrowed money in order to finance real estate de- 
velopment projects. Is that correct, sir? 

Mr. Ritter. That is correct. 

Mr. Ben-Veniste. I take it that across the board in Arkansas as 
well as the rest of the country that put a squeeze on businessmen 
who had to borrow money and then pay off loans at a higher rate 
than they had initially bargained for when they first took out the 
loans? 

Mr. Ritter. That is correct. 

Mr. Ben-Veniste. So it is not unexpected that there may have 
been some late repayment of loans across the board in Arkansas 
at the time? 

Mr. Ritter. That is also correct. 
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Mr. Ben-Veniste. Now, Mr. Denton, you are not at this time em- 
ployed in banking, are you, sir? 

Mr. Denton. No, I am not. 

Mr. Ben-Veniste. Mr. Chertoff made reference to your relation- 
ship with the Independent Counsel's Office. Let me ask you, sir, 
whether you have been prosecuted by the Independent Counsel? 

Mr. Denton. No. 

Mr. Ben-Veniste. Were you granted immunity from prosecution? 

Mr. Denton. I was granted use immunity. 

Mr. Ben-Veniste. Was that at your request? 

Mr. Denton. Yes. 

Mr. Ben-Veniste. That immunity provides that you will not be 
prosecuted for anything that you reveal to the Independent Coun- 
sel other than for perjury or obstruction of justice. Is that correct? 

Mr. Denton. That is accurate. 

Mr. Ben-Veniste. Let me ask you, prior to your deposition that 
was taken recently, whether you have had any contact with any 
staff member of this Committee? 

Mr. Denton. I have not, prior to yesterday. 

Mr. Ben-Veniste. Now let's go through the chronology starting 
in, I guess it goes all the way back to 1978. Let's start with the 
Union National Bank. According to the Pillsbury Madison Report, 
that loan was repaid on June 23, 1980. Is that correct? 

Mr. Denton. That is my understanding; yes. 

Mr. Ben-Veniste. With respect to the Citizens Bank loan, that 
loan was repaid in 1992. Is that correct, Mr. Proctor? 

Mr. Proctor. Yes. 

Mr. Ben-Veniste. What we have had here is a confluence of two 
panels, which makes it a little bit more difficult. Yesterday, we 
only had one witness, so that was easier to keep straight. Today, 
we have two panels merged into one. So we will have to deal with 
this as best we can. Mr. Proctor, when did you come into the pic- 
ture with respect to these loans? 

Mr. PROCTOR. I started at the bank in November 1981, but did 
not actually start working on the loan until approximately 1983 or 
1984. 

Mr. Ben-Veniste. In your view, did this loan receive special pref- 
erential attention and treatment? 

Mr. Proctor. I think that any time a small bank in our commu- 
nity has a loan outstanding to, in this case, something of a celeb- 
rity, that would receive attention from both internal officers as well 
as people outside of the bank, as auditors or examiners would look 
at that loan, as well. 

Mr. Ben-Veniste. With that in mind, the fact is that it would 
receive special attention both from auditors and the higher-ups at 
the bank. Can you say whether there was any favors given, wheth- 
er there was any impropriety associated with the making or the 
monitoring of these loans? 

Mr. Proctor. Well, of course, now, I was not there when the 
loan was made, but I will discuss the monitoring of it. We were 
forced to — not “forced,” but we maintained a loan probably better 
than most loans in the bank because we knew of the attention that 
it would receive as far as file memos, attempting to keep it prop- 
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erly documented with financial statements — so, yes, we paid very 
close attention to it. 

Mr. Ben-Veniste. So if I understand what you are saying, other 
borrowers might have been cut a little bit more slack because they 
might not have been receiving the same kind of scrutiny? 

Mr. Proctor. I would agree. 

Mr. Ben-Veniste. Now, Mr. Denton, you are not suggesting that 
other unsecured loans were made at the time of this $20,000 loan 
18 years ago, are you? 

Mr. Denton. To other parties, other borrowers? 

Mr. Ben-Veniste. Yes. Other borrowers. 

Mr. Denton. Oh, an unsecured loan is the easiest type of loan 
to make. 

Mr. Ben-Veniste. And $20,000 was not a huge amount of money 
for an unsecured loan in your banking experience? 

Mr. Denton. No. 

Mr. Ben-Veniste. At the very time that the unsecured loan was 
being made to Mr. McDougal and Mr. Clinton, your bank was mak- 
ing other unsecured loans to other borrowers? 

Mr. Denton. That’s accurate. 

Mr. Ben-Veniste. This loan was repaid in a timely way? 

Mr. Denton. No. 

Mr. Ben-Veniste. It wasn’t repaid in a timely fashion? 

Mr. Denton. No. 

Mr. Ben-Veniste. What was the problem? 

Mr. Denton. The loan was renewed numerous times with re- 
peated requests for reductions which were not forthcoming. 

Mr. Ben-Veniste. Pardon me? 

Mr. Denton. The loan was renewed a number of times. There 
were requests for reductions which were not forthcoming, so that 
certainly could not be described as repaid in an orderly fashion. 

Mr. Ben-Veniste. Well, let’s break this down. First of all, was 
all the interest ultimately paid on the $20,000 loan? 

Mr. Denton. Yes, ultimately. 

Mr. Ben-Veniste. It was all paid, at market rate? 

Mr. Denton. I don’t know 

Mr. Ben-Veniste. Do you have reason to believe it wasn’t, Mr. 
Denton? 

Mr. Denton. Yes. Knowing the history of rates in Arkansas, I 
am confident that it was not at market some of those times. 

Mr. Ben-Veniste. All right, let’s break it down. Which ones do 
you claim were made below market? 

Mr. DENTON. Sir, I don’t know what national rates were in the 
particular time. I haven’t researched it. I certainly could, but I just 
don’t have that 

Mr. Ben-Veniste. Why are you using national rates? Was that 
the basis upon which your bank made the loans? 

Mr. Denton. Yes, sir. Basically we structured credits based on 
the cost of funds which were acquired in the national bank system. 

Mr. Ben-Veniste. If you are making an allegation here that 
there was favoritism, let’s get chapter and verse. 

Mr. Denton. I don’t recall making an “allegation.” I answered 
your question about if it was national rates. 
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Mr. Ben-Veniste. Well, I asked you whether it was made at 
market rates. 

Mr. Denton. Market rates. 

Mr. Ben-Veniste. By “market rate,” I mean, the rate your bank 
was charging contemporaneously with the renewal. 

Mr. Denton. I charged the legal maximum of 10 percent. The 
loan was granted at 10, which is the absolute greatest rate the 
bank can charge at the time. It was renewed at that time. Subse- 
quently, there was Federal override legislation that permitted some 
greater rates. As I recall, even those overrides did not permit a 
rate equal to, which would have been market rate. 

Senator Sarbanes. Now are you setting out the market rate as 
something different from the legal limit rate in Arkansas? 

Mr. Denton. Yes, sir. 

Senator Sarbanes. You could not charge the market rate; right? 

Mr. Denton. No, sir. 

Senator Sarbanes. You could not charge these people anything 
other than the legal limit rate; is that correct? 

Mr. Denton. That’s correct. 

Senator Sarbanes. Or anyone else? 

Mr. Denton. That is accurate. 

Senator Sarbanes. No other borrower. 

Mr. Denton. That is accurate. 

Senator SARBANES. These people were charged the legal limit 
rate, were they not? 

Mr. Denton. That’s accurate. 

Senator Sarbanes. Just like any other borrower? 

Mr. Denton. Not just like any other borrower, but they were 
charged the legal, maximum rate permitted in Arkansas at that 
time. 

Senator SARBANES. That is right. So your reference to “market 
rate,” is really irrelevant because it wasn’t available to you under 
Arkansas law to charge the national market rate; correct? 

Mr. Denton. No, sir. That’s incorrect. 

Senator SARBANES. Why is it? 

Mr. Denton. Many times persons were not given access to credit 
because of those restrictions, the Arkansas restriction. That was a 
big argument in the State that subsequently permitted an override 
of that Constitutional limitation. 

Senator Sarbanes. No, no. But if you made a loan, the maximum 
rate you could charge on that loan was set by the Arkansas law, 
was it not? 

Mr. Denton. Yes, sir. 

Senator Sarbanes. Wasn’t that true in every bank? 

Mr. Denton. Yes. 

Senator Sarbanes. In Arkansas? 

Mr. Denton. Yes. 

Senator Sarbanes. All right. 

Mr. Ben-Veniste. And your bank was in the business of lending 
money; is that correct? 

Mr. Denton. Yes. 

Mr. Ben-Veniste. Are you suggesting you lost money every time 
you made a loan to someone at the maximum rate? 

Mr. Denton. Yes. Would you ask the entire panel that question? 
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Mr. Ben-Veniste. OK. I will be educated. Everyone was losing 
money by lending money at the maximum rate? 

Mr. Ritter. That is correct. 

Mr. Ben-Veniste. Mr. Patterson, did you have a moratorium and 
try to close your doors so that no one else could do business? 

Mr. PATTERSON. For a certain period of time there was a position 
that Arkansas was at a disadvantage with the Nation, everybody 
in Arkansas, and probably we would not have made loans to some- 
body out of the State of Arkansas, and we would have only serviced 
loans that were people that we realistically thought were our cus- 
tomers. 

Mr. Ben-Veniste. OK, and this 

Mr. Patterson. But this was for a window of time, which 

Senator Sarbanes. That was only when the national rates moved 
up to very high levels. That lasted only for a limited period of time. 
Is that not correct? 

Mr. Patterson. Well, I agree with the theory that you are say- 
ing. We were at risk for a far longer period of time, but this loan 
was the same as all other loans was what I thought we were trying 
to ascertain. 

Mr. Ben-Veniste. That is the point. Whether there was favor- 
itism because a rate was charged below what others were paying? 
As this process of renewing the loans on a short-term basis went 
forward, and as rates eventually came down, I take it you went 
back into a profitable mode with respect to your lending practices. 

If on the other hand, the banks in Arkansas had stopped extend- 
ing credit, had called all the loans of all of their business clients 
on commercial loans, there would have been pandemonium. 

Mr. PATTERSON. There was pandemonium. 

Mr. Burge. Our economy became very stagnant. 

Mr. Ben-Veniste. All right 

Mr. Patterson. Let me explain that Federal funds got to 30 per- 
cent, and our customers were charged 10. But that has nothing to 
do with what I understanding we were discussing here. 

Mr. Ben-Veniste. When these loans were taken out in the first 
instance, the rates were more in line with your traditional rate of 
return. Correct? 

Mr. Patterson. At the concept, the loans were in perfect line, in 
1978. 

Mr. Ben-Veniste. So that the increase in the national interest 
rates at this time was not anticipated at the time the loans were 
taken out, and certainly not as a way to somehow borrow money 
below a national rate and make some kind of a killing. Is that fair 
to say, Mr. Burge? 

Mr. Burge. Yes. Yes, you are correct. 

Mr. Ben-Veniste. If someone had had a crystal ball to anticipate 
that rates would go from 10 to 21 percent, they could have made 
a lot more money than blowing money on the Whitewater Develop- 
ment project which lost money. 

Mr. Patterson. That is correct. 

Mr. Ben-Veniste. Mr. Ritter, I guess you have sort of underlined 
the problems of going back 18, 15, 17, 13 years ago. It was a pretty 
big deal for you to become the CEO of the bank at the time. 

Mr. Ritter. It was, but the date was 1980 and not 1979. 
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Mr. Ben-Veniste. So even with respect to an important day in 
your life, you were a year off, no one is faulting you on that. This, 
to me, sort of underlines the fact that we go after these dates with 
a scalpel expecting that people can have a precise recollection of 
events that happened so long ago. That is just not the way the 
world works, and not really the application of common sense to 
what were transactions of a far more mundane nature back 2 dec- 
ades ago. 

While I am with you, Mr. Ritter, is it correct that your contacts 
with Mrs. Clinton and Mrs. McDougal as to the way that the loans 
were renewed suggested nothing improper or unprofessional in 
terms of your understanding of the transactions, or your involve- 
ment personally? 

Mr. Ritter. Right. Number 1, they were limited. Number 2, it 
just was not. 

Mr. Ben-Veniste. Mr. Burge, did you understand when the loan 
was taken out that Mr. McDougal was the primary partner in- 
volved in this transaction? 

Mr. Burge. Yes, sir. 

Mr. Ben-Veniste. Your dealings were primarily with McDougal, 
I take it? 

Mr. BURGE. Yes, sir. 

Mr. Ben-Veniste. Had you had any contact with Mr. Clinton 
prior to the time that this became a matter that the news media 
took an interest in? 

Mr. Burge. No, sir. 

Mr. Ben-Veniste. So all the time up until then, all of the contact 
you had was with Mr. or Mrs. McDougal? 

Mr. Burge. Primarily Mr. McDougal. 

Mr. Ben-Veniste. All information of a financial nature that you 
received was from Mr. McDougal? Is that correct? 

Mr. Burge. That is correct. 

Mr. Ben-Veniste. Mr. Ritter, you dealt primarily with Mr. 
McDougal, as well, I take it? 

Mr. Ritter. That is correct. 

Mr. Ben-Veniste. Do you recall whether either Mr. or Mrs. Clin- 
ton ever called you directly with respect to the status of the loan? 

Mr. Ritter. I do not recall either one of them calling me directly. 

Mr. Ben-Veniste. Do you recall any occasion in which you have 
a specific recollection of discussing a loan with Mr. Clinton? 

Mr. Ritter. I do remember getting a signature from him one 
time that we needed on a document. To the precise time, I can't 
tell you when. 

Mr. Ben-Veniste. But other than that, you do not recall on that 
occasion that there was any extensive discussion or even substan- 
tive discussion about the loan itself, other than 

Mr. Ritter. Not the loan itself, because I think that all we were 
needing was documentation at this point. 

Mr. Ben-Veniste. Mr. Patterson, do you recall ever meeting with 
Mr. or Mrs. Clinton? 

Mr. Patterson. No, sir. 

Mr. Ben-Veniste. Your dealing, to the extent you had any deal- 
ings with the principals, was with Mr. McDougal? 

Mr. Patterson. Yes, sir. 
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Mr. Ben-Veniste. And Mr. Denton, your dealings were solely 
with Mr. McDougal? 

Mr. Denton. Yes. But I had one brief meeting with Bill Clinton, 
however. 

Mr. Ben-Veniste. According to the Pillsbury Madison Report, 
Mr. Chairman, at page 24 of the April 24, 1995: 

So far as anyone can determine from the available documentary evidence, little 
Whitewater financial information was transmitted to the Clintons. However, the 
Clintons did sign documents in connection with various loans and loan extensions. 
Letters to or from the Clintons were relatively infrequent. Available documents sug- 
gest that the Clintons wrote or received less than 20 letters pertaining to 
Whitewater between the project’s inception in 1978 and the end of 1986. 

Now in terms of the approval of the initial loan, Mr. Burge, is 
it correct, sir, that in your view Mr. Clinton’s involvement was of 
no material importance? 

Mr. Burge. That’s correct. 

Mr. Ben-Veniste. As far as you were concerned, the point of con- 
tact and the individual with whom you were concerned, in connec- 
tion with making this loan, was Mr. McDougal and his record? 

Mr. Burge. That is correct. 

Mr. Ben-Veniste. At the point when the loan was made, is it 
correct that Mr. McDougal had enjoyed a good reputation in terms 
of being profitable in real estate development? 

Mr. Burge. That is correct. 

Mr. Ben-Veniste. In terms of his creditworthiness at the time, 
did you have information that led you to believe he was a good 
credit risk? 

Mr. Burge. Past performance. 

Mr. Ben-Veniste. That led you to conclude that he would be a 
good credit risk, I take it? 

Mr. Burge. That’s correct. 

Mr. Ben-Veniste. The confidence, in connection with the making 
of the loan, was borne out by the fact that the loan was ultimately 
repaid? 

Mr. Burge. That’s correct. 

Mr. Ben-Veniste. I take it that during this period of time there 
were a substantial number of business failures of commercial loans 
and loans which could not be repaid? 

Mr. Burge. I’m sure there was. 

Mr. Ben-Veniste. Mr. Ritter, I take it that is the experience that 
you saw in Arkansas, as well? 

Mr. Ritter. I guess I was not listening as closely as I should. 

Mr. Ben-Veniste. At the time that the Whitewater loan was 
being serviced and repaid, were there other commercial loans, sub- 
stantial loans, which led to bank failures throughout the United 
States, loans that were not repaid and that caused the banks to 
lose substantial funds. 

Mr. Ritter. I presume that is correct. 

Mr. Ben-Veniste. There were all kinds of workouts, reductions, 
extensions during this period of time? 

Mr. Ritter. There could have been. I am just not knowledgeable 
about the rest of the world. 

Mr. Ben-Veniste. Mr. Patterson, can you comment on that? 

Mr. Patterson. I believe the record would show that there were 
many failures in the Nation. 
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Mr. Ben-Veniste. Mr. Proctor. 

The Chairman. Richard, what are we doing? 

Mr. Proctor. Yes, sir. This 

The Chairman. Oh, come on. 

Mr. Proctor. — was typical of the time. 

The Chairman. You know, this is well beyond now. Counsel, do 
you have more relevant questions to ask? The history of the bank 
failures during that period of time is well documented. Do you have 
a particular question as it relates to the record to ask these wit- 
nesses? We know it. It is well established. Please, let’s try to stay 
on the issues that you want to develop. Continue. 

Mr. Ben-Veniste. Well, Mr. Chairman 

The Chairman. I am not going to permit us to continue to waste 
time. I will tell you, if we are going to be asking about bank fail- 
ures during this period of time, let the record demonstrate you can 
put anything in there that you want and we will take it. You can 
read it publicly. 

There were numerous bank failures; numerous people did not 
pay. If you want to address related issues as to the status of the 
loan, how it came about, whether or not it was kept, that is only 
appropriate. But, please, let us attempt to move this thing along. 

Senator Sarbanes. Well, Mr. Chairman, I think it is important 
to draw from these witnesses the important testimony that, while 
this loan was in the end paid in full, there were other loans that 
were made at the time by these respective bankers upon which 
there was default. 

The Chairman. We take note. There were many of them. 

Mr. Ben-Veniste. I think it is relevant, Mr. Chairman, in this 
way. There has been questioning as to whether every payment was 
made on time; whether every dollar that was collected from the 
sale of property was paid to reduce the principal. It is as though 
we are looking in a vacuum. We are not looking in a vacuum. We 
are looking at very tough economic times for borrowers in Arkansas 
and other parts of the country. When we focus on whether there 
was an extension of 3 months or some such period of time before 
interest payments were caught up, I think we have to look at that 
in the context of what else was going on. And in that respect, I 
think it is quite relevant, most respectfully, Mr. Chairman. 

The Chairman. The point has been well made. Can we move on? 

Mr. Ben-Veniste. Let’s move to your side, if we may. 

Senator Sarbanes. The red light is on. 

The Chairman. Senator Faircloth. 

OPENING COMMENTS OF SENATOR LAUCH FAIRCLOTH 

Senator Faircloth. Thank you, Mr. Chairman. 

Mr. Denton, Senator Simon asked you a question earlier about 
whether the President asked you to do something illegal, indirectly. 
Could you elaborate on that, sir? What did he ask you to do, and 
through whom? 

Mr. Denton. Sir, I was attempting to make sure I understood 
the question. I did not recall that it was limited to being illegal. 
My thought process was that many times transactions occurred 
that the instructions or requests did not come directly from Bill 
Clinton. As an example, the $20,000 loan that Union Bank made 
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came to me through an emissary, and perhaps through a couple of 
them before I received it. That was my point I was attempting to 
make. In my opinion, that was not an acceptable banking practice 
in extending that loan. 

Senator Faircloth. Who asked you to extend the loan? 

Mr. Denton. An emissary for the owner of the bank asked that 
that loan be granted. 

Senator Faircloth. An emissary for the owner of the bank came 
to you an executive officer of the bank? 

Mr. DENTON. That is correct. 

Senator Faircloth. Let me follow this now. The owner of the 
bank sent you word that you ought to extend this loan? 

Mr. Denton. That is correct; yes. 

Senator Faircloth. As executive of the bank, you didn't think 
the loan ought to be extended? 

Mr. Denton. I'm sorry? I did not understand the last words. 

Senator Faircloth. You did not really think this loan should be 
extended? 

Mr. Denton. The point I make, in distinction, sir, is that had it 
been an arms' length loan by a client walking in off the street, I 
likely would not have granted that loan. 

Senator Faircloth. In other words, if the order had not come 
down from the owner of the bank, you would not have extended the 
loan; you would have foreclosed? 

Mr. Denton. Well, a number of circumstances would have en- 
tered into that picture. The loan, with the information that I had 
in hand and with the financial information of the borrowers that 
was supplied to me, under those conditions that loan would not 
have been granted. 

Senator Faircloth. Who came to you? 

Mr. Denton. It was either Gene Smith or Paul Berry who were 
employed by the bank and worked directly for Herbert McAdams, 
the owner. 

Senator Faircloth. Did the person that came to you, Gene 
Smith or the owner himself, ever tell you why he especially wanted 
this loan extended? The reason to make an exception here? 

Mr. Denton. On this particular loan, sir? 

Senator Faircloth. Yes. 

Mr. Denton. As I recall, the emissary indicated to me that the 
loan was to be granted because Bill Clinton was an up and rising 
star in the political arena in Arkansas. 

Senator Faircloth. Was he the Governor at that time? 

Mr. Denton. No, sir, he was the Attorney General. 

Senator Faircloth. So it was granted for political reasons. Are 
you aware whether Mr. McDougal was promised or given anything 
by Bill Clinton in exchange for the fundraiser that he held? 

Mr. Denton. No, sir, I am not aware of any direct consideration 
that changed hands. 

Senator Faircloth. How about indirectly? 

Mr. Denton. I do know that Mr. McDougal operated in that 
manner. It was not uncommon for favors to be passed about by the 
parties involved. 

Senator Faircloth. Bill Clinton? 
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Mr. Denton. Bill Clinton’s emissaries, I again had no direct con- 
tact with Bill Clinton. I had, as I recall, perhaps three very brief 
contacts with Bill Clinton, and certainly no extended discussions 
regarding any subjects. 

Senator Faircloth. But it was common practice for favors to be 
granted? 

Mr. Denton. I don’t know how common it was. It certainly was 
not infrequent. / 

Senator Faircloth. Do you think the leasing of the space by the 
Arkansas Development Finance Agency was connected to this? 

Mr. DENTON. I think that it was one of those favors that was ex- 
tended, yes. I have no evidence that would support that. It is sim- 
ply an observation that I would make. 

Senator Faircloth. Are you aware of whether Mr. or Mrs. Clin- 
ton had a loan with Madison Guaranty or were a co-signer or a 
guarantor of any loans there? 

Mr. Denton. I think I have been asked not to address Madison- 
related transactions, sir. 

Senator Faircloth. By whom? 

Mr. Denton. By the Office of the Independent Counsel. 

The Chairman. Senator 

Senator Faircloth. That concludes me. 

The Chairman. Senator Bennett. 

[No response.] 

The Chairman. Senator Murkowski. 
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OPENING COMMENTS OF SENATOR FRANK H. MURKOWSKI 


Senator Murkowski. Thank you, Mr. Chairman. I appreciate you 
accommodating my timeframe. 

I am going to refer a question to Mr. Burge relative to an ap- 
praisal that is dated August 1978. I believe it bears your signature 
wer| listing the value of 1,100 acres at $242,000. I wonder if this exhibit 
is available for Mr. Burge to look at and comment on? 

The Chairman. Do we have a copy of that for the Minority? 
Senator Murkowski. Mr. Burge, are you familiar with this? 

Mr. Burge. I don’t think I have a copy of that, Senator. 

The Chairman. Can we see if we can get them? We will get cop- 
ies made and see if we can proceed along another line. 

[Document distributed.] 

Senator Murkowski. What I am interested in, Mr. Burge, is a 
risin description of the land that was taken as collateral. As I under- 
stand it, there was an effort by the two banks involved, Union and 
Citizens, because of an overline. Who was the lead bank on the 
credit, Mr. Burge? 

Mr. Burge. Our bank was, Citizens Bank & Trust. 

Senator Murkowski. Citizens Bank. So you took what, $91,000 
or $90,000, or something of the original loan. Then you had a par- 
ticipation with Union? 

Mr. Burge. That’s correct. 

J Senator Murkowski. But you are the lead bank, so you basically 
sold them $91,000 of the credit. Right? 

Mr. Burge. That is correct. 

Senator Murkowski. And you maintained the files and the docu- 
mentation? 
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Mr. Burge. That is correct. 

Senator Murkowski. You did the appraisal? 

Mr. Burge. Yes, sir, I did. 

Senator Murkowski. Describe the land you used as a basis for 
the loan? In other words, you took a mortgage, a deed of trust, I 
assume? 

Mr. Burge. There was a mortgage. The property was approxi- 
mately 230 acres on the White River. It also fronted part of the 
Crooked Creek area. 

Senator Murkowski. What did it have on it? 

Mr. Burge. It was timber. Very little vacant or open 

Senator Murkowski. Commercial timber? 

Mr. Burge. Not in the sense of pine. It was hardwood. 

Senator MURKOWSKI. Well, you are a banker. Would you consider 
it improved or unimproved property? 

Mr. Burge. It was unimproved property. 

Senator Murkowski. Unimproved property. What is the policy of 
your bank on loans on unimproved property? 

Mr. Burge. My current bank? 

Senator Murkowski. No, when you were with Citizens? 

Mr. Burge. We were a rural bank, and we lent on any type of 
real estate around that was 

Senator Murkowski. Improved or unimproved? 

Mr. Burge. Improved and unimproved. 

Senator Murkowski. Did you require any equity contribution? 

Mr. Burge. Yes. We always did. 

Senator Murkowski. And in this case, was there an equity con- 
tribution? 

Mr. Burge. Yes, sir. 

Senator Murkowski. From what source? 

Mr. Burge. From the principals. 

Senator MURKOWSKI. The principals? You didn't question where 
the principals got that money? 

Mr. Burge. No, sir, we didn't. 

Senator Murkowski. Where did the principals get that money? 

Mr. BURGE. I found out like everybody else that they borrowed 
the money from Union National Bank. 

Senator Murkowski. Now let me turn to Union National Bank. 

Senator Sarbanes. Just to be clear, Frank, when did you find 
that out? Here recently? 

Mr. Burge. I read it in the newspaper. 

Senator Sarbanes. You didn't know that at the time. 

Senator Murkowski. Let's go to Union Bank because Union took 
$91,000 of the loan as a participant and basically purchased that 
and reimbursed Citizens. Right? 

Mr. Burge. Yes, sir. 

Senator Murkowski. Did you have a copy of the appraisal of the 
land? I am talking to Mr. Denton, I believe. 

Mr. Denton. Sir, I directly was not involved with that loan. It 
was handled by the bank in which I was employed, but I had 

Senator Murkowski. Who was involved in that loan? 

Mr. Denton. The documents reflect a Morris Jackson handled 
the paperwork, and accepted and signed the loan participation. 
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Senator Murkowski. Have we taken the deposition of that gen- 
tleman? 

Mr. Chertoff. Of Marlin Jackson? 

Senator Murkowski. Yes. 

Mr. Chertoff. Yes, we have, Senator. 

Senator Murkowski. Do we have any 

Mr. COLE. Excuse me? Morris Jackson? I think there is a mis- 
understanding here. 

Mr. Denton. I think Morris Jackson is deceased. 

Mr. Chertoff. Obviously, we did not take his deposition. 

Senator Sarbanes. I don't think we took his deposition. 

Senator Murkowski. Obviously, we didn't. 

Mr. Denton, let’s get back, specifically, to the loan that your bank 
participated in. Were you at the bank at that time? 

Mr. Denton. Yes, sir. 

Senator Murkowski. You knew of the purchase of this loan from 
Citizens? 

Mr. Denton. The minutes reflect that it was reported in one 
group that I attended. I do not specifically recall it. 

Senator Murkowski. Well, you were the Senior Lending Officer 
at that time. I assume as a Senior Lending Officer your responsibil- 
ities were to review the loans of the bank and report to the Board 
of Directors. Those loans would be reflected in the minutes of the 
Board of Directors. 

Mr. Denton. That is accurate. 

Senator Murkowski. So are you suggesting you have no knowl- 
edge of the purchase? 

Mr. Denton. No, sir. I am suggesting that I was not involved in 
the origination of the loan, and I do not recall what documents 
were supplied by the other loan officer. 

Senator Murkowski. Your initials do not appear on the note? Is 
-here that correct? 

Mr. DENTON. I am sorry, sir? 

Senator Murkowski. Your initials do not appear anywhere on 
the note? 

Mr. Denton. That is accurate. 

Senator Murkowski. Are you aware of the $20,000 loan that was 
made for the downpayment by your bank? 

Mr. Denton. Yes, sir. I was responsible for that. 

Senator Murkowski. You were responsible for that. 

Mr. Denton. Yes. 

Senator Murkowski. Isn't it rather unusual that two banks 
would work together, and the originating bank would not know 
that the purchasing bank had made a $20,000 loan so that the 
terms and conditions of the downpayment would be met? Obviously 
your bank, Union, had knowledge that you were purchasing the 
balance of the loan for $91,000 from Citizens Bank. Then, in order 
for that to qualify, you made a separate $20,000 loan for a down- 
payment on unimproved land. We all know something about rural 
banking and risks and downpayment and equity, and this obvi- 
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Senator MURKOWSKI. The intent was to get around the equity re- 
quirement. We all know what equity is. Somebody puts up some- 
thing out of their own pocket. Between your two banks, what you 
folks did was 100 percent financing. Is that not correct? 

Mr. DENTON. That was the end result, yes. 

Senator MURKOWSKI. You financed the entire purchase price. So 
neither the Clintons nor the McDougals had a nickel in it. 

Mr. Denton. That is accurate. 

Senator MURKOWSKI. Is that good banking practice? 

Mr. Denton. It could be. It happened frequently. 

Senator Murkowski. It happened frequently? Is it good banking 
practice? 

Mr. Denton. I think history would 

Senator MURKOWSKI. What would the Examiners say if they 
came into your institution and you said that there was $20,000 eq- 
uity put in, and they found out that you had loaned that equity? 
What would they do to that loan? Would they classify that loan? 

Mr. Denton. Probably not, in a bank of our size and a loan of 
that size. 

Senator Murkowski. How about a bank like Citizens? 

Mr. Denton. Very likely, yes. 

Senator MURKOWSKI. They would classify it? 

Mr. Denton. Yes. 

Senator MURKOWSKI. I mean, it is no secret here, gentlemen. 
This was an effort to make an accommodation, to get around the 
equity requirement, and finance at 100 percent. The two banks 
split it up. You know it as well as I do. Do you deny you are sug- 
gesting that is prudent or regular banking practice you say that 
that is regular banking practice, appropriate banking practice? You 
did it all the time? 

Mr. Denton. No, sir, I did not say we did it all the time. 

Senator Murkowski. Well, when did you do it and when did you 
not do it? 

Mr. Denton. From 11, 12 years ago, sir, I cannot cite incidents. 
Frequently 100 percent financing did occur. The 20 percent loan 
that Union Bank made was as a result of a requirement that the 
Bank of Flippin had for equity. I as the handling loan officer was 
not aware that the Bank of Flippin was involved in that trans- 
action at the time. I was told at the time that the balance of the 
purchase price would be carried by the seller. Our loan was made 
in June 1979, the $20,000 loan. The loan participation closed in 
August and sold to Union Bank some 2 months later. 

Senator MURKOWSKI. Well, don't you 

Mr. Denton. It is entirely possible that the plan changed and 
the Bank of Flippin made the loan, as opposed to the seller. 

Senator Murkowski. Isn't it customary when you initiate a par- 
ticipation that you disclose fully to the purchasing bank the cir- 
cumstances surrounding the credit, including the appraisal, finan- 
cial statements, and any other information? I guess I would ask, 
Mr. Burge, did you know that a $20,000 unsecured loan was made 
by Citizens Bank when you sold them the participation? 

Mr. Burge. May I correct your question for a second? The 
$20,000 loan was made by Union National Bank and not the Citi- 
zens Bank. I 


C( 


un 

or 

I i 


c 


tin) 

c 

k, 

ceil 

*1 


& 


10 

!L 


JO 


Or 


2847 


>nts, 
loan 
; the 
was | 
rails- 
f the 
nade 
;din 


land 


e cir | 
nnanr 
] ask, 
made 

? The| 
eCiti- 


Senator Mukkowski. That is correct. Did you know of that loan? 

Mr. Burge. No, sir, I did not. 

Senator Murkowski. When did you find out that was the equity 
contribution and it was by a loan by Citizens? 

Mr. Burge. I read it in the periodical. 

Senator Murkowski. You read it again in the paper. 

Last question. The appraisal, which I believe you have a copy of 
at this time? 

Mr. Burge. Not yet. 

Senator Murkowski. Not yet? 

Mr. Burge. I can see it on the screen. 

Senator Murkowski. OK, well, is that your signature, sir? It ap- 
pears to be? 

Mr. Burge. Yes, sir. 

Senator MURKOWSKI. It is dated August 7, 1978, and it lists the 
value of the land at $242,000 or $1,100 an acre; is that right? 

Mr. Burge. Yes, sir, that is correct. 

Senator Murkowski. What is that land and what is the value of 
unimproved land, $1,100 an acre? Is it relative to unimproved land 
or sales of similar property? 

Mr. Burge. That property, and Senator, we are talking about 18 
years ago, in my mindset and how we did appraisals, if you will 
look at that, that is a one-page appraisal. 

Senator Murkowski. Yep. 

Mr. Burge. I cannot tell you how I came to the conclusion of 
those terms or that amount. 

Senator MURKOWSKI. Did your bank have a policy of loaning a 
certain percent of the value on real estate loans? 

Mr. Burge. Our bank basically looked at acquisition only. 

Senator Murkowski. Acquisition. 

Mr. Burge. Acquisition cost. 

Senator Murkowski. So they were basically purchasing this for 
$200,000. You appraised it at $242,000, so you appraised it for 
more than acquisition cost? 

Mr. Burge. That is correct. 

Senator MURKOWSKI. So you do not always look at acquisition 
cost. What percentage did you generally have in your bank relative 
to how much value you would loan? Obviously, you had a policy in 
your bank. You did not loan 100 percent. You loaned 60 percent, 
80 percent. It depended on whether it was improved land or unim- 
proved land, is that not correct? 

Mr. Burge. Just again, basically most of our real estate loans for 
single-family housing, for farms, for lots, we did 90 percent lending 
of that during that period of time. 

Senator Murkowski. This is unimproved property, so what was 
your policy? 

Mr. Burge. That was 90 percent. 

Senator MURKOWSKI. So you would go 90 percent on either im- 
proved or unimproved land? 

Mr. Burge. Exactly. 

Senator Murkowski. Both the same. 

Mr. Burge. If my memory serves me correctly. 

Senator Murkowski. Boy, that is an extraordinary policy of leni- 
ency. You would not show more favoritism to improved property 
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and loan more than on unimproved property? That just does not 
make sense. 

Mr. Burge. We were in a period, we were a new bank, we were 
trying to grow our bank. We were trying to cultivate customers. 
Our policies may have been a little more lenient at that time, but 
that is what made us grow. 

Senator Murkowski. So this was not something that was un- 
usual. This was your general policy. You would loan up to 90 per- 
cent whether it was improved or unimproved? 

Mr. Burge. We did it to every customer. 

Senator Murkowski. Well, I will not go into the consequences of 
that, but I would like to ask Mr. Denton, what was your lending 
policy on unimproved and improved property? You are a senior 
loan officer and you had this credit and this appraisal available. 
Did you have the same policy regarding what you loan on improved 
land, vis-a-vis, unimproved land? 

Mr. Denton. As a policy, 50 percent would have been the estab- 
lished policy, without considerations to the net worth and repay- 
ment ability of the borrower. 

Senator MURKOWSKI . Fifty percent on unimproved property? 

Mr. Denton. Yes. 

Senator Murkowski. Then explain to me, one more time, why in 
this case you went far beyond that. Maybe you did not know where 
the $20,000 came from. Well, you knew where the $20,000 came 
from. You knew that the equity was borrowed, so you did not follow 
your standard lending practice of lending 50 percent of value. In 
this, it was 100 percent. It was the purchase price. 

Mr. Denton. Yes, sir. We did not apply our normal lending 
standards. This was a correspondent banking relationship. We had 
an agreement from the selling bank that our bank would be repaid 
first, so really we had a 50 percent loan on this transaction, actu- 
ally less than 50 percent advanced against the collateral. 

Senator Murkowski. Well, if you look at the collateral, do you 
agree that it was worth $242,000? 

Mr. Denton. $230 per acre for river front property in that area 
was certainly conceivable at that time. There have been a number 
of projects that have been quite successful in selling off raw acre- 
age to investors who would buy it for future retirement purposes. 

The payments on an acquisition of land of this price was very 
modest and it was done frequently. McDougal had been very suc- 
cessful in prior years in doing this on other parcels. So it did not 
really shock me. 

Senator Murkowski. This was given a value of $1,100 an acre. 

Mr. Denton. I believe it was $1,100 acres valued at $230 an 
acre. I could be in error. I have not seen this appraisal prior to it 
just being handed to me. 

The Chairman. Mr. Patterson, before we go 

Mr. Patterson. I believe it is $1,100. 

The Chairman. Wasn't it 200 acres at $1,100 an acre? 

Mr. Patterson. It was 230 acres at $1,100 an acre. 

Mr. Denton. I stand corrected. I had not seen the document. 

The Chairman. So it was $1,100. 
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Senator Murkowski. It is on the screen in front of you, Mr. Den- 
ton. Do you see that screen? That is what I am looking at. I guess 
I am just still curious 

Mr. Denton. The lights are so bright, I can’t see that screen. 

Senator MURKOWSKI. I’m sorry, I’d be happy to give you this one. 

Mr. Denton. I was given one. I passed it on. 

Senator Murkowski. That kind of contradicts your lending policy 
if you are saying $200 to $300 or thereabouts an acre and this is 
$1,100 an acre. 

Mr. Denton. No, sir, it does not contradict my statement about 
our lending policy of 50 percent. 

Senator Murkowski. Take me through the 50 percent one more 
time because you had to share this collateral with the other bank? 

Mr. Denton. No, sir, we did not have to share it. Our loan was 
for $91,000 it was purchased, and it was a collateral value of, ac- 
cording to the appraisal, of $242,000, so that is something less than 
50 percent. 

Senator Murkowski. Something less than 50 percent. But the 
other bank has $91,000 and you have an additional $20,000 that 
you are lending unsecured. 

Mr. Denton. Yes, sir. We did not have any right to the collateral 
on the $20,000 unsecured. That was a policy loan based on other 
considerations. We were discussing, as I understood your question, 
about our bank’s policy regarding the lending. 

Senator Murkowski. I am trying to tie in this collateral with a 
$91,000 loan from your bank, another $91,000 loan from the par- 
ticipating bank, the availability of having $242,000 collateral, and 
your statement that you would loan on 50 percent, which is 120, 
but you have to share that with the other bank. 

Mr. Denton. No, sir. Our bank purchased that participation on 
the basis that we would be repaid first. 

Senator Murkowski. So you had first call on all the collateral 
and the other bank was sitting there with none; is that right? 

Mr. Denton. That was the arrangement. It is not particularly 
uncommon in the correspondent banlung in the sale of loan partici- 
pations. 

Senator Murkowski. Yet, your bank, by making the unsecured 
loan, caused the loan to conform to equity requirement and your 
bank loaned the equity, $20,000, unsecured, as you stated, for 
other policy reasons. 

Mr. Denton. I’m sorry, I did not hear the first part of your ques- 
tion. I was answering your last one. 

Senator Murkowski. Well, let’s try it again. Your bank initiated 
the sale and the development of the loan because to qualify, some- 
one had to make the equity contribution. In other words, this 
would not have stood the scrutiny of your examiners. There had to 
be an equity contribution. The other bank did not know that you 
had made a $20,000 unsecured loan so that the loan would qualify. 
Then you sold a participation to the other bank without disclosing 
that there had been 

Mr. Denton. Sir, I am with the purchasing bank, Union Na- 
tional Bank. 

Senator Murkowski. You made the $20,000 unsecured loan. 

Mr. Denton. Yes, sir. 
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Senator MURKOWSKI. The $20,000 unsecured loan was the equity 
requirement. Both banks were under the assumption the $20,000 
made the whole package qualify. It was an effort to purchase 
roughly $200,000 worth of land with an equity requirement of 
$20,000. So one bank loaned $20,000 unsecured, and then the two 
banks split a participation. The fact that your bank initiated that 
for policy reasons is perhaps your own business. But, it is extraor- 
dinary that you would have two participating banks selling and 
repurchasing, with a first in/first out, without full disclosure to 
both banks. There is certainly an obligation to since, you know, to 
put this package together, there had to be an unsecured loan made 
to the principals because they did not have the equity. That is 
what I find so extraordinary. I happen to know something about 
the banking business. 

Mr. Denton. It sounds as if you do, sir. 

Senator Murkowski. I do. I know what stands the scrutiny of 
Federal examiners, State examiners, board of directors, and what 
is regular and irregular. I am just going to put it in general terms. 
You know, the way this loan was structured was an extraordinary 
convenience to the borrowers. Would you acknowledge that? 

Mr. Denton. Yes, sir, it was a policy loan from the standpoint 
of Union National Bank. 

Senator Murkowski. The fact that there was not the disclosure 
to Madison, no excuse me, Union, and no disclosure to Citizens or 
back and forth in any event, you know who you are, is disturbing 
to this Committee'. It clearly shows in the light of day, that there 
was an extraordinary accommodation made to qualify it by lending 
$20,000 unsecured, to the McDougals and the Clintons. I assume 
your rate was 10 percent which was the maximum allowable at 
that time under the usury. You could not have a floating rate or 
an adjustable rate loan. Is that not correct? 

Mr. Denton. We could have had a floating rate or an adjustable 
rate, but it could not have exceeded- 


Senator Murkowski. My last question is, can you enlighten me 
as to why this loan was made. Why was this extraordinary accom- 
modation made? Was it because of the borrowers? 

Mr. Denton. Yes, at least one of the borrowers. 

Senator Murkowski. Which one? 

Mr. Denton. Bill Clinton. 

Senator Murkowski. All right. Thank you. 

The Chairman. Senator Sarbanes. 

Mr. Ben-Veniste. 

Mr. Ben-Veniste. If I understand your testimony, Mr. Denton, 
your bank was protected because you had a first out on the loan. 
Essentially, the securitization of the loan was more than adequate 
to cover the loan amount from your bank as participating bank? 

Mr. Denton. Sir, again, I was not involved in the direct negotia- 
tions of that participation transaction. Documents within Union 
Bank reflected that that loan participation was sold or purchased 
on the same basis as was standard policy, that the purchasing 
bank would be out first, and that statement was recorded in the 
loan application, as I recall. It was submitted to the Directors Loan 
Review Committee at Union Bank. 
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Mr. BEN-VENISTE. Your bank was how many miles away from 
Mr. Burge's bank? 

Mr. Denton. I am sorry, sir, I do not recall ever having been to 
Flippin, Arkansas. I may have passed through, however. 

Mr. Ben-Veniste. Over 100 miles away? 

Mr. Denton. Yes, sir, certainly over 100 miles, I believe. 

Mr. Ben-Veniste. The value of the real estate in that area would 
be more within the expertise of the Flippin Bank, would it be fair 
to say? 

Mr. Denton. That is certainly fair to say. 

Mr. Ben-Veniste. You certainly do not sit here thinking that you 
have a recollection of what waterfront or other undeveloped prop- 
erty in Northern Arkansas was valued at 18 years ago? 

Mr. Denton. No, sir. 

Mr. Ben-Veniste. As far as you were concerned, it was a pru- 
dent loan from your bank's point of view, and in view of the ar- 
rangements that you have testified about in terms of the 
securitization. Is that fair to say? 

Mr. Denton. No, sir, I do not recall saying that I thought it was 
a prudent loan. I did not make an issue of it. I accepted it and I 
based that acceptance on accommodation arrangements. 

Mr. Ben-Veniste. Your bank was well secured under the accom- 
modation arrangements? 

Mr. Denton. I felt we were not unduly at risk. 

Mr. Ben-Veniste. Now let’s talk about what you do not know, 
but are willing to offer opinions about. That is, in response to Sen- 
ator Faircloth's questions regarding whether there were favors ex- 
changed as the result of a fundraiser held at Madison Guaranty 
Savings & Loan back in 1985. Let me ask you whether you have 
any firsthand knowledge about the leasing procedures at the 
ADFA, the bidding process that resulted in the leasing of retail 
space in 1985 by an Arkansas State agency of Madison Guaranty? 

Mr. Denton. I have no knowledge. 

Mr. Ben-Veniste. You have no knowledge whatsoever with re- 
spect to the bidding process, the criteria that was employed, the 
rate that was asked, the space requirements of the agency? You 
know nothing about this, isn't that so? 

Mr. Denton. I had exposure in other incidents involving State 
leases but for the Arkansas Housing Authority I had none, sir. 

Mr. Ben-Veniste. You were asked about whether there was 
some kind of an arrangement whereby a lease, which happened to 
be entered into a year before the fundraiser, had something to do 
with favoritism, Mr. Denton. That was the question put to you. 
And I want to explore, other than your relationship with the Inde- 
pendent Counsel's Office, your relationship with the facts as you sit 
here and give your opinion. 

My question is whether you have any knowledge whatsoever of 
what the requirements were for the lease, the bidding process, the 
amount of space involved, the length of the lease, the amount 
charged for the lease? 

Mr. Denton. I have no knowledge. 

Mr. Ben-Veniste. Mr. Patterson, let me ask you about some 
questions that have been raised with respect to loans made to de- 
velopers in recent history in Arkansas, back in the late seventies. 
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Is it not the case that there were instances with which you are gen- 
erally familiar where more than 100 percent of the purchase price 
of property was reflected in loans made to developers? 

Mr. Patterson. Yes. 

Mr. Ben-Veniste. Can you explain why that was? 

Mr. Patterson. Well, to explain each loan, you would have to 
look at each loan, but in general, there would be a lot of develop- 
ment costs, such as surveys, abstract work. A lot of times you 
would have to put in electricity. We have a misunderstanding on, 
you know, we have raw land, but if you have a lot in the middle 
of Dallas, Texas, and you make somebody a loan for a Holiday Inn 
on it, obviously you might lend them more than the lot's value. So 
I think you have asked me a very broad, open question, and I have 
answered it sort of. If you want to specific something, well, maybe 
you would come at me that way. 

Mr. Ben-Veniste. At the time, individuals such as Mr. Wade and 
Mr. McDougal had a track record in terms of development. You 
were familiar with the fact that these kind of developers in North- 
ern Arkansas were able to borrow 100 percent and sometimes more 
of the purchase price of raw land that they were going to develop 
and sell out in parcels. That is all I am asking. 

Mr. Patterson. Yes, sir. 

Mr. Ben-Veniste. So that mystery, at least in terms of Northern 
Arkansas in 1978, loan appraisal of purchase price to the amount 
of the loan was not that unusual, and maybe we have covered that 
area now. 

Mr. Proctor, because these loans were rolled over on an annual 
basis, or sometimes even shorter than an annual basis, we have 
heard that the first loan was made for a 6-month duration, but in 
view of that, was it the case, in your experience, that borrowers fre- 
quently did not submit updated financial statements every time the 
loan was rolled over, although that might have been a technical re- 
quirement? 

Mr. Proctor. That is correct. 

Mr. Ben-Veniste. Could you estimate the percentage of the loans 
back in the mid- 1980's that First Ozark had in its portfolio that 
were undocumented to the extent of not having fully updated finan- 
cials accompanying the loan portfolio? 

Mr. PROCTOR. During that time, somewhere around 40 percent. 

Senator Sarbanes. Forty percent, did you say? 

Mr. Proctor. Yes, sir. 

Mr. Ben-Veniste. I take it, you would do your best to try to keep 
those portfolios current but given the fact that these were all short 
term rollovers, it was not unusual for there not to be up-to-the- 
minute updating on financials. Is that correct? 

Mr. Proctor. That is correct. And 40 percent is in dollar amount 
of loans, not in numbers, for the record. 

Mr. Ben-Veniste. Now at your bank, what was the risk rate as- 
sociated with what we have been calling the Whitewater Develop- 
ment loan? 

Mr. Proctor. The time I worked on it, it was risk rated a three. 

Mr. Ben-Veniste. What period of time was that? 

Mr. Proctor. From 1983 until the time it paid off. 

Mr. Ben-Veniste. Can you tell us what a three rating signified? 
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Mr. Proctor. The standard loan with normal risk. 

Mr. Ben-Veniste. This is three, six is the top? 

Mr. Proctor. That is correct. 

Mr. Ben-Veniste. And what percentage 

Senator Sarbanes. Is six the worst? 

Mr. PROCTOR. Six would be the worst. 

Senator Sarbanes. So six would be the worst, and one would be 
the best? 

Mr. Proctor. Yes, sir. 

Senator Sarbanes. OK. 

Mr. Ben-Veniste. At the relevant times, could you say, associ- 
ated with your familiarity with this loan, what percentage of the 
bank's loan portfolio would have been in the three category, the 
same as the Whitewater loan? 

Mr. Proctor. Now or then, either one, it averages around 80 
percent, 85 percent. 

Mr. Ben-Veniste. So the Whitewater loan was carried, in terms 
of its risk, along with the vast majority of the loans covered in the 
bank's portfolio? 

Mr. Proctor. Yes, sir. 

Senator Sarbanes. These would not be loans in which default 
was contemplated. These would be normal loans at normal risk. Is 
that correct? 

Mr. Proctor. Correct. 

Mr. Ben-Veniste. Now the officers of the loan committee voted 
unanimously to renew the loan in 1987. Is that correct? 

Mr. Proctor. Yes, sir. 

Mr. Ben-Veniste. And at that time, is it fair to say that neither 
Mr. or Mrs. Clinton was involved in the process as far as dealing 
with your bank? 

Mr. Proctor. At that time, yes. 

Mr. Ben-Veniste. When did you first come in contact directly 
with Mr. or Mrs. Clinton? 

Mr. PROCTOR. Well, I have never spoken to Mr. Clinton any time 
during the loan process. I have met Mr. Clinton a couple times, but 
never discussed the loan. The person that I spoke to, Mrs. Clinton, 
I spoke to her in early 1990 approximately. 

Mr. Ben-Veniste. In what connection was that? 

Mr. Proctor. Financial statements or renewal of the loan. We 
had a conversation about that on the telephone about two different 
occasions. 

Mr. Ben-Veniste. Let me put in front of you the personal finan- 
cial statement of Mr. and Mrs. Clinton that was submitted in 1987, 
I believe. It is in your package. Do you have it in front of you? 

Mr. Proctor. Yes, sir. March 8, 1987. 

Mr. Ben-Veniste. Right. There has been quite a lot of discussion, 
some of it highly inaccurate, in the popular press and other publi- 
cations about this particular statement, so I would like to take you 
through it. 

Mr. Proctor. OK. 

Mr. Ben-Veniste. This statement is dated March 1987; correct? 

Mr. Proctor. Correct. 

Mr. Ben-Veniste. It was received by your bank; correct? 

Mr. Proctor. Yes, on March 26th. 
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Mr. Ben-Veniste. It purports to be a statement of condition as 
of March 8, 1987. 

Mr. Proctor. Yes, sir. 

Mr. Ben-Veniste. Now the total amount of assets and notes, real 
estate assets and notes receivable was $100,000. Is that correct? I 
am looking under the assets column. Within that column, you see 
in accounts or notes receivable of $50,000? 

Mr. Proctor. Yes. 

Mr. Ben-Veniste. Real estate partial interest $50,000? 

Mr. Proctor. Oh, OK. I see where you are looking, yes. 

Mr. Ben-Veniste. Now would you take that to mean combined 
interest, the interest in the Whitewater project, if you had made 
such an assessment at the time? 

Mr. Proctor. I reviewed this statement at that time, but did not 
make that assessment. 

Mr. Ben-Veniste. OK. As we look at it now in terms of the 
Whitewater investment, as an asset on a financial statement. If we 
look at that combined total, as perhaps the total amount, that is 
either $50,000 or $50,000 plus some figure, because real estate is 
listed at $50, and accounts and notes receivable are listed at $50, 
which could mean amounts sold off or property sold off of that in- 
vestment and the like. 

Then we look at the other side, the second page. Do you remem- 
ber, and this is not meant to trip you up, and it is not a trivia 
question, but was this a two-sided form or two separate pages, if 
you recall? 

Mr. Proctor. I remember it being a front and back, 1-page form. 

Mr. Ben-Veniste. There is a pretty good indication by the fact 
that at the top of the second page, it says, “both sides of this state- 
ment must be completed” indicating it is a two-sided document? 

Mr. Proctor. Yes, sir. 

Mr. Ben-Veniste. Now if we look at the debt due to banks, sav- 
ings and loans, finance companies, or others on that second page, 
we see that an amount of $70,000 is indicated. 

Mr. Proctor. Yes, sir, I see it. 

Mr. Ben-Veniste. If you applied that amount to the $100,000 
that I predicate for a valuation of Whitewater, both in terms of the 
real estate and notes receivable, that would leave a net valuation 
in what amount? 

Mr. Proctor. Thirty thousand dollars. 

Mr. Ben-Veniste. That would be the $30,000 for the Whitewater 
investment. How much was outstanding on your loan to the Clin- 
tons and McDougals at that time ? 

Mr. Proctor. In March 1987, I do not have that. In January 
1987, it was $53,000 it looks like, no, $52,135.80. 

Mr. CHERTOFF. In a sense, this $70,000, if it reflects your loan, 
it says First National Bank of Ozark; right? 

Mr. Proctor. Correct. 

Mr. Ben-Veniste. You're pretty sure of what the amount was. 
This looks like it's a very conservative list of the amounts outstand- 
ing in terms of debits. 

Mr. Proctor. Yes. 
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Mr. Ben-Veniste. A financial statement. It would appear to you, 
would it not, that the valuation, both in terms of the real estate 
and subtracting the loans outstanding, was pretty conservative? 

Mr. Proctor. I would agree. 

Mr. Ben-Veniste. It’s certainly not an inaccurate representation 
> e of the situation, as to the interest in the Whitewater investment. 
Mr. Proctor. Right. 

Mr. Ben-Veniste. I see my red light is on, Mr. Chairman. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Mr. Denton, I just want to summarize with you or make sure I 
understand your point of view on this, and then move on in time. 
You indicated to Senator Murkowski that this initial loan, this 
$20,000 loan which, unbeknownst to the people at Citizens Bank, 
was actually the source of the downpayment, was given to the 
McDougals and the Clintons because the owner had passed down 
word through a lobbyist, a bank lobbyist, that he wanted to have 
Bill Clinton get the loan. That’s essentially correct; right? 

Mr. Denton. Yes. 

Mr. Chertoff. You were also asked, was this loan later treated 
like other loans. I wasn’t sure I got your answer. Was this loan 
^ later treated like other loans? 

Mr. Denton. I believe Mr. Ben-Veniste asked me if the loan was 
performing and if it was satisfactory, and I indicated that it was 
m not satisfactory. 

m Mr. Chertoff. What was unsatisfactory about it? 

Mr. Denton. The loan matured without payment. 

Mr. Chertoff. Was the loan called at that point? 
fact Mr. Denton. No, it was not. 
ate Mr. Chertoff. Why not? 

Mr. Denton. For the same reasons it was granted. 

Mr. Chertoff. Which is what? 
d Mr. Denton. A policy loan. 

age Mr. Chertoff. When you say a policy loan, you mean? 

Mr. Denton. It was an accommodation to one of the borrowers. 

Mr. Chertoff. You mean a favor? 

i,0# Mr. Denton. Right. I’m not accustomed to using that word in the 
ft extension of credit, but one could. 

itioi Mr. Chertoff. Then the next time the extension came due, there 
was another accommodation made to the borrower? 

Mr. Denton. As I recall, after the first maturity, there were seri- 
ate ous discussions and urging by me to effect a reduction. 

Ciin' Mr. Chertoff. What happened? 

Mr. Denton. There were none for some period of time. 

Mr. Chertoff. Then eventually they wound up taking money 
from some other source and paying out the loan; right? 

Mr. Denton. Yes, the loan was liquidated. 

Mr. CHERTOFF. That happens to coincide with the point at which 
Mr. McDougal was coming back to your bank to ask for a loan to 
buy the Bank of Kingston? 

Mr. Denton. That’s what I recall, yes, sir. 

Mr. Chertoff. So it’s fair to say in kind of layman’s terms that 
the bank was kind of strung along on this loan until Mr. McDougal 
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finally needed to come in for more money for the next venture, and 
then he found some way to pay it off? 

Mr. DENTON. I did not use the word strung along. 

Mr. CHERTOFF. It’s my word, but is the concept right? 

Mr. Denton. Yes. 

Mr. CHERTOFF. In response to Mr. Ben-Veniste’s question about 
the housing lease, you said that you had some exposure to other 
leases. What would those leases be? 

Mr. Denton. While at Union Bank, I had occasions to review 
leases from State agencies or Federal agencies that were located in 
the Union Bank Building which was owned by Union Bank. In ad- 
dition, I frequently extended credit to other entities that owned 
buildings that negotiated State leases with various departments. I 
had a personal friendship at one time with an entity that was head 
of the buildings, I believe it was referred to as the Director of State 
Buildings for the State. So I had some exposure to leases. I knew 
it was quite lucrative to various landlords, particularly in the office 
building arena, to negotiate leases with agencies, State agencies, as 
well as Federal agencies. 

Mr. Chertoff. That’s because when you get a State agency as 
a tenant, you know the tenant is there, can pay the rent, and isn’t 
going to go bankrupt? 

Mr. Denton. It’s a desirable tenant, yes, sir. 

Mr. Chertoff. You also indicated earlier, I think in response to 
Senator Faircloth’s question, that there were certain people that 
you regarded as Mr. Clinton’s emissaries. I think that was your 
term. Who did you mean by that? 

Mr. Denton. I don’t have any particular individuals identified. 
Most of the staff members. I know that Jim McDougal certainly 
served in that capacity at one time. Steve Smith served in that ca- 
pacity at one time. Both of those parties I had rather extensive 
dealings with. 

We extended the loan to another staff member. I don’t recall his 
name. It was for the purchase of a condominium in Little Rock, 
when he first moved to Arkansas to serve on Clinton’s first staff. 
So there were a number of those individuals that would run er- 
rands for, and that certainly was not unique to the Clinton admin- 
istration, it was common practice in my experience. 

Mr. Chertoff. Now, Mr. Ritter, I want to turn to you and pick 
up on this notion of this interest funding loan, because this is an- 
other situation where someone raised the question earlier about 
whether these loans were paid off. That of course begs the ques- 
tion, because the real question is what were they paid off with. 
Was this a situation of essentially borrowing from Peter to pay 
Paul, a kind of endless chain which is like somebody’s called it a 
daisy chain or something like that. 

So let me ask you, Mr. Ritter, to focus your attention on one of 
the documents in your package. It is a loan document on Citizens 
Bank and Trust Company, Loan Number 10295, date November 1, 
1982, for $20,000. If you look at the screen, you may see what the 
document is. 

Mr. Ritter. I have it. 

Mr. Chertoff. It says the purpose of the loan is advance of 
funds for the Whitewater Development Company. Is this a loan 
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that you later learned or realized was essentially being used to pay 
the interest on that original note? 

Mr. Ritter. I honestly am not sure at this point. 

Mr. Chertoff. Well, let me refresh your memory. Let me go to 
your deposition at page 86. Can we get a copy of the deposition to 
the witness. I think you may have it there. At page 86, at the very 
top — do you have it? 

Mr. Ritter. No. Just a second. I do. 

Mr. Chertoff. At the very top, it says: 

Question: What do you recall of the interest funding loan, the $20,000 loan that 
was made on November 1, 1982? 

Answer: Well, I’m not sure how much I recall. I recall some things in general. I’m 
not sure that at first it was called an interest funding loan. I thought it was some 
additional funds they needed for something initially and then later on I think it 
turned into basically to pay the interest in our original note. 

That's accurate? 

Mr. Ritter. Yes, it is. Prior to this time, there had been a re- 
quest by Jim McDougal of myself, and I can't tell you how much 
before that, and it was basically he was requesting some funds for 
something different. I turned it down very quickly, simply saying, 
Jim you're just really not one of our customers and you have a 
bank of your own and you have your own sources through your cor- 
respondent banks, and let it go at that. And it was basically for the 
same amount, the same, around $20,000. 

Mr. Chertoff. Then he came back and got this loan as an ad- 
vance for Whitewater Development. And as you say in your deposi- 
tion, essentially that was used to pay the interest on the note? 

Mr. Ritter. That's correct. 

Mr. Chertoff. So you understood, at this time, that there was 
a cash flow problem here, and that Whitewater was having trouble 
making its payments on the note. In fact, you later learned they 
had actually borrowed money in order to pay off? 

Mr. Ritter. That’s correct. 

Mr. Chertoff. Wasn't it Chris Wade, the real estate broker, who 
also came in? He kind of pushed you a little bit to make this loan? 

Mr. Ritter. That's correct. 

Mr. Chertoff. Now, Mr. Ritter, would you agree that during the 
period you were at Citizens Bank, you had a recurrent problem get- 
ting financial statements from the Clintons? 

Mr. Ritter. Yes, sir. 

Mr. Chertoff. Was that a matter of concern for you? 

Mr. Ritter. It was always a matter of concern to finish the docu- 
mentation on notes, and basically we seemed to have an ongoing 
problem with that. 

Mr. Chertoff. Did you try, did you urge them, either directly or 
indirectly, to provide you with that information? 

Mr. Ritter. Yes, sir. 

Mr. Chertoff. And were they responsive? 

Mr. Ritter. It always took awhile. You would call and everybody 
would say, yes, we'll get that to you. Eventually some of the things 
did come, and we had the things signed and they did come in. 

Mr. Chertoff. So there were delays and hassles getting those 
statements; right? 

Mr. Ritter. Yes, sir. 
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Mr. Chertoff. Citizens Bank eventually became First Ozark 
Bank and then part of Twin Cities, Mr. Proctor? 

Mr. Proctor. Yes, sir. 

Mr. Chertoff. Mr. Dewey, you worked at what originated as Mr. 
Burge’s bank and Mr. Ritter’s bank, and then you became involved 
with Mr. Dewey and Mr. Proctor; right? 

Mr. Dewey. Yes, sir. 

Mr. CHERTOFF. So we have the flow. Mr. Dewey, would you agree 
with me that this loan, this Whitewater loan, was a nuisance and 
was continually past due at the bank? 

Mr. Dewey. As I remember it, sir, yes. 

Mr. Chertoff. It was something that was discussed at the bank? 

Mr. Dewey. Yes, sir. 

Mr. Chertoff. Mr. Proctor, you would agree with that; right? 

Mr. Proctor. No, I would not, because I personally handled the 
loan and Mr. Dewey did not. So he saw it from the outside, yes, 
the outside looking in, and I guess he saw what I was doing, and 
he thought maybe that was a burden to me. But I did not see it 
that way. I thought it was very typical of the loans that we had 
at that time, during that period in the economy. 

Mr. Chertoff. Let me go step by step. Mr. Dewey, there were 
difficulties getting the financial statements necessary to document 
the file? 

Mr. Dewey. Yes, sir. 

Mr. Chertoff. Do you agree with that, Mr. Proctor? 

Mr. Proctor. Yes. 

Mr. Chertoff. As a matter of fact, it was something that was 
discussed because there was particular sensitivity that this was a 
loan in which the Governor was a participant; right, Mr. Dewey? 

Mr. Dewey. Yes, sir. 

Mr. Chertoff. Is that right, Mr. Proctor? 

Mr. Proctor. Yes. 

Mr. Chertoff. As a matter of fact, this was discussed at a meet- 
ing of the Board of Directors of the bank at one point; isn’t that 
correct, Mr. Proctor? 

Mr. PROCTOR. I do not recall any Board meetings where we dis- 
cussed the loan or documentation per se. We discussed documenta- 
tion on all of our loans in meetings, but this one was not singled 
out as a loan. 

Mr. Chertoff. Well, was there a discussion — maybe not with the 
Board of Directors, but was there a discussion with Ed Penick and 
Susan Sisk? Who are Ed Penick and Susan Sisk? 

Mr. Proctor. Ed Penick was President of Twin City Bank at 
that time, and also Chairman of the Board at First Ozark National 
Bank. Susan Sisk was a lender at Twin City Bank who assisted us 
at our bank as well. The discussion with Mr. Penick involved his 
help in getting a financial statement from both the Clintons and 
McDougals, but primarily the Clintons. 

Mr. Chertoff. Mr. Proctor, would you agree that there was dis- 
cussion with Mr. Penick about the fact that there was a problem 
with documentation and perhaps the need to have someone contact 
Hillary Clinton directly about it? 

Mr. Proctor. Yes. 

Mr. Chertoff. That’s your recollection, as well, Mr. Dewey? 
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Mr. Dewey. Yes, sir. 

Mr. CHERTOFF. As a matter of fact, Mr. Proctor, that in 1987, 
there was a concern about an unwillingness to continue to extend 
this note if you didn't get new financials, if all proceeds were not 
applied to the note, and that all the contracts for sale were to be 
maintained at the bank? 

Mr. PROCTOR. There were concerns with all of our loans lacking 
financial statements, yes, sir. 

The Chairman. Pull that microphone up in front of you. 

Mr. PROCTOR. OK. There were concerns about any loan that did 
not have a financial statement at that time because we were trying 
to improve the condition of the 

The Chairman. He didn't ask you that. He asked you about this 
specific loan. Go ahead and ask him again. 

Mr. Chertoff. Was there a concern with respect to this loan 
about whether to renew the loan without having new financial 
statements, a requirement that all contracts be maintained at the 
bank, and that all proceeds be applied directly to the note? 

Mr. Proctor. Yes. 

Mr. Chertoff. All proceeds of sale? 

Mr. Proctor. That is correct. 

Mr. Chertoff. And those were made conditions of renewing the 
loan in 1987; right? 

Mr. Proctor. Yes, sir. 

Mr. Chertoff. Mr. Dewey, do you recall that as well? 

Mr. Dewey. Yes, sir. 

Mr. CHERTOFF. There came a point, Mr. Proctor, where there was 
particular concern because of the examiners possibly looking at the 
files of the loan at the bank and seeing that there was inadequate 
documentation, including inadequate financial statements. Is that 
correct? 

Mr. Proctor. Yes, sir. 

Mr. Chertoff. When was that? 

Mr. PROCTOR. Approximately 1988, between the period of 1988 to 
1990. 

Mr. Chertoff. Wasn't it, 1988? 

Mr. PROCTOR. If my memory serves me correctly. 

Mr. Chertoff. And that's your recollection too, Mr. Dewey? 

Mr. Dewey. I don't recall. 

Mr. Chertoff. As a consequence of that, there was specific dis- 
cussion with Mr. Penick about the fact that this was the Governor's 
loan and you had to get some financial statements in; right? 

Mr. Proctor. No, sir. 

Mr. Chertoff. Who is Margaret Davenport? 

Mr. PROCTOR. Margaret was at that time Executive Vice Presi- 
dent at Twin City Bank. 

Mr. Chertoff. She was also a State appointee to the Arkansas 
Development Finance Authority? 

Mr. Proctor. I've heard that, yes. 

Mr. Chertoff. A friend of Mrs. Clinton? 

Mr. Proctor. I've heard that also. 

Mr. CHERTOFF. Was there specific discussion in which Mr. Penick 
said, well, Margaret and Hillary are personal acquaintances, let me 
ask and see if she can help you get the financial statement? 
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Mr. Proctor. Yes, Mr. Penick did offer that assistance, yes. 

Mr. CHERTOFF. Mr. Dewey, do you remember that as well? 

Mr. Dewey. Yes, sir, I recall that. 

Mr. CHERTOFF. Did Ms. Davenport, in fact, talk to Mrs. Clinton 
about it? 

Mr. Proctor. I do not know that. 

Mr. CHERTOFF. You didn’t follow up? 

Mr. PROCTOR. We received the financial statement, and that’s all 
I needed so no, I did not. 

Mr. CHERTOFF. You got a financial statement in 1988? 

Mr. PROCTOR. Yes, sir. Well, at the time that Ms. Davenport 
talked with Mrs. Clinton, if she did, somehow the word got to Mrs. 
Clinton and we received a financial statement. 

The Chairman. Now look, don’t dance around. This is the second 
time, you know. I’ll make the observation. When we ask you a spe- 
cific thing about whether there was a specific conversation as it re- 
lated to the documentation, you said, well there was a conversation 
in general. Then we had to get back. Answer it specifically. There 
are no trick questions here. 

Obviously, we have the depositions and testimony of other people 
in connection with this, so be candid and forthcoming with us, and 
we can get done. Go ahead, Mr. Chertoff. 

Thank you. 

Mr. Chertoff. The financial statement you testified about was 
an early 1987 statement. We are now in 1988, Mr. Proctor. I’m ask- 
ing you whether in 1988 

The Chairman. Let’s be fair to the witness and give him what- 
ever it is that we are going to ask him a question about. So let’s 
refer him to it so that he has a point to look at. 

Mr. Chertoff. You have the financial statement that Mr. Ben- 
Veniste just asked you about in his time? 

The Chairman. Can we identify that? 

Mr. Chertoff. It is a March 1987 financial statement signed by 
the Clintons. You just looked at it a moment ago. 

Mr. Proctor. Yes, I had that one, yes. 

The Chairman. All right. Let’s see if you have it in front of you. 
Do you have it in front of you? 

Mr. Chertoff. What’s the date on that? 

Mr. Proctor. March 8, 1987. 

Mr. Chertoff. We are now in 1988, Mr. Proctor. You testified 
that this discussion occurred with Ms. Davenport. Did Ms. Daven- 
port report back on her conversation with Mrs. Clinton? 

Mr. Proctor. No, sir. 

Mr. Chertoff. Did you guys just drop the matter of the financial 
statement? 

Mr. Proctor. No, we received a financial statement. It is not in 
the package here, but as soon as I talked with Ms. Davenport, we 
did receive, or when Mr. Penick talked with Margaret Davenport, 
we received a financial statement shortly thereafter, within a cou- 
ple of months. 

Mr. Chertoff. Didn’t you, in fact, waive the financial statements 
for the McDougals first, and then for the Clintons in late 1987 and 
mid- 1988? 

Mr. Proctor. The McDougals, yes. 
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Mr. CHERTOFF. What about the Clintons? 

Mr. PROCTOR. That was later on. The dates I don't have memory 
of but it's in the file. 

Mr. CHERTOFF. In your package, I think, there is a request for 
a documentation waiver for Whitewater Development, a personal 
financial statements of guarantors and a financial statement on 
Whitewater, dated July 15, 1988. 

Mr. Proctor. Yes, sir. 

Mr. CHERTOFF. Are your initials on that? 

Mr. PROCTOR. Yes, those are my initials, yes, sir. 

Mr. CHERTOFF. You requested it? 

Mr. Proctor. Yes. 

Mr. CHERTOFF. And was it granted? 

Mr. Proctor. Yes, sir. 

Mr. CHERTOFF. Your testimony is you got a financial statement 
after the waiver? 

Mr. Proctor. Yes, I did. 

Mr. Chertoff. When did you get it? 

Mr. PROCTOR. It was approximately after this date for the waiv- 
er. It was sometime later in 1988 if my memory is correct. 

Mr. Chertoff. You said you had a conversation with Mrs. Clin- 
ton, in addition to the conversation that Margaret Davenport had? 

Mr. PROCTOR. No, I did not say that. I did not have a conversa- 
tion with Mrs. Clinton that I can recall around that time period. 

Mr. Chertoff. At any time, did you have a conversation with 
Mrs. Clinton? 

Mr. Proctor. Yes. 

Mr. Chertoff. When was that? 

Mr. Proctor. The early part of 1990, latter part of 1989. 

The Chairman. The red light is on. 

Senator Sarbanes. 

Senator Sarbanes. How much more time does he need? 

The Chairman. No, no. Senator, take whatever time you need. 
Senator Sarbanes, it's now your time. 

Senator Sarbanes. Fair enough. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Is there any suggestion that Mr. Clinton or 
Mrs. Clinton ever knew that the Union Bank loan was overdue or 
might not be extended, or had any problems? Is there anyone who 
could respond to that question? 

Mr. Denton. The question was regarding the Union Bank loan? 

Mr. Ben-Veniste. Yes. 

Mr. Denton. I would be the appropriate one. I do not recall hav- 
ing any conversations regarding that delinquent status. 

Mr. Ben-Veniste. No suggestion, no hint, nothing you read in 
the papers, nothing you got from any friends of yours, emissaries 
or otherwise, suggested that the Clintons new that the loan had 
matured without payment; correct? 

Mr. Denton. I can't respond if the Clinton's received a maturity 
notice or not. It was standard procedure for our bank to mail com- 
ing maturities and then later delinquent notices. 

Mr. Ben-Veniste. You have no personal knowledge as to wheth- 
er the Clintons knew about or received any such information; isn't 
that so? 
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Mr. Denton. I am inclined to speculate, if I might, that it's likely 
Mr. McDougal’s address was used for those notices, and I have no 
knowledge that the Clintons received direct notice. 

Mr. Ben-Veniste. Mr. Denton, can you recall about how long a 
period of time that the loans were renewed and matured without 
payment. Let’s go to the first time a loan matured without pay- 
ment. 

Mr. Denton. June 1979. 

Mr. Ben-Veniste. How long did it go until it was renewed? 

Mr. Denton. Without documents, sir, I certainly don’t know. 

Mr. Ben-Veniste. Was it a year? 

Mr. Denton. No, sir. 

Mr. Ben-Veniste. Was it 6 months? 

Mr. Denton. Sir, I don’t know. 

Mr. Ben-Veniste. Could it have been a matter of weeks? 

Mr. Denton. It certainly could have been. 

Mr. Ben-Veniste. When was the second time that the loan ma- 
tured without payment? 

Mr. Denton. The next maturity, I don’t recall when that was. I 
do remember vaguely that I began to be concerned and shortened 
the maturities after that first 1-year note. 

Mr. Ben-Veniste. So what you are saying is you can’t tell us 
whether a matter of weeks or days the loan matured without pay- 
ment, but then it was paid; correct? 

Mr. Denton. It ultimately was paid in June 1980, yes, sir. 

Mr. Ben-Veniste. Right. So all of this loan matured without pay- 
ment and so forth. You have no information whatsoever that any- 
one other than Mr. McDougal, who was supposed to take care of 
this, was notified about it, or took care of it. What we do know is 
that the loans were extended and they were paid off? 

Mr. Denton. No, sir, I wouldn’t agree with that. 

Mr. Ben-Veniste. They weren’t extended? 

Mr. Denton. Yes, sir, they were extended. 

Mr. Ben-Veniste. They weren’t paid off? 

Mr. DENTON. Both of those parties made a promise to pay that 
obligation when it matured, and I held both responsible for meeting 
that obligation. 

Mr. Ben-Veniste. I understand that. But at the same time, with- 
out a recollection of how long they went without being paid off, 
they were paid off, and whatever interest was owed was paid, as 
far as you know? 

Mr. Denton. That’s accurate. 

Mr. Ben-Veniste. Now let’s talk about this question of the finan- 
cial statements, Mr. Ritter. Financial statements were required to 
be in the loan portfolio document when loans were renewed. That 
was a requirement; correct? 

Mr. Ritter. Yes, sir. 

Mr. Ben-Veniste. To some extent, those financial statements 
were not provided on a timely basis in terms of when the renewals 
were made? 

Mr. Ritter. That’s correct. 

Mr. Ben-Veniste. In your view, was that a function of whether 
or not the renewal would be made. The financial statement was 
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there at the moment that the decision was made on whether to 
renew the loan? 

Mr. Ritter. Not really. We already had the loan on the books. 
I think it was a matter of documentation at that point. 

Mr. Ben-Veniste. Basically it was a formality, is that so? 

Mr. Ritter. We were more concerned about eventually getting 
them for the regulators. 

Mr. Ben-Veniste. When you say the regulators, or the examin- 
ers, or whoever was sent to look at the loan portfolios, one of the 
things they looked at was whether there was a current financial 
statement; right? 

Mr. Ritter. That’s right. 

Mr. Ben-Veniste. If I understand your testimony, given the fact 
that in Arkansas these loans were constantly renewed and rolled 
over because they were of short duration, there was frequently a 
lag between the time that these financial statements were submit- 
ted, even after the loans had been rolled over? 

Mr. Ritter. That’s correct. But there’s a little bit more to this. 
And that is we wanted the financial statements, it was something 
we need, but they weren’t always there at the right time. 

Mr. Ben-Veniste. As you say, this was a formality and if there 
was a dramatic change in the financial condition, you would want 
to know about that. That might well affect your making a further 
renewal of a loan at a later time, et cetera. But if I understand 
what you’re saying here, all this to-do about whether the financial 
statements were submitted exactly at the moment that the loan ap- 
plication was considered for renewal was not an important factor 
in your deciding to renew the loan? 

Mr. RITTER. As far as the renewal of the loan, the answer is no. 
It was an important factor. It was one of those things we just didn’t 
happen to have at that point. There were always promises that we 
were going to get them. But if there’d been a drastic change, would 
we have called the loan? Probably so. 

Mr. Ben-Veniste. OK, you had that option. But in terms of the 
decision that you made to renew the loan back 12 years ago or 
whenever the heck it was, the fact of having an updated financial 
statement in hand was not critical to you? 

Mr. Ritter. Not critical, no. 

Mr. Ben-Veniste. You made the loan renewal without it. 

Mr. Ritter. That’s correct. 

Mr. Ben-Veniste. As you have testified, the decision was made 
to complete the loan file later, but you would renew the loan? 

Mr. Ritter. That’s also correct. 

Mr. Ben-Veniste. Mr. Cole. 

Mr. Cole. Thank you, Mr. Ben-Veniste. 

I would like to turn to Mr. Burge and Mr. Patterson, if I could. 
Since this is the first hearing that we’ve had at this Committee on 
the Whitewater investment after, by my count, over 50 days of 
hearings, I would like to get a little more background about the 
Whitewater investment itself. A great deal has been written about 
it, but here in our record, this is the first hearing we have had on 
the subject. 

I’d like to start with a little geography, which I think is relevant, 
and I’ll get to why in a moment. The bank that we’ve been discuss- 
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ing here was in Flippin, Arkansas in Marion County in North 
Central Arkansas. Is that correct, Mr. Burge? 

Mr. Burge. That's correct. 

Mr. Cole. Flippin, Arkansas is about 130 or 135 miles north of 
Little Rock; is that correct? 

Mr. Burge. That's correct. 

Mr. Cole. Different part of the State? 

Mr. Burge. Totally. 

Mr. COLE. Mr. McDougal and Mr. Clinton, at that time, lived in 
the Little Rock area; is that correct? 

Mr. Burge. To my knowledge. 

Mr. Cole. The property that you made the loan on, the White- 
water property itself, was near Flippin? 

Mr. Burge. That's correct. 

Mr. Cole. Mr. Patterson, you were one of the group of sellers of 
the Whitewater property; is that correct? 

Mr. Patterson. This is true. 

Mr. Cole. If I recall correctly, that was a corporation called 101 
River Development Corporation? 

Mr. Patterson. That is correct. And I need to, for the record, 
point out that this morning, somebody said that Mr. Wade was in 
that group. He was not. 

Mr. Cole. I want to get to Mr. Wade's role in a moment. But 
what would you like to say to clarify the record? 

Mr. Patterson. That he was not in the group. 

Mr. Cole. Mr. Wade was not one of the sellers of the property. 

Before we get to the actual sales transaction, though, if you two 
gentlemen, or Mr. Proctor and Mr. Dewey, have knowledge about 
this, feel free to contribute. At the time we're talking about, which 
is the late 1970's, and going back to the mid-1970’s, had people 
been making money buying pieces of land in this area along the 
White River, cutting it up into lots, and then reselling it? 

Mr. Burge. Yes, sir, they had. 

Mr. Cole. In fact, there had been something of a mini-land boom 
in that part of the State; is that correct? 

Mr. Burge. Yes, sir. 

Mr. Cole. A number of people, and Mr. Wade among them, had 
bought large tracts of land, cut them up into lots and then sold 
them at substantial profit and made money? 

Mr. Burge. Yes, sir, that's correct. 

Mr. Cole. Your financial institution made other loans for similar 
kinds of projects with the expectation that the developers would 
make money and be able to repay the loans? 

Mr. Burge. Yes, sir. 

Mr. Cole. Mr. Patterson, did you deal with Mr. McDougal as far 
as the sale of this particular parcel, the Whitewater parcel was 
concerned? Or did you deal only with Mr. Wade? 

Mr. Patterson. I don’t for sure a hundred percent remember. 

Mr. COLE. Mr. Wade was the agent for the seller on this trans- 
action. He was the real estate agent who handled the transaction? 

Mr. Patterson. Yes. 

Mr. Cole. In that capacity, he would have been representing you 
and the other sellers, the 101 River Development Corporation? 
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Mr. Patterson. It was co-broker to brokerage deal. I believe he 
would have been, under today’s law, representing the buyer. He 
would not have been in any way really representing the seller. 

Mr. Cole. He earned a commission on the sale, did he not? 

Mr. Patterson. I don’t know. 

Mr. Cole. Let me ask you this. The 101 River Development Cor- 
poration owned a large tract of land along the White River that 
they had purchased shortly before the Whitewater parcel was sold. 
Is that correct? 

Mr. Patterson. Yes. 

Mr. Cole. The Whitewater parcel was one of the tracts that 
came out of the larger property your corporation had purchased? 

Mr. Patterson. Yes. 

Mr. Cole. Did you sell tracts other than the Whitewater parcel? 

Mr. Patterson. Yes. 

Mr. COLE. How did the price per acre paid for the Whitewater 
property compare to the other parcels that your corporation sold? 

Mr. Patterson. To my memory, it was one of the higher ones. 

Mr. COLE. Wasn’t it, in fact, the highest price per acre? 

Mr. Patterson. I don’t know for sure, but to my memory, it was 
one of the very best pieces of property. I would assume it would 
be one of the very highest prices. 

Mr. Cole. Do you have any knowledge as to whether Mr. Clinton 
or Mrs. Clinton ever personally inspected that property before they 
purchased it with Mr. McDougal and his wife? 

Mr. Patterson. To my knowledge, they did not. 

Mr. Cole. Did it appear to you that Mr. McDougal was taking 
the lead role for the buyers in the transaction and was working 
with Mr. Wade? 

Mr. Patterson. Yes. 

Mr. COLE. And your group, I take it, was happy to sell the prop- 
erty for the price that they got for it? 

Mr. Patterson. It was listed for that for all real estate compa- 
nies in that area, region. 

Mr. Cole. Do you recall if Mr. McDougal had other real estate 
developments in that area, or that part of the State, at the time? 

Mr. Patterson. I am of the opinion he did. I’m not of the opinion 
that I knew that at the time, but things have blurred over the last 
18 years. I knew he was a developer of real estate. 

Mr. Cole. Did other buyers of the other parcels that 101 River 
Development Corporation sold pay the list price as well, or did they 
negotiate for a lower price? 

Mr. Patterson. I don’t believe that there was any other prices 
negotiated. 

Mr. COLE. So all the parcels sold at the list price to the best of 
your recollection? 

Mr. Patterson. I think that’s true. 

Mr. Cole. Let me ask both of you gentlemen this question. Ei- 
ther or both of you can respond. Was it your understanding, at the 
time this transaction took place, that the McDougals and Clintons 
were entering into this investment expecting to make money on the 
property? 

Mr. Burge. Yes. 
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Mr. Patterson. Yes. And I want to clarify the last question you 
had. I want to be very careful to make sure that I say exactly what 
I remember. 

Mr. Cole. Certainly. 

Mr. Patterson. It is very hard to remember those many years 
ago, and I wouldn’t say that there was not some parcel out of all 
the many parcels that might have had a percent taken off. I don’t 
know of it, but I wasn’t in charge of that. 

Senator Sarbanes. You’re talking about, what, 18 years ago? 

Mr. Patterson. Yes, sir. In other words, there were many pieces 
of property sold. To my knowledge, it sold extremely well and also 
for what it was listed with all the various realtors. 

Mr. Cole. That’s helpful. My time is about to expire, but the 
point that I was trying to get to was that first, based on prior expe- 
rience in that particular area, that part of the State, developments 
of this kind had been successful, the developers had made money 
on them. Am I correct about that? 

Mr. Burge. Yes, at least the ones that did business with us. 

Mr. COLE. So this particular investment by the Clintons and the 
McDougals was not out of the ordinary. The price they paid was 
the list price that you had for any buyer that might have come 
along to buy it, and that it was your impression, Mr. Burge the 
banker, and Mr. Patterson both the seller and as the banker, that 
this was a moneymaking venture that the Clintons and the 
McDougals were entering into, or they believed so at the time? 

Mr. Patterson. Yes, sir. 

Mr. Cole. No one knew at that time, that in the following years 
interest rates would go up dramatically, land prices in that area 
would drop dramatically, and developments like that would not 
enjoy the success that they had in prior years; am I correct? 

Mr. Burge. That’s correct. 

Mr. Cole. Thank you, Mr. Burge. My time has expired. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Mr. Proctor, tell us about this 1990 conversation 
with Mrs. Clinton. 

Mr. PROCTOR. Can I clear up something? During my review of 
our discussion earlier, I was somewhat confused on the dates on 
those financial statements. The conversation that we had with Mr. 
Penick and Ms. Davenport, I believe, was 1987 or early 1988, be- 
fore we received the financial statement. The financial statement 
that we received, that was dated March 

Mr. Chertoff. March 1987. 

Mr. PROCTOR. Our meeting was prior to that date, whatever that 
date was. 

Mr. Chertoff. So after Ms. Davenport intervened, you got the 
financial statement in March; right? 

Mr. Proctor. That’s correct. 

Mr. Chertoff. And the next time, as we discussed, in July 1988, 
the next year, when there was a request for a financial statement, 
you obtained a waiver of that requirement; right? 

Mr. Proctor. Yes. Let me find that document and go along and 
try to get back in the position where I can keep up here. 

Mr. Chertoff. July 15, 1988, there’s a waiver of documentation; 
is that right? 
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Mr. Proctor. Yes, I have it in front of me. 

Mr. Chertoff. After that, you didn’t get a financial statement; 
is that right? 

Mr. Proctor. Excuse me a second. There was a documentation 
waiver of December 7, 1987. Is that the one you’re referring to? 

Mr. Chertoff. No. We’re talking about July 15, 1988. 

Mr. PROCTOR. Let me move on to that one. Now, I have it, sir. 

Mr. Chertoff. These are your initials; right? 

Mr. Proctor. Yes. 

Mr. Chertoff. You requested it? 

Mr. Proctor. Yes. 

Mr. Chertoff. And you got it? 

Mr. Proctor. That’s correct. 

Mr. Chertoff. You waived the financial statement, in 1988. This 
time the financial statement was waived; right? 

Mr. Proctor. Correct. 

Mr. Chertoff. So you never got a financial statement after that? 

Mr. Proctor. That is correct, yes. 

Mr. Chertoff. Now tell us about this 1990 conversation with 
Mrs. Clinton. 

Mr. Proctor. I can’t recall the specifics of that conversation at 
all. I know it was in regard to either renewal or maybe obtaining 
financial statements for the file, but I really don’t recall. 

Mr. Chertoff. Did she call you or did you call her? 

Mr. PROCTOR. My understanding was that she had talked with 
our bank president at the time, and was returning a call possibly 
to him, and I talked with her. But that’s very sketchy because 
whatever it was, I can’t recall it being a big enough issue to really 
remember the conversation. 

Mr. Chertoff. Was that the only time you spoke to her? 

Mr. PROCTOR. Maybe one other time. 

Mr. Chertoff. When was the other time? 

Mr. PROCTOR. It would have been similar, renewal, or there was 
a time period there we could not visit with the McDougals, wher- 
ever they may be at that time, so Mrs. Clinton at that time came 
in and helped with sending papers back and forth and renewal doc- 
uments. 

Mr. Chertoff. You kept giving the renewals? 

Mr. Proctor. Yes. 

Mr. Chertoff. When was the loan paid off? 

Mr. Proctor. Approximately 1992. 

Mr. Chertoff. That’s about 14 years after it was first obtained? 

Mr. Proctor. Yes. 

Mr. CHERTOFF. By the way, did you have a conversation with 
Susan McDougal in which you told her you were considering calling 
the loan at some point in late 1987 or early 1988? 

Mr. Proctor. I don’t remember the exact time. I did have a con- 
versation with Mr. and Mrs. McDougal at different times were not 
taking the personal financial statements serious and we did need 
to have those in file. 

Mr. Chertoff. Did you threaten to call the loan? 

Mr. Proctor. I cannot recall threatening to call the loan. I don’t 
think I ever tell anyone when I want to call your loan. I think that 
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I may have implied that to be able to renew the loan, we need 
these things. 

Mr. Chertoff. Did you ever take a similar position with Mrs. 
Clinton in speaking to her about needing these financial state- 
ments to renew the loan? 

Mr. Proctor. It's my recollection, yes. 

Mr. CHERTOFF. You said in your conversations with Mrs. Clinton, 
if you don’t give us the financial statement, we need them to renew 
the loan, that’s a condition of renewing the loan? 

Mr. PROCTOR. No, sir, not at that time. Because at this time, I’d 
received the waiver, the loan was paid down to what I consider to 
be an amount that we could do without the financial statements. 
And what I mean, by that is if, during an exam, the question would 
not really be asked if those financial statements were in file be- 
cause our escrow funds were sufficient enough to pay the loan, 
even if Mr. and Mrs. Clinton and Mr. and Mrs. McDougal were not 
on the loan any longer. 

Mr. Chertoff. Take a look at a letter in your package marked 
February 24, 1988, addressed to Susan McDougal. 

Mr. Proctor. February 24, 1988? 

Mr. Chertoff. Right. 

Mr. Proctor. Yes, I have it. 

Mr. Chertoff. This letter is to Susan McDougal. It says: 

Dear Susan: 

As per our earlier telephone conversation, it is once again time for personal finan- 
cial statements on the McDougals and Clintons and again time for financial state- 
ments and income statements on the Whitewater Corporation. Please be sure that 
all parties sign the appropriate financial statements and forward them to us as soon 
as possible. 

We appreciate your help with this matter. If you have any questions, please feel 
free to call me. 

Was this letter, which refers to an earlier telephone conversation 
with Susan McDougal, one of those earlier conversations in which 
you indicated to her you needed the statements in order to renew 
the loan? 

Mr. Proctor. Yes, sir. 

Mr. Chertoff. So as of this time period, in early 1988, you are 
still in the position of needing the financial statements to renew 
the loan; right? 

Mr. Proctor. Correct. 

Mr. Chertoff. But then on July 15, 1988, about 4 months later, 
you request a waiver of the financial statement; right? 

Mr. Proctor. Yes. 

Mr. Chertoff. Why did you ask for the waiver? 

Mr. Proctor. At this particular point in time, I said, the escrow 
funds were sufficient. At this time, it could have been right after 
an exam, and it may be a time when I was trying to clean up docu- 
mentation and felt, well, that would be nice to have that and later 
on I decided that we could do without it based upon those escrow 
funds being available to make the payments. 

Mr. Chertoff. There was a change in the financial condition be- 
tween the end of February and the beginning of July? 

Mr. Proctor. I would say that in the banking business, 3 
months makes a big difference. 
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Mr. CHERTOFF. That's not an answer, Mr. Proctor, that's a gener- 
alization. 

Mr. Proctor. Yes, sir. 

Mr. CHERTOFF. If you want to say you remember there was a 
change in the financial condition of the escrow between February 
1988 and July 1988, you can if you’re comfortable saying that. 

Mr. PROCTOR. No, I did not say there was a change. I said there 
was a change in the financial condition in the banking industry. 

Mr. CHERTOFF. Forget the whole banking industry. We're inter- 
ested in this particular document regarding this particular loan. In 
this particular loan, are you prepared to say that between the time 
you were dealing with Susan McDougal, saying we need to have 
the financial statements to renew, as late as the end of February, 
and then the beginning of July when you request a waiver of the 
documentation, there was a material change in the financial condi- 
tion of this loan that led you to change your view on it? Is that 
your testimony? 

Mr. Proctor. No, it is not. 

Mr. Chertoff. Let me back up a little. There came a point in 
time that Chris Wade actually got back involved in this loan; isn't 
that right, Mr. Proctor? 

Mr. Proctor. Yes, sir. 

Mr. Chertoff. WTiat he did was he acquired a certain number 
of lots in return for an airplane? Is that right? 

Mr. Proctor. And some cash. 

Mr. Chertoff. Right. He then assumed part of the obligation for 
the mortgage; right? 

Mr. Proctor. Yes. 

Mr. Chertoff. The Clintons and the McDougals remained obli- 
gated secondarily behind Mr. Wade, as to the portion that Mr. 
Wade had taken; right? 

Mr. Proctor. Yes, sir. 

Mr. Chertoff. They were all on the hook for you? 

Mr. Proctor. Right. 

Mr. Chertoff. Then Mr. Wade took responsibility for at least 
the lots he had taken over. He was selling some of those lots; right? 

Mr. Proctor. Correct. 

Mr. Chertoff. Did there come a point that Mr. Wade wound up 
saying to the Clintons that he was going to assume or payoff the 
entire value of the mortgage? 

Mr. Proctor. I don’t know that. 

Mr. Chertoff. It was paid off in 1992? 

Mr. Proctor. Yes. 

Mr. Chertoff. You know that? 

Mr. Proctor. Yes. 

Mr. Chertoff. Wade wrote the check? 

Mr. Proctor. I do not know where the payoff came from. 

Mr. Chertoff. Would you agree that a lot of time had passed, 
between the time Mr. Wade had gotten involved and the time he 
finally paid it off? 

Mr. Proctor. Yes. 

Mr. Chertoff. Mr. Patterson, you know something about that, 
don't you? 

Mr. Patterson. About what, sir? 
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Mr. Chertoff. I just want to put this in perspective. Here we 
are in 1992, 14 years after the original loan, and pieces of this loan 
are still out there and Mr. Wade had been in bankruptcy since be- 
fore 1992; right? 

Mr. Patterson. Yes, sir. 

Mr. Chertoff. Then he came up with the money in 1992. Do you 
remember when it was in 1992, Mr. Proctor, that Mr. Wade finally 
paid it off? 

Mr. Proctor. No, sir, I don’t have the exact date. 

Mr. Chertoff. Was it around late spring, April or May? 

Mr. PROCTOR. That seems about right. 

Mr. Chertoff. Do you know, Mr. Patterson, how Mr. Wade, a 
man who is bankrupt, which means, of course, that he has more 
debts than he has assets, how he came up with the money all of 
a sudden to pay this loan out in 1992? 

Mr. Patterson. Yes, sir. 

Mr. Chertoff. Tell us how that happened. 

Mr. PATTERSON. We lent him the money at the bank that I 
worked at. 

Mr. Chertoff. What bank is that? 

Mr. Patterson. River Valley Bank & Trust. 

Mr. Chertoff. Where is that? 

Mr. Patterson. In Lavaca and Barling, Arkansas. 

Mr. Chertoff. What’s your position with that bank? 

Mr. Patterson. I have no position now, I was the President of 
that bank. 

Mr. Chertoff. Did you own the bank? 

Mr. Patterson. No, sir. That’s why I’m not having the position 
there. 

Mr. Chertoff. Who owned the bank? 

Mr. Patterson. A group of people. 

Mr. Chertoff. Who was the group? 

Mr. Patterson. It’s public record. I think there was 5 or 60 peo- 
ple. I’m sorry I can’t name their names. 

Mr. Chertoff. Any prominent people from Arkansas in that 
group? 

Mr. Patterson. Define prominent. 

Mr. Chertoff. You don’t know what the word prominent means? 
Someone like a political figure? 

Mr. Patterson. There were no political figures. 

Mr. Chertoff. Was there any well known business figure, a cor- 
porate executive who was in that group? 

Mr. Patterson. Not by my opinion. 

Mr. Chertoff. We’ll come back to that in a second. Now who 
made the decision to loan Mr. Wade the money so he could finally 
pay off that debt in 1992? 

Mr. Patterson. I did. 

Mr. Chertoff. How much money did you loan him? 

Mr. Patterson. None of this is from my memory, it’s been told 
to me through the various investigative people. I believe it was 
about $10,000. 

Mr. Chertoff. How did you come to lend him the money? 

Mr. Patterson. He was worth the loan. 

Mr. Chertoff. I beg your pardon? 


2871 


Mr. Patterson. That's what banks do. He was worth the loan, 
therefore, he got the loan. 

Mr. Chertoff. He came to you? 

Mr. Patterson. No. Mr. Wade and I not only are not friends and 
not only are not close to each other, he handled his business by 
telephone. 

Mr. Chertoff. Mr. Wade has a Whitewater debt, that he's on 
the hook for, together with the Clintons. You're at this River Valley 
Bank. How did you come to make him the loan? Did he approach 
you, either in person or via telephone? 

Mr. Patterson. He called and applied for a loan. I did not know 
it was for a Whitewater debt. 

Mr. Chertoff. You said you were not friends with him? 

Mr. Patterson. No. 

Mr. Chertoff. You disliked each other? 

Mr. Patterson. Probably. 

Mr. Chertoff. So he picked you to call to ask for a loan? 

Mr. Patterson. That's true. 

Mr. Chertoff. You knew he was in bankruptcy? 

Mr. Patterson. No, I didn't know he was in bankruptcy in 1992. 

Mr. Chertoff. He didn't tell you he was in bankruptcy? 

Mr. Patterson. He had told me he was in bankruptcy. 

Mr. Chertoff. So he asked you for a $10,000 loan. Did he tell 
you what it was for? 

Mr. PATTERSON. I don't remember that he did, no, sir. 

Mr. Chertoff. Did he submit a loan application? 

Mr. Patterson. All these documents would be on record. If you 
would show it to me, I would tell you if he did it or not. I don't 
remember specifically, sir. 

Mr. Chertoff. Did you do a credit check? 

Mr. Patterson. Mr. Wade, you know, I've been answering your 
questions specifically. Specifically, he had many loans at the bank. 
He had cross collateralization on all of the loans. We felt like they 
were secured. Some of them were quite large. I really don't remem- 
ber thinking about a $10,000 loan. 

Mr. Chertoff. Were these loans he had gotten after he went 
into bankruptcy? 

Mr. Patterson. Yes. 

Mr. Chertoff. So after he went into bankruptcy, you were loan- 
ing him additional money? 

Mr. Patterson. Not additional. Define additional. I guess I 
should know what that is also but 

Mr. Chertoff. My question to you is this: Were these loans that 
he had taken out before or after bankruptcy, these other loans? 

Mr. PATTERSON. OK. As I remember, Mr. Wade was in bank- 
ruptcy in the mid-1980's when a lot of people were in financial 
trouble. As I remember, he got out of bankruptcy at some point in 
time after that, but before the bank that I worked at made him any 
extensions of credit. 

Mr. Chertoff. So he got extensions of credit from your bank 
after he had emerged from bankruptcy? 

Mr. Patterson. Well, after he had filed where anything that he 
had would have been a new deal. You know, bankruptcy gives peo- 
ple the right to start over and anything that we would have done 
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with him would have been some new deal, as I understand it, start- 
ing over. 

Mr. Chertoff. All right. We all understand what the theory of 
bankruptcy is. 

Mr. Patterson. Well, good. 

Mr. Chertoff. Did Jim Blair have anything to do with this loan? 

Mr. PATTERSON. Fve never met or never heard of or do not know, 
other than the newspaper, Jim Blair. 

Mr. CHERTOFF. To your knowledge, did Mr. Blair have anything 
to do with this loan? 

Mr. Patterson. No. 

Mr. Chertoff. Did you talk to anybody besides Mr. Wade about 
making this loan? 

Mr. Patterson. I don’t even remember talking to Mr. Wade 
about making the loan. 

Mr. CHERTOFF. Did he secure this loan? Was it secured with any- 
thing? 

Mr. Patterson. I feel like all of Mr. Wade’s credits at the bank 
that I worked at were secure. 

Mr. Chertoff. What do you mean, you feel they were secured? 
I mean, did he execute a note? Was there a piece of property, or 
some document that said, if he doesn’t pay back the $10,000, you 
have something you can take and foreclose on? 

Mr. Patterson. Yes, sir. Anything that Mr. Wade did not pay 
back at the bank that I worked at, we would have been able to pro- 
ceed against him on thousands of acres and hundreds of thousands 
of dollars worth of assignment of escrow contracts. 

Mr. Chertoff. But my question for you is were those properties 
previously pledged as security for other loans? 

Mr. PATTERSON. I don’t know specifically. I answered your ques- 
tion correctly. 

Mr. Chertoff. Well, my question for you 

The Chairman. The red light is on, and we will come back to the 
questions on our time. 

Senator Sarbanes. 

Mr. BEN-VENISTE. Very, very briefly, to try to follow where this 
is all going, and remotely what the theory is of this loan to Wade 
that has anything to do with what this Committee is interested in. 
I for one, fail to see it, but as I understand it, there was no blanket 
policy in the State of Arkansas or at your bank that stated that 
anyone who ever had been in bankruptcy would be forever prohib- 
ited from borrowing money from a lending institution. Is that about 
right? 

Mr. Patterson. I would say that’s about right. 

Senator Sarbanes. In fact, the bankruptcy laws are designed to 
enable people who hit a difficult economic circumstance to begin 
their economic life over again, which might well include access to 
credit. Isn’t that the case? 

Mr. Patterson. Yes. You’re asking my opinion, is what you were 
asking. 

Mr. Ben-Veniste. Mr. Wade, as you have described, went into 
bankruptcy in the mid-1980’s. He came out of bankruptcy, acquired 
other assets against which you, in your capacity as President of the 
bank, made some loans, including this $10,000 loan? 
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Mr. Patterson. As I understand it. 

Mr. Ben-Veniste. They were all cross collateralized if I under- 
stand you. You felt you were well protected on those loans; correct? 

Mr. Patterson. I feel that we were, yes. 

Mr. Ben-Veniste. Mr. Proctor, if I recall your testimony from 
several hours ago, 40 percent of the borrowers, in dollar value 
terms, at your bqnk in the late-1980’s, or mid- 1980’s, did not have 
current financial statements on file in their loan portfolios. Is that 
correct? 

Mr. Proctor. Yes, sir. 

Mr. Ben-Veniste. With respect to the waiver of the requirement, 
let’s identify a document. It’s in your loan file. It’s your July 15, 
1988 documentation. 

Mr. Proctor. OK. 

Mr. Ben-Veniste. Let’s see if we can put that up on the screen. 
In July 1988, there was a waiver of personal financial statements 
of the guarantors on the Whitewater loan that was signed by you; 
correct? 

Mr. Proctor. Yes, sir. 

Mr. Ben-Veniste. Or initialed by you, and approved by whom? 

Mr. PROCTOR. That is the initials of Mr. Wes Strange, the bank 
president. 

Mr. Ben-Veniste. The bank president. You gave reasons for 
that, and I think those should be part of the record. This document 
is marked PM&S for Pillsbury Madison & Sutro 02263. According 
to this document, it says the reason for the request is that the pay- 
ments on the loan are derived from Whitewater escrow contracts 
controlled by FONB. That’s your bank? 

Mr. Proctor. Correct. 

Mr. Ben-Veniste. The collateral is sufficient to cover the loan; 
is that correct? 

Mr. Proctor. Yes. 

Mr. Ben-Veniste. As of that date, what was the outstanding bal- 
ance on the loan, if you have records to reflect that? 

Mr. PROCTOR. Approximately $50,000 or less at that point. We 
had a note in 1987, I believe, at $52,000, so it was under $52,000. 

Mr. Ben-Veniste. The loan had been paid down to $52,000. 
You’re stating that according to your analysis, the payments, that 
would be the sales made of land from the Whitewater Develop- 
ment, would come through an escrow account required by your 
bank, and would be utilized to pay down the loan as the sales were 
made? 

Mr. Proctor. Correct. 

Mr. Ben-Veniste. You felt that was sufficient collateral and you 
no longer needed financial statements although, if I understand 
you, the McDougals, the Clintons, and Wade were all personally 
liable on the loan as well? 

Mr. Proctor. Yes. 

Mr. Ben-Veniste. The fact that you didn’t have their financial 
statements did not excuse the individuals, including the Clintons, 
from liability on the loan. 

Mr. Proctor. That is very true. 
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Mr. Ben-Veniste. Even when Mr. Wade came into the picture, 
that was just additional collateral and security for the loan. You 
did not excuse the McDougals or the Clintons? 

Mr. Proctor. Absolutely not. 

Mr. Ben-Veniste. If you had excused the Clintons, I’m sure we 
would be hearing about that in chapter and verse. But, the bank 
had the additional value of collateral in the personal statement of 
Mr. Wade, as well. 

Mr. Proctor. Correct. 

Mr. Ben-Veniste. I have nothing further. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Mr. Patterson, what do you do now? 

Mr. Patterson. I’m self-employed. 

Mr. Chertoff. In what field? 

Mr. Patterson. I farm. 

Mr. Chertoff. You farm? 

Mr. Patterson. Yes, sir. 

Mr. Chertoff. When did you leave, what was it, the River Front 
Bank, River Side Bank? 

Mr. Patterson. I’m sorry? 

Mr. Chertoff. What was the name of that bank, River Side 
Bank? 

Mr. Patterson. River Valley Bank. 

Mr. CHERTOFF. River Valley Bank, sorry. When did you leave 
River Valley Bank? 

Mr. Patterson. July 1995. 

Mr. Chertoff. How long did you work at River Valley Bank? 

Mr. Patterson. Sixteen years. 

Mr. Chertoff. Who hired you? 

Mr. Patterson. I’d have been hired by a Board of Directors. 

Mr. Chertoff. Was there someone in particular? 

Mr. Patterson. No. 

Mr. CHERTOFF. Who was the Chairman of the Board of the bank 
when you were hired? 

Mr. Patterson. The bank was a total stock sale and acquisition. 
The new group of people, which was a reasonably large group of 
people for that community, that made up the stockholders, elected 
Ronnie Udouj, a man named Larry Hearst, and myself as the direc- 
tors. It was understood that I would be the President of the bank 
and Mr. Hearst would be the Senior Vice President. Mr. Udouj was 
the Chairman of the Board. 

Mr. Chertoff. Where was the bank located? 

Mr. Patterson. Lavaca, Arkansas. 

Mr. Chertoff. Which was where relative to Little Rock? 

Mr. Patterson. It’s on the Arkansas River, 150 or so miles west. 

Mr. Chertoff. Who was the largest shareholder of the bank in 
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1992? 

Mr. Patterson. I don’t know. 

Mr. Chertoff. So 16 years earlier, that would be some time in 
late 1979 or early 1980, you left the bank of Flippin to go to the 
River Valley Bank? 

Mr. Patterson. Yes. 

Mr. Chertoff. How did you come to leave the bank of Flippin? 
Mr. Patterson. The bank at Flippin asked for me to resign. 
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Mr. Chertoff. They asked for you to resign? 

Mr. Patterson. Yes. 

Mr. Chertoff. For what reason? 

Mr. Patterson. I don’t know there was a specific reason. 

Mr. CHERTOFF. Do you know if there was a general reason? 

Mr. Patterson. Well, generally there was, we’d been there 8 
years, it was a new charter, and that’s probably about as a good 
time factor for anybody to come, start a new bank and stay. After 
4, 5, 6 years, why you’re usually on your way somewhere else. The 
bank was selling, there was new people buying, and there were 
people selling their stock. 

Mr. Chertoff. Mr. Ritter, can you help us a little bit. Do you 
know why Mr. Patterson was asked to leave? 

Mr. Ritter. Frank Burge followed him up. I believe he might 
know better. 

Mr. Chertoff. I’m sorry. Mr. Burge, do you know why? 

Mr. Burge. Yes, sir. 

Mr. Chertoff.' Why? 

Mr. Burge. Mr. Patterson and a group of investors were trying 
to start a savings and loan in a contiguous community. 

Mr. Chertoff. What was the significance of that in terms of his 
activities at the Flippin Bank? 

Mr. Burge. Direct conflict of interest. 

Mr. Chertoff. Is that right, Mr. Patterson? 

Mr. Patterson. It was one of the reasons. 

Mr. Chertoff. Now, we have that straight. I want to come back 
to this issue of Mr. Wade, and I want to explain why this is impor- 
tant. We have evidence from prior depositions of Jim Blair that 
this final payment by Mr. Wade that closed the loans in Mr. Proc- 
tor’s bank was made during the campaign in 1992, shortly after the 
press had started to raise issues concerning Whitewater. And 
there’s evidence that Mr. Blair went to Mr. Wade and asked him 
to pay the loan off. Naturally, the question arises, how did Mr. 
Wade get the wherewithal to do it. Now, Mr. Patterson, is it your 
understanding that Mr. Wade, in fact, originally started out in 
Chapter 11 bankruptcy? 

Mr. Patterson. I’m not aware. 

Mr. CHERTOFF. Would it surprise you to learn he filed his initial 
Chapter 11 bankruptcy petition on November 1, 1989? 

Mr. Patterson. Yes. 

Mr. Chertoff. So it wasn’t the mid-1980’s that he started this, 
it was the end of the 1980’s; right? 

Mr. Patterson. I’m sorry? 

Mr. Chertoff. November 1, 1989, is when he filed his Chapter 
11 petition. Do you consider that the mid-1980’s, as you testified 
15 minutes ago? 

Mr. Patterson. I thought it was. Yes, sir, I thought he filed 
bankruptcy quite a bit earlier than that. 

Mr. Chertoff. Well, do you have reason to doubt that he filed 
on November 1, 1989? That’s our research from the file. Do you 
have reason to dispute that? 

Mr. Patterson. I wouldn’t dispute a filed document, no, sir. 

Mr. Chertoff. Then he converted to Chapter 7. Do you know 
what Chapter 7 is? 
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Mr. Patterson. Yes, I do. 

Mr. Chertoff. Explain to us what Chapter 7 is. 

Mr. Patterson. Chapter 7 is ultimate bankruptcy. 

Mr. CHERTOFF. Ultimate bankruptcy? 

Mr. Patterson. Yes. 

Mr. CHERTOFF. And he filed that on November 1, 1990. Did you 
know that? 

Mr. Patterson. No, sir, I didn’t know the date. 

Mr. Chertoff. Do you know a guy name Claude Jones? 

Mr. Patterson. I’m sorry? 

Mr. Chertoff. Do you know a fellow named Claude Jones? 

Mr. Patterson. No. 

Mr. Chertoff. He was the trustee on that bankruptcy. Do you 
know what a trustee does in a Chapter 7 bankruptcy? 

Mr. Patterson. Limitedly, yes. 

Mr. Chertoff. Give us your limited idea. 

Mr. Patterson. I believe he becomes responsible for the assets. 

Mr. Chertoff. He manages the assets of the bankrupt estate; is 
that right? 

Mr. Patterson. OK. 

Mr. Chertoff. Do you know when Mr. Wade emerged from the 
bankruptcy? 

Mr. Patterson. No, sir. 

Mr. Chertoff. Did you know that Mr. Jones served as trustee 
until August 9, 1994? 

Mr. Patterson. No, sir. 

Mr. Chertoff. You still want to tell us that when you made the 
loan to Mr. Wade in 1992, that he had already emerged from bank- 
ruptcy? 

Mr. Patterson. Well, no, I wouldn’t say that because it is not 
right evidently. 

Mr. Chertoff. Now that throws your whole testimony of 15 min- 
utes ago right up in the air. Let’s try it again. 

Mr. Patterson. OK. 

Mr. Chertoff. Why did you lend Mr. Wade the money? 

Mr. Patterson. He was worth the loan. 

Mr. Chertoff. Now, you said 

The Chairman. How can you say he was worth the loan? 

Mr. Patterson. If he wasn’t, then I made an error. I thought he 
was worth the loan. 

The Chairman. You said, you didn’t like Mr. Wade. You weren’t 
friends. Isn’t that true? 

Mr. Patterson. That’s true. 

The Chairman. So what did you look at and what led you to be- 
lieve that he was worth the loan? Here’s a man that the records 
indicate was in bankruptcy, and had no control of any assets. 
What, if anything, did you have that indicated that he was worth 
the loan? Because you spit that out before, he was worth the loan. 
What do you mean he was worth the loan? Did he call you? 

Mr. Patterson. Yes. 

The Chairman. He called you up on the phone? 

Mr. Patterson. I would assume, yes, sir. 

The Chairman. You assume? 


Mr. Patterson. I never saw him at the bank, so he would have 
called me, yes, sir. 

The Chairman. He just said, I need $10,000. What did he say? 

Mr. Patterson. Well, any time he ever called me, he always 
wanted a loan. 

The Chairman. Yes. Anybody tell you to be available to make a 
loan to him? 

Mr. Patterson. That’s what we did for a living, yes, sir. 

The Chairman. Did anybody call you and tell you that Mr. Wade 
was going to call and you should give him a loan? 

Mr. Patterson. No, sir. 

The Chairman. Nobody. So the phone rang one day. You haven’t 
told us yet for how long. 

Mr. Patterson. We made him several loans. 

The Chairman. When was the first time you made him a loan? 

Mr. Patterson. I don’t remember the first loans that we made 
at the bank I worked at, at Lavaca, and I don’t remember the last 
loans. 

The CHAIRMAN. Wait, the last loan you made to him was this 
$10,000, isn’t that true? 

Mr. Patterson. I didn’t think so but it might have been. 

The Chairman. You mean you made him a loan after that? 

Mr. Patterson. I thought so. 

The Chairman. Supposing I told you you didn’t make him any 
loans after that? 

Mr. Patterson. Well, the record would show what we made. We 
kept a good log of all the loans that were made. 

The Chairman. Now, Mr. Burge, did you take over the bank 
thereafter? 

Mr. BURGE. Yes, sir. 

The Chairman. You got the records dealing with the loans that 
were made in these transactions back in 1992? 

Mr. Burge. No, I was at the Citizens Bank. 

The Chairman. That’s the one that he moved out of? 

Mr. Burge. Yes. 

The Chairman. What’s the name of this bank? 

Mr. Chertoff. This is the Bank of River Valley. 

The Chairman. The Bank of River Valley. Well, we better get the 
records of the Bank of River Valley. 

Mr. PATTERSON. I think that they have been subpoenaed. 

The Chairman. Have we gotten those records? Do we have the 
records? 

Mr. Chertoff. I do not believe we have those records. 

Senator Sarbanes. Is there some bank we missed in Arkansas? 

[Laughter.] 

Mr. Chertoff. Evidently they’re all connected in some way. 

[Laughter.] 

The Chairman. I have to tell you something. I don’t think it is 
humorous, and I’ll tell you why. We are not talking about just some 
loan or any loan. This is a loan made to a fellow who’s bankrupt. 
You come here with a preposterous story about a fellow that you 
don’t even like who calls up, he is in bankruptcy and you make a 
$10,000 loan. We ask why, and you say he was worth it. We ask 
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you, what do you mean he was worth it? You say, well, he was 
worth it. 

Mr. Ben-Veniste. We have the $10,000 loan. That was under 
subpoena. 

The Chairman. I would like to find out the documentation, if 
any. Why was he worth it? What collateral did he sign? Did he pay 
it back? Do you know if he paid it back? 

Mr. Patterson. I do not. 

The Chairman. Are you still at that bank? 

Mr. Patterson. No, sir. 

The Chairman. When did you leave that bank? 

Mr. Patterson. I left in July 1995. 

The Chairman. You made this loan when, in 1992? 

Mr. Patterson. Yes, sir. 

The Chairman. When, May? 

Mr. Patterson. I didn't remember making the loan. 

The Chairman. You don't even remember making it? 

Mr. Patterson. No, I do not. But I'm sure that I made it. I have 
had enough people tell me that the bank did. 

The Chairman. Is it your custom to make a loan to somebody of 
$10,000 over the telephone? Did you make it over the telephone? 

Mr. Patterson. Yes. 

The Chairman. Did you get any collateral for it? 

Mr. Patterson. I don't remember. I would have assumed that 
there would have been collateral. 

The Chairman. Mr. Chertoff, go ahead, see if you can 

Mr. Chertoff. Mr. Patterson, I understand that when someone 
is in bankruptcy, they're not supposed to be engaging in financial 
transactions without court supervision; right? 

Mr. Patterson. No, I didn't understand that if somebody had 
filed bankruptcy that they couldn't go make a new deal. 

Mr. Chertoff. Your understanding is that if you are in bank- 
ruptcy, you can make all kinds of deals. You can pay this one and 
pay that one, totally outside of the supervision of the court that's 
protecting the pre-existing creditors; right? 

Mr. Patterson. I'm sorry, you need to phrase that for me again. 

Mr. Chertoff. All right, let me ask you this, Mr. Patterson. You 
told us earlier, when we took our first whack at getting the story 
here, that there were several loans that had been made by River 
Valley Bank to Mr. Wade. By the way, where was Mr. Wade's cen- 
ter of operations? 

Mr. Patterson. At Flippin. 

Mr. Chertoff. Where is Flippin relative to River Valley Bank? 

Mr. Patterson. Oh, 175, 185 miles. 

Mr. CHERTOFF. Is Flippin considered to be in the territory of the 
River Valley Bank? 

Mr. Patterson. No. 

Mr. Chertoff. So it was an out-of-territory loan? 

Mr. Patterson. Yes, it was. 

Mr. Chertoff. Were Mr. Wade's other loans from the River Val- 
ley Bank out-of-territory loans? 

Mr. Patterson. Yes. 

Mr. Chertoff. You said you didn't like Mr. Wade? 
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Mr. PATTERSON. Well, I said we weren’t friends, I believe is hope- 
fully what I said. I probably don’t like him, though, if you want to 
say that. He voted against me back when Frank and everybody 
voted against me, which was fine. 

Mr. Chertoff. He was one of the guys who was responsible for 
kicking you out of the Bank of Flippin? 

Mr. Patterson. He was. 

Mr. Chertoff. For this conflict of interest? 

Mr. Patterson. That’s right. 

Mr. Chertoff. Yet you are the guy he comes to to get a loan 
when he’s in bankruptcy and he needs to pay off a debt on White- 
water to clean it up? 

Mr. Patterson. Well, I didn’t know it was for Whitewater. 

Mr. Chertoff. What did he tell you it was for? 

Mr. Patterson. I don’t really remember. He had several loans 
at the bank. I believe I’ve told you that. 

Mr. Chertoff. That’s not an answer, Mr. Patterson. I’m not a 
banker, but I’ve had enough to do with banks that I have to tell 
you, I have never heard of a banker who gives out a loan and says, 
well, I don’t need to know what you need it for because you’ve got 
other loans at the bank. Are you telling us that you didn’t ask hum 
what the purpose of the loan was? 

Mr. Patterson. I would have probably asked him what the pur- 
pose of the loan was. I don’t remember what he said. 

Mr. Chertoff. Didn’t care enough to figure out what he said? 

Mr. Patterson. Really didn’t. 

Mr. Chertoff. You don’t know if you got any collateral? 

Mr. Patterson. I don’t remember. 

Mr. CHERTOFF. You had one telephone conversation with him? 

Mr. PATTERSON. No, he called the bank reasonably often. 

Mr. Chertoff. About this loan? 

Mr. Patterson. No, sir. I don’t remember him calling about this 
loan. 

Mr. Chertoff. You said you had other loans secured by prop- 
erty. Do you want to change your testimony now about whether 
those other loans were loans that existed before he went into bank- 
ruptcy? 

Mr. Patterson. Well, I was giving testimony to the best of my 
memory and recollection. There were loans made at the bank that 
I worked at and they were on property. And I don’t remember how 
they would work. You would have to take each of the loans and 
look at it and very carefully see what it was based on. 

Mr. Chertoff. You think that maybe those original loans were 
made before he went into bankruptcy? 

Mr. Patterson. I don’t remember. 

Mr. Chertoff. Do you think maybe the Bank of River Valley, in 
fact, was one of the creditors in the bankruptcy? 

Mr. Patterson. I don’t remember being a creditor in it. 

Mr. Chertoff. Had you dealt with Mr. Wade with respect to 
these other loans? You were President of the bank at this point? 

Mr. Patterson. I’d have been the one that he started out with. 

Mr. Chertoff. So you were responsible for making all the other 
loans to him? 

Mr. Patterson. Yes. 
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Mr. Chertoff. And you can’t remember 

Mr. Patterson. I would have been the one responsible for start- 
ing out. If they were a certain size, the Board would have had to 
voted on it. And depending on the nature of the collateral, some 
person in the bank would have been responsible for handling it. 

Mr. Chertoff. Do you know some people named Larimore, John 
and Marilyn Larimore? 

Mr. Patterson. Say the last name again? 

Mr. Chertoff. Larimore? 

Mr. Patterson. I don’t know them. I know of the name, yes, sir. 

Mr. Chertoff. Did you do business with them when you were 
at the Bank of River Valley? 

Mr. Patterson. We made them a loan and that was the loan 
that evidently allegedly it was Wade’s asset, it was the wrong pur- 
pose of the loan, it was something that was in his bankruptcy. The 
bank was protected and safe, but he did something wrong, and I 
believe that was one of the ones that he plea bargained with the 
Special Prosecutor on. 

Mr. Chertoff. When did you learn there was a problem with 
this Larimore loan in the bankruptcy? 

Mr. Patterson. Well, I didn’t know about it being in bankruptcy 
but the FBI told us and showed us documents on Larimore. 

Mr. Chertoff. I think, Mr. Chairman, the red light is on. 

The Chairman. Mr. Ben-Veniste. 

Mr. Ben-Veniste. I thought we had the file on this $10,000 loan. 
We’ve hit more banks in Arkansas than Bonnie and Clyde. I can’t 
imagine we missed any. Let me ask you this, Mr. Patterson. Did 
anyone tell you to make the loan to Mr. Wade? 

Mr. Patterson. No. 

Mr. Ben-Veniste. This $10,000 loan was made in what year? 

Mr. Patterson. I believe he said 1992. 

Mr. Ben-Veniste. Taking from your testimony, you don’t have a 
specific recollection of the circumstances or indeed of even having 
made that $10,000 loan as you sit here today? 

Mr. PATTERSON. I can’t honestly say I remember it. 

Mr. BEN-VENISTE. But you know that your bank did business 
with Mr. Wade prior to the making of the $10,000 loan. This wasn’t 
the first loan that you had made to him? 

Mr. Patterson. I don’t think so. It seemed like we would have 
had larger loans made earlier. 

Mr. Ben-Veniste. I guess the point here is whether someone told 
you to please make this $10,000 loan to Mr. Wade because that 
was somehow going to help some political situation in Arkansas. 

Mr. Patterson. That didn’t happen. 

Mr. Ben-Veniste. Of that you can be certain? 

Mr. Patterson. That’s true. 

Mr. Ben-Veniste. I’ve tried to finish it up. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Let me just pull this down, and I’m going to put 
it on the Elmo so we don’t take the time to copy it, but we can all 
see it. It’s an affidavit. It was actually Ozark Air Services, Chris 
Wade’s company; right? 

Mr. Patterson. I don’t know. 
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Mr. Chertoff. It appears from an affidavit filed by Chris Wade 
that the proceeds of this loan shall be used in my business, agricul- 
tural pursuits. 

Mr. Patterson. Oh. So you told me I made Chris Wade a loan 
and I really didn't make him a loan? Is that what you're saying? 

Mr. Chertoff. What I'm telling you, Mr. Patterson, is you actu- 
ally swore to us that Chris Wade called you up and asked you for 
a loan. Now that happened; right? 

Mr. Patterson. Well, I didn't know who he asked it for, and I 
will tell you, you know, I'm answering your questions, but I haven't 
had those documents. As a matter of fact, my family had to send 
thousands of every check that I have ever written from 1978 until 
a very recent time ago, every deposit that I have ever had is now 
somewhere and all the copies that you have here in front of me, 
and I don't have. 

Mr. Chertoff. Well, for the record, we don't have your personal 
checks and deposits slips. 

Mr. PATTERSON. They're not any good anyway. 

Mr. Chertoff. I take it you mean the Independent Counsel sub- 
poenaed them? 

Mr. Patterson. They're gone, yes, sir. 

Mr. Chertoff. All right. Does this refresh your memory that you 
didn't really get a purpose from Mr. Wade? I mean, the bottom line 
is I don't want to do the whole bankruptcy case here, but you know 
where we're at, Mr. Patterson. Here it is in the middle of a Presi- 
dential Campaign. All of a sudden, Whitewater hits the radar 
screen. Jim Blair makes a trip up to Flippin to talk to Chris Wade. 
Suddenly, after 14 years, the loan is retired. Now the question that 
arises is, how does a man who is in the middle of bankruptcy, 
which means he has all these people he owes money to, how does 
he all of a sudden get the money in order to pay off this loan on 
Whitewater? This has not been a burning matter of concern for the 
last 14 years or 10 years that you were involved in it. 

It turns out that he calls you up. You, a person he doesn’t even 
get along with. You wind up giving him a loan over the telephone. 
You don't remember why you did it. You didn't know he was in 
bankruptcy. There's no indication that we can determine in the 
bankruptcy file that this was reported to the bankruptcy court. 
You're not even sure who the loan was made to. You don't know 
if it was secured by anything other than a promissory note. And 
when you talk about all this other property that's available as secu- 
rity, you're not even sure whether that property was part of the 
bankruptcy or not. 

Mr. Patterson. Sounds like when I told you I didn't really re- 
member it, I might have been telling the truth. 

Mr. CHERTOFF. Mr. Patterson, it sounds like this whole loan was 
incredibly irregular. 

Mr. Patterson. No, it wasn't incredibly irregular at all. 

Mr. Chertoff. You can't even tell us whether this loan was paid 
back, can you? 

Mr. PATTERSON. No, I can’t. And you haven't put the document 
on the screen you was going to show me. 
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Mr. CHERTOFF. Well, I will be happy to take it down to you. You 
know, this question about this curious conversation with Mr. Wade 
just emerged here. And I must say, to my surprise. 

Senator Sarbanes. Maybe you could give him a copy of that doc- 
ument. 

Mr. CHERTOFF. We are giving him our copy. 

Senator Sarbanes. Mr. Patterson, they will bring the document 
to you. Did you do a deposition with this Committee’s staff? 

Mr. Patterson. I’m sorry, I couldn’t hear you, Senator. 

Senator Sarbanes. Did you do a deposition with this Commit- 
tee’s staff? 

Mr. Patterson. Yes. 

Senator Sarbanes. When was that, do you recall? 

Mr. Patterson. February 26, 1996. February 22nd, I’m sorry. 

Senator Sarbanes. When? 

Mr. Patterson. February 22nd. 

Senator Sarbanes. You did your deposition? 

Mr. Patterson. Yes, sir. 

Senator Sarbanes. Were you shown these documents that you’re 
now being asked about? 

Mr. Patterson. No, sir. It was over the telephone. 

Senator Sarbanes. So no documents were sent to you for you to 
use in the course of your deposition? 

Mr. Patterson. No, sir. 

Senator Sarbanes. Thank you. 

Mr. CHERTOFF. Just to finish up. Mr. Proctor, was it your under- 
standing that all of Chris Wade’s Whitewater lots were pledged as 
part of his obligation to your bank? 

Mr. Proctor. Yes. 

Mr. Chertoff. So your understanding was that any Whitewater 
property that Wade had was secured 

Senator Sarbanes. Mr. Chairman, we’d like to have a copy of the 
document so we can follow along. 

The Chairman. I’ll tell you what we will do. Since it seems to 
me that we are going to get into some extensive examination of Mr. 
Patterson, and some documents are not available, we will have 
some copies made and we will stand in recess until 3:00 o’clock. 

[Whereupon, at 1:50 p.m., the Committee was recessed, to recon- 
vene at 3:00 p.m., the same day, Wednesday, May 8, 1996.] 
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AFTERNOON SESSION 

The Chairman. The meeting will come to order. 

Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

This is where we were when we left. We had a loan which had 
originally been issued in 1978 by what was then called the Citizens 
Bank. There remained an unpaid balance on the loan 14 years 
later in 1992. At that point, the loan was in Mr. Proctor’s bank; is 
that correct? 

Mr. Proctor. That is correct. 

Mr. Chertoff. That Whitewater loan was secured by a number 
of lots of the property of Whitewater; right? 

Mr. Proctor. Yes, sir. 

Mr. Chertoff. It was also guaranteed by the people who had the 
obligation to pay the debt Chris Wade, Bill Clinton, and Hillary 
Clinton; correct? 

Mr. Proctor. Well, I was reviewing the security agreement and 
it appears that the only people that were still liable were the four, 
the McDougals and the Clintons, the husbands and wives. 

Mr. CHERTOFF. They were personally liable? 

Mr. PROCTOR. Right. And Wade was only, we only released some 
lots to him subject to our mortgage to be able to sell, so he really 
wasn’t liable on the loan itself. 

Mr. Chertoff. Other than the property itself as collateral, the 
only people who were on the hook personally and provided the per- 
sonal security were the Clintons and the McDoug als? 

Mr. Proctor. Correct. 

Mr. CHERTOFF. By the way, did you know that Mr. Wade was in 
bankruptcy in 1992? 

Mr. Proctor. Yes. 

Mr. CHERTOFF. Here we are in May 1992, and, as we know from 
our prior hearings in February, the press had begun to ask ques- 
tions about Whitewater. There was, I think, an amendment of the 
Presidential Disclosure Statement shortly thereafter in which the 
Whitewater loan was added to that Presidential Disclosure State- 
ment for the first time. We have evidence that Jim Blair from 
Tyson’s had made a trip to meet with Chris Wade up in Flippin 
to ask him to pay off the balance of this loan on which the Clintons 
and the McDougals were liable, and which were secured by this 
property. 

Now we come to you, Mr. Patterson, you’re now with what was 
called, at one time, the Bank of River Valley, but later becomes the 
Bank of Lavaca; right? 

Mr. Patterson. It started out Citizens Bank of Lavaca, and it 
is now called River Valley Bank & Trust. 

Mr. CHERTOFF. All right. Let’s call it the Citizens Bank of Lavaca 
because I think that was the name back in 1992. You were the 
President of that bank; right? 

Mr. Patterson. Yes, sir. 

Mr. Chertoff. In 1992, Chris Wade calls you up; and he’s the 
guy that you’ve previously told us you don’t like. He’s the guy who 
we know is, at this time, in bankruptcy, and he tells you that he 
wants to take a loan out; right? 

Mr. Patterson. I believe so. 
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Mr. Chertoff. Does he tell you what the loan is for? 

Mr. Patterson. Not that I remember. 

Mr. Chertoff. We’ve handed out three documents. On the affi- 
davit that Mr. Wade signs for the company which actually phys- 
ically holds the lots, he indicates the proceeds of the loan are to be 
used for business and agricultural pursuits, and there’s no more 
detail there. And I take it you didn’t ask for any more detail? 

Mr. Patterson. I don’t remember. 

Mr. Chertoff. Now if both you and Mr. Proctor would look at 
the other documents I’ve put before you, you’re going to see there 
are two documents, one from the First Ozark National Bank which 
is Mr. Proctor’s bank, and one from Mr. Patterson’s then bank, the 
Bank of Lavaca. 

It looks like to me it’s not as you told us earlier, Mr. Patterson. 
You made a $10,000 loan based on some other property that was 
used to secure some other loans that were granted at a time that 
you don’t remember. It looks like what happened was the pieces of 
property that were used to secure the loan at Mr. Proctor’s bank 
were transferred over to your bank, Mr. Patterson, as security for 
the loan that you gave to Mr. Wade to pay off Mr. Proctor’s bank. 
Is that pretty much what the story is? 

Mr. Patterson. No, sir. 

Mr. CHERTOFF. Then tell us what your memory of the story is. 

Mr. Patterson. Well, from this morning, you asked me what we 
had for collateral, and I told you I didn’t know. I just didn’t remem- 
ber. And if I didn’t remember, I didn’t remember. 

We then pushed the situation is did our bank give $10,000 away 
to somebody, and my answer, or my intentional response was that 
in some manner, it would be collateralized. I knew that we’d had 
business with these people and their associates and their compa- 
nies, and you know, we weren’t a loose bank, and we had collateral. 
And as I see now, we had these lots as collateral, yes, sir. 

Mr. CHERTOFF. Now those lots, Mr. Patterson, happened to be 
the Whitewater lots which were used to secure Mr. Proctor’s loan. 
You see the other deed of release, when Mr. Proctor’s bank was 
paid off with the money that came from your bank to Chris Wade, 
the property that was used to secure the original loan from Mr. 
Proctor’s bank moved over to your bank. 

In effect, gentlemen, what I’m suggesting to you happened is, the 
loan was simply moved off the books of Mr. Proctor’s bank — and 
I’m not suggesting from your standpoint, Mr. Proctor, that that was 
wrong — it was moved off the books of your bank and put on the 
books of Mr. Patterson’s bank. Because what happened is that the 
property, the loan was paid off to you and the property you held 
as security was transferred over to your bank and used as security 
for the loan that was used to pay off Mr. Proctor’s bank. 

Now it looks like and correct me if you have a contrary memory, 
gentlemen, what happened here is essentially, Mr. Proctor, your 
loan got paid off. Then with the property that had been used to se- 
cure your loan, an identical amount of money was taken out of your 
bank, Mr. Patterson, which was used to pay off Mr. Proctor. In ef- 
fect, the loan moved from Mr. Proctor’s bank to Mr. Patterson’s 
bank, with one big exception. When the loan was at your bank, Mr. 
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Proctor, in addition to the property, it was secured by four individ- 
uals personally; right? 

Mr. Proctor. That is correct. 

Mr. CHERTOFF. I gather that security was a part of the security 
that made you comfortable with the creditworthiness of that loan? 
Mr. Proctor. Yes. 

Mr. Chertoff. When the loan reappears on the books of your 
bank, Mr. Patterson, it has the same property as security, but it 
i doesn’t have any personal guarantees anymore. In the transition 
from Mr. Proctor’s bank to Mr. Patterson’s bank, the same amount 
^ of money is secured by the same amount of property, but Mr. Pat- 
i terson’s bank doesn’t have any individual signatories on the loan. 

5 There’s nobody to go after only the physical pieces of property. 

Mr. Patterson, you have the mortgage in front of you. Is there 
anything besides Whitewater Estates and the promissory note of 
s Chris Wade, who is bankrupt, any other piece of property that se- 
i cures that mortgage for this loan? 

if Mr. Patterson. On these documents that’s in front of me? 
k Mr. Chertoff. Right. 

>r Mr. PATTERSON. I did not see any. 

Mr. CHERTOFF. So I think we have finally, at least to my knowl- 
edge, a question has been answered. The question was how is it 
that the Whitewater loan got paid off? By the way, Mr. Proctor, did 
s you ever talk to Mr. Blair about the payoff of this loan? 

• e Mr. Proctor. No, sir. 

a . Mr. Chertoff. And Mr. Patterson, you said you never spoke to 
Mr. Blair? 

a « Mr. Patterson. Don’t know the man. I did not speak to him. 
at Mr. Chertoff. Did you ever talk to anybody from Tyson’s Food 
j in connection with this transaction? 

Mr. Patterson. No, sir. 

Mr. Chertoff. Is Tyson’s a depositor at your bank? 

Mr. Patterson. No, sir. 

e Mr. Chertoff. Do they do business at the Bank of Lavaca? 

Mr. PATTERSON. We’ve some people that work at a chicken plant 
' that might be owned by Tyson that cashes and deposits checks. 

Mr. CHERTOFF. How big was your bank in 1992? 

Mr. Patterson. I don’t know, but the bank was $4 million when 
we started there, and it was $85 million when we left. 

Mr. Chertoff. That’s a story for another day. 

Mr. Patterson. It’s a good story I hope you would think. 

Mr. Chertoff. With respect to this transaction, Mr. Proctor and 
; Mr. Patterson, what we have is this. We started out with what is 
e a loan, the remainder of the Whitewater loan secured by the re- 
mainder of the property and the personal guarantees of four peo- 
16 pie. It moves over to your bank, Mr. Patterson, and when it makes 
that move, it winds up being the same loan amount that’s a loan 
secured by the same amount of property, but the four people who 
ofy had liability had dropped out of the transition. 

0 My question to you, Mr. Patterson, is this. Why were you pre- 
se- pared to accept the loan that Mr. Proctor had four guarantors on 

0 without requiring those same people to sign? 

1 ef* Mr. Patterson. I didn’t know Mr. Proctor had the loan or the 

;on; four guarantors. Did Mr. Proctor say that I knew that? 

Mr] 
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Mr. Chertoff. No. I am just asking you. Did you explore with 
Mr. Wade what he was using the money to pay off? Did you exam- 
ine what the money was going to be used for? Did you do any due 
diligence at all with respect to this man that you were lending 
money? 

Mr. Patterson. I don’t remember. 

Mr. Chertoff. Mr. Chairman, I think on that note I’m done. 

The Chairman. Senator Sarbanes. 

Mr. Ben-Veniste. Well, we’ve established that Mr. Tyson did not 
own your bank, he wasn’t an officer, he wasn’t on the Board of Di- 
rectors, he wasn’t a substantial depositor in your bank. Did you, 
from time to time, in the relevant years, have a chicken sandwich? 

[Laughter.] 

Mr. Patterson. I don’t remember. 

Mr. Ben-Veniste. Obviously, Mr. Patterson, the connection that 
Mr. Chertoff is straining to find was not there according to every- 
thing you know about the ownership and control of the bank; is 
that correct? 

Mr. Patterson. Correct. 

Mr. Ben-Veniste. Now let me explore this 

Mr. Patterson. I’m sorry. I said correct to what? I mean 

Mr. Ben-Veniste. Correct to your knowledge that Mr. Tyson did 
not own, or control the bank, or in some way direct you to make 
a loan of $10,500 to Mr. Wade in 1988, I guess? I’m sorry, 1992. 

Mr. Patterson. 1992. 

Mr. Ben-Veniste. 1992; correct? 

Mr. Patterson. That’s correct. 

Mr. Ben-Veniste. We’ve established that no one else pressured 
you to make this loan to Mr. Hale, I’m sorry, to Mr. Wade. 

Mr. Patterson. Actually the loan was to Ozarks Air something. 

Mr. Ben-Veniste. Ozark Air Services which Mr. Wade was a 
principal of, I take it. 

Mr. Patterson. Well, to Ozarks Air. I don’t know who the prin- 
cipals were. 

Mr. Ben-Veniste. Mr. Proctor, when your loan was paid off, 
what was the balance paid off? 

Mr. Proctor. It was approximately $10,000. 

Mr. Ben-Veniste. At that time, you had still security for that 
loan in a number of different lots and assignment of contract; is 
that correct? 

Mr. Proctor. That is correct. 

Mr. Ben-Veniste. The security for the loan that you accepted as 
you now see documented, included the assignment of contracts and 
the remaining lots are listed, 2, 9, 23, 30, 37, 43, and 44. 

Mr. Patterson. I don’t think I had the assignment of any con- 
tracts. I’m not sure. 

Mr. Ben-Veniste. If you check 

Mr. Patterson. It was only seven lots. 

Mr. Ben-Veniste. It was seven lots. It says, “Assignment of Con- 
tracts” above that. Then in parentheses, it says, “See Contracts.” 

Mr. Patterson. Yes, sir, I see that. 

Mr. Ben-Veniste. Does that reflect there were contracts of sale 
that were assigned? 

Mr. Patterson. Yes, sir. 
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Mr. Ben-Veniste. In the box marked 4 checked above, it says, 
“Mortgage, Ucc-l’s & Assignments” which reflects a securitization 
for the loan; correct? 

Mr. Patterson. Yes, sir. 

Mr. Ben-Veniste. I know that your recollection is not the great- 
est on this, and that you haven’t been shown these documents prior 
to your appearance here today, but to the best of your knowledge, 
at the time you made the loan, did you feel that it was adequately 
secured? 

Mr. PATTERSON. Yes. Also, this is kind of a garbage terminology. 
All these people are from an area where there’s a lot of assignment 
contracts. I’m not saying that I didn’t know. I’m saying I don’t re- 
member, but it would be normal to put Assignment of Contracts 
and file a Ucc-1 on any of this type of developmental property as 
a safeguard and filing it in another place, not at the same place 
as the mortgage would be recorded. 

So I’m not saying that, to my knowledge, I didn’t remember there 
being any contracts. Proctor and I never talked. This would not 
have been, in my mind, the same Assignment of Contracts that 
you’re talking about. 

Mr. Ben-Veniste. OK. Well, this would mean there would be an 
Assignment of Contracts if there was an actual transfer of deed? 

Mr. Patterson. If there was one. 

Mr. Ben-Veniste. And you would still be protected by way of 
securitization? 

Mr. Patterson. We’d have put that on nearly any mortgage. 

Mr. Ben-Veniste. I have nothing further. 

The Chairman. Mr. Patterson, let me just ask you one thing. 
When did you finally leave this bank? 

Mr. Patterson. In July 1995. 

The Chairman. What were the terms of this loan? When were 
they payable? How did it have to be paid back? 

Mr. Patterson. It would have been a demand loan. We could 
have required it to have been paid any time with 6 month’s notice. 

The Chairman. To the best of your ability, you have no knowl- 
edge at this time whether or not the loan was actually paid? You 
don’t recall it being paid one way or the other? 

Mr. Patterson. I believe I saw where it was paid after I left in 
some of these papers that you’ve shown me. 

The Chairman. After you left? 

Mr. Patterson. I believe that’s correct. 

The Chairman. OK, so we can’t 

Mr. Patterson. If I’ve seen that 

The Chairman. No, you don’t have any recollection of it being 
paid before, so that’s something the Committee then will have to 
deterrqine. We may have that information. I don’t know whether 
we do or whether we don’t. 

Mr. Chertoff, any further questions? 

Mr. Chertoff. Just one last question for each of you. Earlier you 
were read a portion of a report from Pillsbury Madison & Sutro, 
which worked for the RTC in examining a number of questions. I 
want to ask you, Mr. Proctor, were you ever interviewed by Pills- 
bury Madison & Sutro? 
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Mr. PROCTOR. Not that I’m aware of. I’ve talked to the Independ- 
ent Counsel but not in regards to the Pillsbury. 

Mr. Chertoff. Mr. Dewey, were you ever interviewed by them? 

Mr. Dewey. No, sir. 

Mr. Chertoff. Mr. Denton, were you ever interviewed by them 
concerning Whitewater, what you’ve testified about today? 

Mr. Denton. Yes. 

Mr. Chertoff. When was that? 

Mr. Denton. July 1994, on at least one occasion, I spoke with 
representatives on at least two other occasions. 

Mr. Chertoff. Mr. Ritter, were you ever interviewed by them? 

Mr. Ritter. No, sir. 

Mr. Chertoff. Did you ever communicate with them, for exam- 
ple, about your discussions with Mrs. Clinton early in 1980? 

Mr. Ritter. With the RTC? 

Mr. CHERTOFF. With Pillsbury Madison? 

Mr. Ritter. I am not familiar with Pillsbury Madison, sir. 

Mr. Chertoff. Mr. Patterson, did they ever interview you? 

Mr. Patterson. I am not familiar with that name, and I don’t 
have any recollection of that. 

Mr. Chertoff. Mr. Burge. 

Mr. Burge. No, sir. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Mr. Ben-Veniste. If I may, Mr. Chairman? 

The Chairman. Certainly. 

Mr. Ben-Veniste. Have any of you been interviewed by repre- 
sentatives of the FDIC or the RTC? 

Mr. Denton. Yes, I have. 

Mr. Ben-Veniste. Mr. Patterson. 

Mr. Patterson. I have not. 

Mr. Ben-Veniste. Mr. Burge. 

Mr. Burge. No, I have not. 

Mr. Ben-Veniste. Very well. Thank you. 

The Chairman. The Committee wants to thank all of those wit- 
nesses who have participated today. Most of you have answered the 
questions in a very straightforward, very truthful way, and I think 
to the best of your ability. We are indebted to you for your partici- 
pation. 

Thank you. 

We stand in recess until tomorrow at 10:00 o’clock. 

[Whereupon, at 3:10 p.m., the hearing was recessed, to reconvene 
at 10:00 a.m. on Thursday, May 9, 1996.] 

[Appendix supplied for the record follows:] 
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Office of the Independent Counsel 


1001 Pennsylvania Avenue, N.W. 
Suite 490-Norxh 
Washington, D.C. 20004 
(202) 514-8688 
Fax (202) 514-8802 


May 3, 1996 


Robert J. Giuffra, Jr., Chief Counsel 

Committee on Banking, Housing and Urban Affairs 

United States Senate 

534 Senate Dirksen Office Building 

Washington, D.C. 20510-6075 

Dear Mr. Giuffra: 

In your letter of May 2, 1996, you inquire on behalf of the Senate Special Committee 
whether our investigation would be hindered or impeded if the Committee were to call Harry 
Don Denton as a witness to provide deposition testimony or perhaps appear at a public 
hearing. You state that Mr. Denton will only be questioned about matters in connection with 
the Whitewater investment 

At this time, we do not believe that our investigations and prosecutions would be 
hindered or impeded if Mr. Denton testifies concerning the Whitewater investment, provided 
that testimony does not delve into the banking practices of Madison Guaranty Savings and 
Loan Association ("Madison Guaranty"). Any questions which call for testimony by Mr. 
Denton concerning the banking practices of Madison Guaranty could lead to claims by the 
criminal defendants in United States v. James B. McDougal. et al . that their rights to a fair 
trial were jeopardized. Accordingly, while we do not have substantial concerns about 
testimony by Mr. Denton about Whitewater at this time, we strongly request that the 
Committee refrain from seeking any testimony from Mr. Denton concerning the banking 
practices of Madison Guaranty prior to the conclusion of trial in United States v. James B. 
McDoueal. et al . 

If you have any questions about this matter, please feel free to contact me. Thank you 
for your continued concern for the integrity of our investigation. 


Sincerely, 



-John D. Bates 

Deputy Independent Counsel 


cc: Lance Cole, Esq., Democratic Deputy Special Counsel 
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Office of the Independent Counsel 

1001 Pennsylvania Avenue, N. W. 
Suite 490-North 
Washington . D.C. 20004 
(202) 514-8688 
Fax (202) 514-8802 


May 7, 1996 


Robert J. Giuffra, Jr., Chief Counsel 

Committee on Banking, Housing and Urban Affairs 

United States Senate 

534 Senate Dirksen Office Building 

Washington, D.C. 20510-6075 

Dear Mr. Giuffra: 

On May 3, 1996, we informed you that our investigations and prosecutions would 
not be hindered or impeded if the Senate Special Committee examined Harry Don Denton 
concerning the Whitewater investment, provided that the questioning and testimony do not 
delve into the banking practices of Madison Guaranty Savings and Loan Association 
("Madison Guaranty"). You have now asked for our position with respect to the 
Committee’s proposed examination of Mr. Denton concerning his knowledge of the April 
1985 fundraiser involving Madison Guaranty. At this time, we do not believe our 
investigations and prosecutions would be hindered or impeded if Mr. Denton were 
questioned about matters in connection with the April 1985 fundraiser. However, we 
reiterate our strong request that the Committee refrain from seeking any testimony from Mr. 
Denton concerning the banking practices of Madison Guaranty (with the exception of the 
April 1985 fundraiser) prior to the conclusion of trial in United States v. James B. 
McDougal. et al . 

Please feel free to contact me with any further questions. Thank you for your 
continued concern for the integrity of our investigation. 


Sincerely, 



John D. Bates 

Deputy Independent Counsel 


cc: Lance Cole, Esq., Democratic Deputy Special Counsel 
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Ret) Estate - Partial Interest G 

^O.oeo 


Real Estate - Partial Interest G 



Automobiles 

'6 . OO 0 

*0 

Secured Debt Due Others 

frH.oUi) 

os 

Persona) Property 

to 

• > 

Unsecured Debt Du* Others 

T<i u!jggB» 

Other Assets • Itemite 



Other Oebt* - tterrwe 
























TOTAL LIABILITIES 





NET WORTH (total assets less total kabTiues) 



TOTAL ASSETS ‘ASI* rco 


0* 

TOTAL LIABILITIES & NET WORTH 


EP= 

INCOME SOURCE 


PERSONAL INFORMATION 

Salary 

* i3£Lo#o 

0 $ 

OateofBWh: lo(V*(«n *| \ANlCU. 

8onua t Commissions 



Do You Have e Win? Exeoutor. 

Dividends / imereat 

To 0a« 

o 0 

Have vou been declared bankrupt? WO 

Real Estate Income 



Explain: 




Are you a defendant in legal action? 

TOTAL 


OO 

Explain: 

CONTINGENT LIABILITIES AS COMAKER, ENDORSER, GUARANTOR 

Debt Payable By 

Debt Payable To 

Amount Due 


... - . 



- 



• 






2flL.ec 


(BOTH SIDES OF THIS STATEMENT MUST BE COMPLETE) * 

For th* pupoM o I procunng and main t aini ng crediL kwe eubmn the ta n goin g u a trv* and eocural* na taman t of my/our financial condition. 
A»nh<maa<kmiatwot>ygt»ontoTi»mC>tyeanfcw»onv<nanvmarwwft<>^m»appropriata>tafmimlnaladon«N>«wnn»af^Tf^undor »i gnada9< , »«« t o 
nobly th* Lender ImmiSataty in wiling of any atomWcant t*»ange* m tuen tmmetai condition and aiao agrm » aubm* a current financial statement on #n 
annual bests, 

Th* undersigned ceritnea that Ota infon naU or provided en both rd*e of this 

ip n_ 

JOtmt 


u* agd corract 

JLl 
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(MOTH SIDE* I'rnS STATE K MUST 8 E COMPLETE} 


Type Account 

Account In Name of 

Where Oapoaitad j Amount 


Im - M-fLC r <\ C- 

' Ur> .r*+ 

' 





■ - l ’ 





CASH - DEPOSITORY RELATIONSHIPS 


LIFE AND/OR ISABILITY INSURANCE 

Name Of Company Life £>i»a. Saneftciarv Cash Value * Loam 






U n^v\ p 








jZ. 


LISTED SECURITIES - ACTIVELY TRADED 


Number 
Of Sharea 

Market Value 

Description Of Seeuribe* 

.’ama Of 

Each 

Tout 

“ToT 

irn.oft 


_____ 

7h. 

itp . 

4T0OO 

AO. mo 

JA(ur'/ / *^'»vN^ X- 

M 



20 »00 


ui 














1 


UNLISTED SECURITIES - NOT ACTIVELY TRADED - Cloealy Hald 



ACCOUNTS & riOTES RECEIVABLES 


Amount j Doubtful? 


Debt Payable 8y 

Wig. - «■ ' 


Repayment Term a 


T 








&J? 9 Q 


REAL ESTATE OWNED 


Daacriptlon 
Of Property 

Title In Name Of 

Data 

Acquired 

Cost 

Market 

Value 

M rtgaga 

Amour \ \ Maturity 



l'il< f.?' 

— 

^htfj.uou 

. } 

1 

•\.^~'LUUisrtZi V 




i 


V 




| 






1 






1 


PARTIAL INTEREST IN REAL ESTATE 


Deeeriptlon 
Of P 


Year 

Purchased 


Original 
Co ft 


Market 
Value Today 


Mortgage 

Owing 


Equity 

Value 


Your % I Your Equity 
Ownership 1 Value 


L 

DEBT DUE BANKS, SAVINGS & LOANS, FINANCE COMPANIES, AND OTf TS 


Secured Or 
Unsecured 

Name Of Lander 

Repayment Terms 

Currant 

Owing 

Original 

Owing 

ii.i in 


bass{*s-~Z£. 

/«/,[( 7 

£o. Oo 0 


_ __ 




1 OjfiOO 



1«>,J 00 

/ C'O. ffPi 


1 . 

«r 
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Real Estate Appraisal Certificate 

(All claaaaa of ft. E. Mtc®. Louu Un ler Section M of the F. R A.] 



If dairy farm or ranch, tl 2 e of herd or flock. 

Lul salt prlca (Year ] . . . $ "I aa status 

Aliened value I 'nr.-tal 11. E. Taxei 
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1st Ozark Nutter, al Bank 


» o •<> c *i * 

a»k*n.m riii4 
TElC^OnC I tot I <13 11)3 






February .24, 1 988 


/ 


/ 


Su^an McDougal 
WJiite Water Development Co., Inc. 
F.O. Box 7326 
Little Rock, AR 722 17 

/' 

Dear Susan. 



per our earlier telephone conversation, it is once again 
time for personal financial statements on the McDougais and Clintons, 
and /again time for the financial statements and income statements 
on the Whitewater Corporation. Please be sure that all parties 
sign the appropriate financial statements and forward them to us 
a sJ soon as possible. 

J We appreciate your help with this matter. If you have any 
questions, please feel free to call me. 

Sincerely , 

1ST OZARK NATIONAL BANK 

r 

Ron Proctor 
Vice President 



cr: 


HOUSE W/W RPT. 7924 


CBF 0404 
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REQUESTING EGA.N OFFICER A? PROVED ~F 


<g@KipiMaP — f°^@fp)[U)@llf5) (BY ins 11 ETf© 

©©mown ®M (MMKOMI® AM® [FQIMKKgOAIL 

PM&S02263 ) \ 

C^T'0411 


M®©: 

SUET 



PM&S02263 
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SECURITY RE .E« .SEAGREEMENT 




THIS AGREEMENT is made and en eied into in Flippin, Arkansas, on this 
day of May, 1985, by^nd- ^wean-CUU^ens Bank A Trust Company of 



Flippin, Arkansas, herein after re ei red to as M BANK'V>aQd Ozark Air Service 

I y/ \v 

Inc., herein afrier referred co as ’’OJARK*’, wherein che following promi 
covenants and stipulations are muti.al ly agreed, to wit: 

Ozark has enterjd-ditTo^Ti* agreemenr'wTrh-Jrfhi tewacer Estate^, 
for tiie purchase Qf^loTs 2, 3, 4, !, >i, 9, 10, 11, 12, 14, 

22, / 23, 24, 30, 35, 37, 43 and 44 of Whitewater Estates Subd' 

Marion County, Arkansas. 

2. / The Bank presently holds :h>- mortgage on said propert 
jlfith o/hers and that said mortgage »:xi eeds $35,000 dollars. 

i. That Ozark is purchasing ;aid properties from Whitewater EscateU, 

Inc., for the consideration of assu tii.g and agreeing to pay $35,000 dollars 
bf th i existing mortgage secured in p;.rt by the above properties. That B ink 
ts to the transfer of title t i he above properties but by said consent 
^t release Whitewater Estates. Inc., from any lawful obligation o / 

pa^ 

\4. Vrhat Bank agrees and covet ants with Ozark that for each amount otf 
$1 ,600^oll\rs paid on the mortgage Ba lk will fully release J^*<m said mortgage 
any one ok the\setout lots as Ozark m; designate. 

5. ThaX the properties heretc a«:knowledge the sufficiency of the con- 
siderations given for this agreemeni . 

6. Whitewater Estates, Inc., si-*ns hereto by its President and Secretary 
for the purpose of acknowledging it: agreement with Ozark and fc.r the additional 
purpose of consenting to che release o' security by Bank on rhe terms above fet- 



SECURITY RELEASE AGREEMENT 
Page 2 
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Corporation Mortgage... WW? Power of Sale 


KNOW ALL MEN BY THESE PRESENTS 

Ozark Air Scrvioesr-kicr- 


a Corporation organized and^usting under the laws ol the State ol _ 
with its principal place'oTbusiness located in Klijpin 

/Arkansas 


ArkanSaa^ 


(C»iyl 





of the sum/M ”*Ten Thousand Five HLrriro3& no/100- 
.o it in t)4ii<i paid by . .^TIZBC BANK OF UVACA 


. hercmalter called MORTGAGOR, for anfkjn consideration 

■DOLLARS 



This mortgage shall also be security for any other indebtedness of whatsoever kind that the GRANTEE or the holders 
or owners of this mortgage may hold against GRANTORS by reason of future advances made hereunder, or elsewise. 
by purchase or otherwise, up to S 10,000.000 to the lime of the satisfaction of (his mortgage. 

By accepting delivery of this mortgage and causing it to be filed lor record, the mortgagee will be deemed to have 

evidenced its agreement and obligation to advance S in addition to the S 

initially loaned, tn be used in construction ol a house on the above described property. Proceeds herein are lor materials 
and Ijahjor only for said construction. 

TO 'HAVE AND TO HOLD the same unto the said MORTGAGEE and unto their ^ 

heirs f successors and assigns forever, with all the privileges and appurtenances thereto belonging, v \ 


heirs K 
encui 
will 
demi 


4nd fbe MORTGAGOR for its successors and assigns, covenants with the said MORTGAGEE, 
successo rs and assigns, that it is lawfully seized in fee of the aforegranted premises thai 


re free from all 

ijnbrances. that it has good right l«* sell and convey the same to the said MORTGAGEE as aforesaid, and lhat it 
its succ**ssors shall forever warrant and defend the title to the said Real Estate against all lawful claimsvand 
nds whatever. \ 


MOf 

lor 


dun 


/its\ 


Tjhe foregoing conveyance is on condition: That. Whereas, the said MORTGAGOR, is justly indebted to the said 
GflThi the Mini of * 8 Ten Th ousa nd Five Hundred & no/100- 


RGAG 


:~DOtLAR5 


t 


fy borrowed evidenced Ivy u pro missory note of even date and like amount 

nd payable as therein set out. 
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INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


THURSDAY, MAY 9, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington , DC. 

The Committee met at 10:25 a.m., in room 216 of the Hart Sen- 
ate Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 

OPENING COMMENTS OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. The Committee will come to order. 

I want to apologize for the delay in starting the hearing this 
morning. Ms. Thomasson, would you stand for the purposes of tak- 
ing the oath. 

[Witness sworn.] 

The Chairman. Thank you. 

Ms. Thomasson, do you have any statement that you would like 
to make? 


SWORN TESTIMONY OF PATSY L. THOMASSON 
DEPUTY ASSISTANT TO THE PRESIDENT & 

DEPUTY DIRECTOR OF PRESIDENTIAL PERSONNEL 

Ms. Thomasson. No, sir. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Good morning, Ms. Thomasson. 

I want to take you back to 1993. I’m going to hold up and I think 
you have probably seen this before, this is a Xerox copy of a note- 
book that was in Vince Foster’s office, and more specifically in his 
briefcase, at the time of his death on July 20th, which was held by 
Mr. Nussbaum for over — well, I guess for the balance of his tenure 
as White House Counsel, and then was held later in the White 
House Counsel’s Office for over a year before it was turned over to 
the authorities. 

That notebook is filled with his observations and his comments 
about the handling of the Travel Office firings, including comments 
about you and your activities. When is the first time you saw that 
notebook? 

Ms. Thomasson. I have never seen the original notebook that I 
recall. 
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Mr. Chertoff. When is the first time you learned of the exist- 
ence of the notebook? 

Mr. Williams. You mean this notebook you just handed to us? 

Ms. THOMASSON. I don’t know that I knew it existed before you 
just made your statement, Mr. Chertoff. 

Mr. Chertoff. You mean to say that, until today, you had never 
heard or seen anything, even in the media, about the fact that 
Vince Foster had a large notebook that was in his briefcase at the 
time of his death which contained information about the Travel Of- 
fice firings? Until today you didn’t know that? 

Ms. THOMASSON. I don’t read all that stuff in the paper, Mr. 
Chertoff, I don’t have time for it. 

Mr. Chertoff. Did you know that Mr. Foster was working on 
putting together some kind of a report or some kind of a memo 
with respect to the Travel Office matter before he died? 

Ms. THOMASSON. I don’t have any knowledge of that, sir. 

Mr. Chertoff. You worked with Mr. Foster with respect to the 
Travel Office matter; isn’t that correct? 

Ms. THOMASSON. I did. 

Mr. Chertoff. Now at that period of time you were Mr. Watkins’ 
Deputy, that’s to say in 1993? 

Ms. THOMASSON. Yes, I was. 

Mr. CHERTOFF. And that would be David Watkins. What was his 
exact title in 1993? 

Ms. THOMASSON. He was Assistant to the President for Manage- 
ment and Administration. 

Mr. Chertoff. You were his Deputy? 

Ms. THOMASSON. I was his Deputy. 

Mr. Chertoff. Now, you know that Mr. Watkins wound up writ- 
ing a memorandum sometime after he was, I guess, reprimanded 
as a consequence of an internal White House review for his han- 
dling of the White House Travel Office matter? 

Ms. THOMASSON. I do. 

Mr. Chertoff. You know that because he showed it to you; is 
that right? 

Ms. Thomasson. That’s correct. 

Mr. Chertoff. When did he show it to you? 

Ms. Thomasson. Sometime in the fall of 1993. 

Mr. Chertoff. You reviewed it? 

Ms. Thomasson. Yes, I did. 

Mr. Chertoff. You made marginal notations? 

Ms. Thomasson. I did. 

Mr. Chertoff. Am I correct that, with respect to this, and you 
have a copy in your package in front of you; it’s headed, “Privileged 
and Confidential, Memorandum for,” and then there’s no name list- 
ed, and it says, “From David Watkins.” It’s marked, “Draft.” You 
saw this in the fall of 1993? 

Ms. Thomasson. Sometime in the fall of 1993. 

Mr. Chertoff. Mr. Watkins gave it to you? 

Ms. Thomasson. Yes, he did. 

Mr. Chertoff. He gave it to you so you could make comments? 

Ms. Thomasson. He asked me to read it. 

Mr. Chertoff. You made comments on it? 

Ms. Thomasson. I made a couple of notations on it, yes. 
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Mr. Chertoff. Am I correct that, except for the question mark 
and the lines on the first page, you have identified all the hand- 
writing on this as being your writing? 

Ms. THOMASSON. I did not identify the handwriting on the sec- 
ond — on the second page of the memo as mine. I don’t know whose 
that is. I identified the information on the third page, where it 
says, “John Rogers,” and “Firing of prior Travel Office Head” is 
mine. And the writing on CGE 12290 is mine. That’s all the hand- 
writing I see. 

Senator Sarbanes. Mr. Chairman. 

The Chairman. Senator Sarbanes. 


OPENING COMMENTS OF SENATOR PAUL S. SARBANES 


t* 
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n- 
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ist- 
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Senator Sarbanes. The Travel Office is not within the scope of 
our Resolution, and in fact, it’s being looked into by the Committee 
over in the House, chaired by Representative Clinger. Now, I’m not 
really making his argument for poaching on his territory, although 
he conceivably might be sensitive to that, but I am making the 
point that it’s not within the scope of the inquiry of this Committee 
to look into the Travel Office matter. 

In fact, you know, it is being looked into, so it is not as though 
it is not being examined. It is being examined by a Congressional 
Committee, and I assume from what I read in the newspaper, at 
least in some respects by the Independent Counsel, but it is not 
within the scope of our Committee. 

The Chairman. I think the Senator makes a fair point and we 
do not intend nor do I think it would be the call of this Committee 
to move into the Travelgate matter per se. However, as it relates 
to the handling of papers in Vince Foster’s office, to exploring the 
motivation of those people who went into Foster’s office the night 
of his death or thereafter, or handled papers in his office, it is an 
important element. Obviously, it is an element that came to the 
Committee’s attention well after we had any reason to believe that 
there was any possible connection with the movement of papers, et 
cetera. 

So for a limited period, I am going to permit a reasonable explo- 
ration into this area as it relates to the papers, to why people may 
or may not have been interested in them. Was that part of the con- 
sideration, was that an area that they were looking into, was this 
memorandum something that Ms. Thomasson knew about. 

This was the first time I’ve heard that she was aware, you might 
say well, this is out there in the public domain. But just the way, 
believe it or not, Ms. Thomasson has indicated she doesn’t follow 
everything with minute detail in the press, even those matters that 
people may think have been of concern, I have no memory of hav- 
ing seen the fact — until you testified now, that you had even seen 
these, nor did I have any reason to believe or did the Committee 
have any reason to believe that these papers may have been of 
some interest. 

So for those purposes, I am going to permit Mr. Chertoff to con- 
tinue. Go ahead, Mr. Chertoff. 

Mr. Chertoff. Now 

Senator Sarbanes. I take it we are not going to go into the sub- 
stance of these? 
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The Chairman. No, I don’t intend to get into that. 

Mr. Chertoff. 51 

Mr. Chertoff. Before we get into the questions that had been 

asked previously regarding this matter, Ms. Thomasson f 

The Chairman. There is a question concerning some previous a! 
testimony and I believe that the Committee has an obligation to as- J 
certain what the facts are. If there are going to be corrections l 
made, we will have them made. of 

Mr. Chertoff. This memorandum which you saw sometime in i v{ 
the fall of 1993, you returned a copy to Mr. Watkins? 

Ms. Thomasson. I thought I returned the only copy that he gave $k 
me to Mr. Watkins. 

Mr. Chertoff. You made whatever notations you felt were ap- v 
propriate and then you returned it; right? ' 

Ms. Thomasson. I thought I did. I did not return it to him. M 

Mr. Chertoff. In any case, it is clear you did review the docu- J 
ment in the fall of 1993? co 

Ms. Thomasson. I’ve answered that. Yes, I have. 

Mr. Chertoff. I want to direct your attention back to July 11, |, F 
1995, when, in connection with your deposition for this Committee Jj 
regarding the handling of documents in Mr. Foster’s office — and I % 
don’t think you will dispute the fact that, late in the night after $ 
his death, you in fact were in his office. I mean that’s undisputed; m 
is that correct? to 

Ms. Thomasson. Sometime around 10:00 p.m., yes. en 

Mr. CHERTOFF. In connection with our examination of that issue, [ 
you were asked a series of questions in your deposition concerning lajj 
the work you had done with Mr. Foster before his death, which Co 
were designed to examine your state of mind and to help us explore i 
the question of why Mr. Watkins may have chosen to ask you to k 
go into the office. You answered at some length about the nature 
of your work, without, I might add, any objection to our exploration la 
of this by anybody in the room, so that this was clearly within the !ai 
scope of what we examined in the course of the deposition. It was 4 
relied upon by — certainly by myself, I can’t speak for anybody else R 
but I presume by others, in determining what to pursue with the m 
investigation of the handling of Mr. Foster’s office after his death. n* 
Therefore, what I would like to do is not to get into the underly- Sc 
ing merits of the wisdom or lack of wisdom or the propriety of what k 
was done in the Travel Office, but to determine the accuracy of 
your statements about what occurred, as they were given to this ® 
Committee under oath, in July 1995. 

I think you have a copy of your deposition in front of you. And 
if you do, I would like to ask you to turn to page 33. 

Mr. Williams. Again, we just received the minutes before the 
hearing started. 

Mr. Chertoff. Well, I assume, Ms. Thomasson, you did have a 
copy of this deposition. I think it was sent to you last year, in con- 
nection with your testimony before the Committee. But if you 
didn’t bring it, we made sure you had another copy. I want to first 
direct your attention to page 33, where you indicate that you 
worked with Mr. Foster during the spring of 1993 before his death. 

Question: What in particular was the work that you did in connection with that? 
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Answer: In connection with that, the White House staff in the Office of Manage- 
ment and Administration had been reviewing every office under its purview to make 
sure its operations were what we wanted them to be and to make sure they oper- 
ated in a manner that we thought was effective for the Clinton Administration. 

One of the offices we had not done was the White House Travel Office and we 
were working to evaluate the White House Travel Office and its function and its 
ability to function. When we got to that particular office, it was so different than 
5. every other office that we had looked at because we had already looked at the Office 
of Administration and we had looked at various offices within the White House, but 
the White House Travel Office was the only one that handled cash every day. None 
of the other offices handled cash on a daily basis because of the nature of their 
work. 

We did not have on staff at the White House accountants, numbers guys, bean 
counters, auditor types. As a result of that, we opted to hire someone from the out- 
side to come in to help with that particular part of the review of the Travel Office. 


¥■ 


lu- 


ll 

tet 
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I want to stop at that point, Ms. Thomasson, and I want to ask 
you this. The suggestion in that testimony is that in the course of 
a normal review of all of the functions at the White House, you fi- 
nally hit the Travel Office, and because there were issues of a fi- 
nancial nature with the Travel Office, you went out and hired ac- 
countants and auditors. 

Ms. Thomasson, the reason the accountants and auditors were 
brought in was because Ms. Cornelius, who had been assigned by 
Mr. Watkins to work in the Travel Office, had come to Mr. Watkins 
and said that she had uncovered what she viewed as irregularities; 
and because Mr. Watkins understood that there was a desire and 
intent on the part of Harry Thomason — no relation to you I want 
to make clear — to have his friends involved in the Travel Office op- 
eration. Isn’t that the fact? 


Senator Sarbanes. Mr. Chairman, I know Mr. Chertoff wants to 
lay out the Travelgate, and I guess it has been troubling him that 
Congressman Clinger has been doing it, but this doesn’t comport 
with what you indicated the purpose of this session was going to 
be, and I don’t think we ought to do Travelgate all over again. 

The Chairman. I agree we should not attempt to get into the de- 
tails of Travelgate nor do we intend to, but I do believe, as it re- 
tir lates to testimony that was given, particularly by Ms. Thomasson, 
u that the Committee has an obligation to ascertain what the facts 
were, the state of mind of the people who were looking for docu- 
ments in Mr. Foster’s office and apparently in his briefcase, the 
notebook. This is an area that Ms. Thomasson has given testimony. 
So for these purposes, I’m going to permit it. Mr. Chertoff is at- 
tempting to set the background 

Senator Sarbanes. That’s a discreet way of putting it, Mr. Chair- 
man. 

The Chairman. OK, but he is attempting to set the background. 
I am going to ask him to get to it, because as I have indicated to 
Counsel on the Minority, I think it is fair, we don’t need a replay 
of history, so to speak. There’s that tendency, because you want to 
try to put a setting to it, but we are aware of most of the things 
that have taken place, the record contains them, so we don’t have 
to revisit it again. 

I was probably a little tough on Mr. Ben-Veniste when I said let’s 
not ask every single witness was there a banking crisis in 1988 and 
what was the aspect, but he wanted to set the tone in which things 
took place. So I will permit both Counsel some latitude in that. But 
I will ask them to go more to the issue and to the facts. Otherwise 


A 




thi 
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we will be here for days and I don't think that serves the interests 
of getting the facts, and it doesn’t really help make the points that 
both sides think are necessary. I’m going to ask Mr. Chertoff, in 
that same spirit that I mentioned to Mr. Ben-Veniste yesterday, if 
we could get to it. 

Mr. Chertoff. I am going to focus directly on your prior sworn 
testimony before this Committee, which you gave under deposition 
last year? That’s what we’ll keep focused on. At page 34 of your 
deposition, you describe the decisionmaking process to hire the 
auditors, which was a result of an ordinary course review of all of 
the operations. In the course of that, for no reason other than you 
didn’t have accountants on staff, you came to the Travel Office, and 
you hired accountants. Is your testimony about the reason and the 
manner in which the accountants were hired on pages 33 and 34 
of your deposition correct or not? 

Ms. Thomasson. It’s correct, sir. 

Mr. Chertoff. So your testimony is that the accountants were 
hired, not because of any allegations or claims that you were aware 
of concerning problems in the Travel Office, but as part of an ordi- 
nary course review of all of the operations? That’s your sworn testi- 
mony today? 

Ms. Thomasson. It’s my sworn testimony because there was over 
$10 million that we found that went through that office on an an- 
nual basis. We didn’t have anyone who had the knowledge or the 
background or experience to look at that — those kinds of accounts 
and do a reasonable audit on that. We needed to do that; we hired 
those people to come in and do it. 

Mr. Chertoff. Your testimony is that it was done before there 
was any allegation or any decision to substitute new people in the 
Travel Office for the ones who were then occupying that office? 

Ms. Thomasson. That decision was made before any decision 
was made about putting somebody new in there, or terminating the 
former employees of the Travel Office. 

Mr. Chertoff. Your testimony was: “We talked among David 
Watkins and Vince and myself, and we agreed that it would be a 
better idea to get someone from the outside than someone from the 
inside.” Is it your testimony that those were all the people who dis- 
cussed the question of bringing auditors in? 

Ms. Thomasson. Where are you reading from? 

Mr. Chertoff. Page 34 of your testimony, paragraph beginning 
at line 11. 

Ms. Thomasson. I don’t recall talking to anyone else but David 
and Vince with regard to that. 

Mr. Chertoff. So you didn’t talk to Mr. Eller about it? 

Ms. Thomasson. I didn’t talk to Mr. Eller about it. 

Mr. Chertoff. Were you aware that Mr. Eller had discussions 
with people about it? 

Ms. Thomasson. I was aware Mr. Eller had an interest in it. 

Mr. Chertoff. Were you aware that the First Lady had an inter- 
est in it? 

Ms. Thomasson. I don’t recall. The First Lady never called me 
about it, never talked to me about it. 

Mr. Chertoff. Isn’t it a fact, Ms. Thomasson, that contrary to 
the notion that this was an ordinary course review which just came 
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up in turn, the decision to have auditors called in was made on an 
emergent basis or urgent basis, short-circuiting the normal plan for 
doing a management review? 

Ms. Thomasson. The process for the management review was set 
by the office staff, and when we got to the Travel Office, it was, 
the determination to hire the outside auditors was on an urgent 
basis and we did have them come in on a quick basis. 

Mr. Chertoff. You would agree with me you short-circuited the 
long-term plans to do the review in order to turn to the Travel Of- 
fice immediately; right? 

Ms. THOMASSON. We didn’t have a long-term plan, other than to 
say we were going to review all offices within the Office of Admin- 
istration and within the White House office, to look at each oper- 
ation. We did not have a fixed schedule that said we’re going to do 
this office this week and another office the next week, because we 
had to do all our other work in addition to doing the review. We 
did not have a fixed schedule. 

Mr. Chertoff. Let me ask you to turn the draft of Mr. Watkins’ 
memo which you indicated you reviewed and which has your hand- 
writing on it. If you’ll turn to page CGE 12288. 

Senator Sarbanes. Do we know the date of this memo? 

Mr. Chertoff. I believe the witness testified she saw it in the 
fall of 1993. 

Senator Sarbanes. The fall of 1993? 

Mr. Chertoff. Correct. This is presumably after Mr. Foster’s 
death but before her testimony. I want to direct your attention, do 
you have page 12288 in front of you? 

Ms. Thomasson. I do. 

Mr. Chertoff. You see the last line, next to last paragraph says: 

If given time to develop, the original plan to reorganize the Travel Office for a 
smooth transition in September would have allowed the Travel Office employees to 
seek other Federal placement, along with other Executive Office of the President 
staff, in anticipation of the end of the fiscal year staff cuts; however, when pressure 
began to build for immediate action in the Travel Office, the long-term plans were 
short-circuited. 

Is that, in fact, what really happened? 

Ms. Thomasson. Mr. Chertoff, you would have to ask Mr. Wat- 
kins about that because I wasn’t there in February 1993. 

Mr. Chertoff. You read it. You got there in March, though? 

Ms. Thomasson. March 1. 

Mr. Chertoff. The auditors were hired March 13 and 14; right? 

Ms. Thomasson. May 13 and 14. 

Mr. Chertoff. May 13 and 14. So during the period of time you 
were there, you presumably had some knowledge of the planning 
of how the Travel Office review was going to take place; right? 

Ms. Thomasson. I had no exposure to the Travel Office until 
sometime after May 1. 

Mr. Chertoff. You’re not in a position to agree or disagree with 
this statement in the memo; is that your testimony? 

Ms. Thomasson. That’s exactly right. 

Mr. Chertoff. During the period of time that this review with 
the auditors was going on, you were involved in reporting on that 
to Mr. Kennedy and Mr. Foster? 

Ms. Thomasson. I was. 

Mr. Chertoff. Mr. Foster was involved in this process; right? 
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Ms. Thomasson. He was. 

Mr. Chertoff. You obviously were aware of that because you 
were involved in the process? 

Ms. Thomasson. Absolutely. 

Mr. Chertoff. Was there something called a SWAT team at the 
White House? The group with the informal designation of a SWAT 
team was also involved in handling this Travel Office matter in 
May? 

Ms. Thomasson. They were involved in all of the management 
reviews of all the offices within the Office of Administration in the 
White House office. 

Mr. Chertoff. Were they known as the SWAT team? 

Ms. Thomasson. From time to time. 

Mr. Chertoff. Were you part of the SWAT team? 

Ms. Thomasson. No, I was not. 

Mr. Chertoff. Was Mr. Foster part of the SWAT team? 

Ms. Thomasson. He was not. 

Mr. Chertoff. At the point at which a decision was made to go 
hire outside auditors, had a decision already been made to sub- 
stitute new people for the Travel Office staff and to take over the 
Travel Office function before the auditors were hired? 

Ms. Thomasson. Not to my knowledge. 

Mr. Chertoff. Isn’t it a fact that the very day there was discus- 
sion about going out to hire the auditors, you had discussions with 
people in the White House about the propriety of hiring new people 
to take over the office without having a bid, an open bid procure- 
ment process? 

Ms. Thomasson. One of the items that we talked about was 
doing what the rest of the Government does, and to outsource all 
our travel arrangements at the White House. It was my under- 
standing at that time that the White House was the only Govern- 
ment agency that didn’t outsource its travel arrangements. 

Mr. Chertoff. I’m asking you a different question and I’ll put 
it in perspective with the dates. We have a chronological record 
prepared by the White House itself. It’s a 2-page chronology which 
is in your package, CGEPR 563; it’s a typed chronology. Do you rec- 
ognize the handwriting on the chronology? 

Ms. Thomasson. I do not. 

Mr. Chertoff. Now on May 13th, it says, “David Watkins con- 
tacts Larry Herman of Peat, Marwick and asks the company to re- 
view Travel Office files.” Do you have reason to dispute that it was 
on Thursday, May 13th, that the initial contact for Peat, Marwick 
was made? 

Ms. Thomasson. No. 

Mr. Chertoff. Then the next day, Friday, May 14th, it says, 
“Larry Herman and five other Peat, Marwick accountants began re- 
view.” Do you have any reason to dispute that that’s, in fact, what 
happened? 

Ms. Thomasson. I do not. 

Mr. Chertoff. You see that this chronology was prepared on 
May 25, 1993? That was before Mr. Foster’s death; is that correct? 

Ms. Thomasson. Yes, it is. 

Mr. Chertoff. When was the first time you saw this chronology? 

Ms. Thomasson. Today. 
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Mr. Chertoff. No one ever showed you that chronology? 

Ms. Thomasson. I do not recall having seen this before. 

Mr. Chertoff. This is a White House document, CGEPR 563, I 
think it was distributed to everybody. I think it is a public docu- 
ment, or made public by the House. 

Senator Sarbanes. This is a House document? 

Mr. Chertoff. That's correct, Mr. Chairman. 

Senator Sarbanes. Well, Mr. Chairman, we are back doing the 
House's job again. 

The Chairman. We're not going to do the House’s job, but 

Senator Sarbanes. That's what we're doing. 

The Chairman. This is a matter of public record. We are not 
going to get into the details of this, but we are going to get into 
what Ms. Thomasson has testified to before, what she knew, et 
cetera, and for those limited purposes, I am going to allow Mr. 
Chertoff to continue. 

Senator Sarbanes. I guess I need to have some understanding 
of what Mr. Chertoff's theory is within the scope, because if there 
is such a theory, he could get to that with Ms. Thomasson. What 
we're doing right now is just marching through the Travelgate step 
by step. I take it these are documents from the Clinger Committee; 
is that right? 

Mr. Chertoff. That's correct. 

Mr. Chairman, my theory is very simple. We took a deposition 
of Ms. Thomasson to determine what was on her mind or what her 
knowledge was concerning Mr. Foster's activities when Mr. Wat- 
kins directed her to go into that office 

The Chairman. I think it's important to note that Mr. Watkins 
directed Ms. Thomasson to go into the room. Consequently, there's 
a very real question as to why and what it testified to — why people 
were directed to go into Vince Foster’s office and what people may 
or may not have been concerned about and what they may or may 
not have been looking for. That's a very real question, and we will 
permit that. 

Ms. Thomasson. Mr. Chairman, if I could just correct one thing. 

The Chairman. Certainly. 

Ms. Thomasson. I was not directed to go into Vince Foster's of- 
fice. When David Watkins paged me to let me know that Vince Fos- 
ter had killed himself, I was distressed, I was disturbed that my 
friend had killed himself. And at that time I said what can I do 
to help, where are you, do you need me at the house to answer the 
phone, what do you need me to do. And he said do you mind going 
to the White House and just see if Vince Foster left a suicide note. 

The Chairman. And we will examine that. 

Mr. Chertoff. Now in connection with that question of your 
state of mind, what you knew as of July 20th, we explored that in 
your deposition. Your involvement in working with Mr. Foster, logi- 
cally suggests what you knew or could have supposed was in Mr. 
Foster's office. 

And as I say, we had a considerable amount of testimony from 
you in the deposition about this Travel Office activity without ob- 
jection. That's what I want to review now, in light of documents 
that have become known after you testified. 
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There came a point in time that outside people were brought in 
to take over the Travel Office function after the employees were re- 
moved. Were those people identified and selected before there was 
a decision to remove the Travel Office people? 

Ms. THOMASSON. Not to my knowledge. 

Mr. Chertoff. I want to go back to your testimony, page 37 of 
your deposition, you were asked at line 11: 

Question: At this point in time, was there a substitute for the company or agency 
that was handling the money in the Travel Office? Was there a change in the iden- 
tity of the people who would be handling the travel out of the White House? 

Answer: Not at that point. 

Question: Did there come a point where there was a change? 

Answer: Yes, there was. 

Question: When was that? 

Answer: It was the next week after the members of the Travel Office had been 
terminated. We had a firm that volunteered to come in and help us get through 
some period of time until we could let a contract to either do it through contract 
and have the work done by contractor, or we could make a determination on who 
we wanted to run that office on an ongoing basis. 

It's still your testimony that it wasn’t until after the members of 
the Travel Office had been terminated that new people were se- 
lected to come in? 

Ms. Thomasson. Based on my knowledge. 

Mr. Chertoff. I want to direct your attention to the Travel Of- 
fice chronology, CGEPR 563, the 2-page typed document. 

Senator Sarbanes. That came from the House Committee? 

Mr. Chertoff. That’s correct. 

May 10 — Harry Thomason and Darnell Martins meet with Watkins, describe Mar- 
tins’ encounter with Billy Dale. Thomason calls Martins’ Cincinnati office and has 
memo faxed to White House. Thomason makes copies for David Watkins, Katherine 
Cornelius and himself. 

And isn’t it a fact, Ms. Thomasson, that before the firing of the 
Travel Office workers during the week of May 17th, a decision had 
already been made the previous week as to who was going to come 
in and substitute for them? 

Ms. Thomasson. Not to my knowledge, sir. 

Mr. Chertoff. Isn’t it a fact that the previous week you person- 
ally had conversations with people at the White House in which 
you raised questions about whether it was appropriate to bring 
people in without a bidding procedure? 

Ms. Thomasson. I raised the issues about bidding procedures 
and how we would go through that, if that was the determination 
about how we would proceed with the White House Travel Office 
as other Government agencies do their travel. 

Mr. Chertoff. It is important to keep the weeks in sequence. It 
is the week of, I guess, May 17th that the firing occurs. Your testi- 
mony is that the selection of the new replacements does not come 
until after the firing. Isn’t it a fact that the week before the firing, 
on Friday, Mr. Watkins had a conversation with the First Lady in 
which the First Lady told Mr. Watkins that Harry Thomason had 
selected people to come in to run the Travel Office, World Wide 
Travel and Penny Sample, and that those people could be put in 
place immediately after the dismissals? 

Ms. THOMASSON. I don’t know what the conversation was be- 
tween Mr. Watkins and the First Lady. I have no idea about that. 
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Mr. Chertoff. And isn’t it a fact that on Monday morning of the 
following week, again before the people at the Travel Office were 
terminated, you had a conversation with Mr. McLarty and Mr. 
Watkins in which Mr. McLarty discussed with you that this issue 
of replacing the employees with the World Wide Travel personnel 
was on the First Lady’s “radar screen”? 

Ms. Thomasson. I don’t recall that in the discussion, but it cer- 
tainly could have happened. I don’t recall it though. 

Mr. Chertoff. Again, let me take you back to the draft of Mr. 
Watkins’ memo which you reviewed, and let me ask you to focus 
your attention on the second page. I want to read this to you. 

Foster regularly informed me that the First Lady was concerned and desired ac- 
tion — the action desired was the firing of the Travel Office staff. On Friday, while 
I was in Memphis, Foster told me that it was important that I speak directly with 
the First Lady that day. I called her that evening and she conveyed to me in clear 
terms that her desire was for swift and clear action to resolve the situation. She 
mentioned that Thomason [Harry Thomason] had explained how the Travel Office 
could be run after removing the current staff — that plan included bringing in World 
Wide Travel and Penny Sample to handle the basic travel functions, the actual ac- 
tions taken post-dismissal, and in light of that, she thought immediate action was 
in order. 

On Monday morning, you came to my office and met with me and Patsy 
Thomasson. At that meeting you explained that this was on the First Lady’s “radar 
screen.” The message you conveyed to me was clear: Immediate action must be 
taken. I explained to you that I had decided to terminate the Travel Office employ- 
ees, and you expressed relief that we were finally going to take action (to resolve 
the situation in conformity with the First Lady’s wishes). We both knew that there 
would be hell to pay if, after our failure in the Secret Service situation earlier, we 
failed to take swift and decisive action in conformity with the First Lady’s wishes. 
You then approved the decision to terminate the Travel Office staff, and I indicated 
I would send you a memorandum outlining the decision and plan, which I did. 

Now this memorandum indicates that you were personally 
present at this meeting on Monday morning, before the Travel Of- 
fice staff was fired, in which there was discussion about the plan 
to replace them with World Wide Travel and that this was on the 
First Lady’s “radar screen.” Your testimony is you don’t remember 
this meeting? 

Ms. Thomasson. No, my testimony is that I don’t remember that 
part of the conversation of the meeting. At that meeting Mr. Wat- 
kins had asked me what my opinion was with regard to firing the 
Travel Office. And my opinion at that time had changed because 
the Peat, Marwick people had been there all weekend and they had 
made it very plain, very clear for me to see that the Travel Office 
was not being run under normal operating procedures that any 
small business would be asked to do. 

I didn’t see any way to correct those errors without replacing the 
White House Travel Office. Mr. Watkins asked me my opinion with 
regard to that, I gave him my opinion, and I told him that I agreed 
that we should fire the White House Travel Office. 

Mr. Chertoff. My question to you is this, Ms. Thomasson. 
Wasn’t the selection of the people who were going to take over 
made before there was a decision to fire the people who were the 
current incumbents? Didn’t you know that fact because it was clear 
to you, at the very least, as of that meeting Monday morning? 

Ms. Thomasson. I knew on Monday morning, if we were going 
to fire the White House Travel Office, we had to have replacements 
and that they had to be there quickly, they needed to be there the 
next day. 
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Mr. Chertoff. You knew who the replacements were? 

Ms. THOMASSON. I knew who we were talking about. I didn’t 
know they would be selected that morning. I knew that morning 
who we were considering, yes. 

Mr. Chertoff. So when you told us in response to the question 
that I asked you last year at this point in time was there a sub- 
stitute for the company or agency that was handling the money, 
and you said not at that point. 

Ms. THOMASSON. There was not a decision made at that point, 
Mr. Chertoff, on who it would be or if it would in fact be them. 
There was a consideration being given to that particular company 
but we had to determine, through the purchasing people and the 
procurement people in our agency, whether or not we could in fact 
hire them. j G 

Mr. Chertoff. You then went on to say: 

Question: Did there come a point when there was a change? r* 

Answer: Yes, there was. 

Question: When was that? I A 

Answer: It was the next week after the members of the Travel Office had been gb 
terminated. We had a firm that volunteered to come in and help us get through 
some period of time. 

My point, Ms. Thomasson, is that it was not that the decision 
was made to fire the people and then a new group came in to vol- 
unteer to take over. My point is, wasn’t the reality that a decision a 
was made and there was a group that wanted to come in and take 
over? It was afterwards that a decision was made to fire the incum- 1 f 
bents in the office? F | 

Ms. Thomasson. That’s not correct, Mr. Chertoff. i . 

Mr. Chertoff. That’s not the way you remember it? 

Ms. Thomasson. That’s not the way I remember it. 

Mr. Chertoff. In the paragraphs I have read to you from Mr. j 
Watkins’ draft, you don’t recognize the handwriting on page 2? You 
don’t recognize it to be your handwriting? 

Ms. Thomasson. It could be mine but I don’t recognize it as 
mine. 

Mr. Chertoff. What is clear is there’s no writing on this, par- j 
ticularly next to the description of your meeting with Mr. McLarty 
and Mr. Watkins. There is no notation by you that this is incorrect 
or at variance with your memory as to how it was when you re- 
viewed this in the fall 1993; right? 

Ms. Thomasson. There are a lot of things that are incorrect in 
this memorandum. I didn’t correct anything in this memorandum. L 

Mr. Chertoff. You did make notations. My question is this 

Ms. Thomasson. They were not corrective notations. They were 
only additions or comments with regard to other aspects of the sit- l 
uation. 

The Chairman. One last question because we’re over the time. 

Mr. Chertoff. My question to you is simply this: In the fall oi 
1993, within 6 months of the time of these events, you had this 
memorandum, you reviewed it, and you made certain marginal no- 
tations or additions where you felt it was appropriate. There’s no 
notation, no dispute, no contradiction, nothing you have entered 
with respect to this description of a meeting you personally partici- 
pated in that in any way contradicts or takes issue with the ren- 
dition of events in this memorandum; isn’t that correct? 
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Ms. THOMASSON. That was not my assignment. I was only as- 
signed to read it, I was asked to read it; I read it, I gave him my 
comments. 

Mr. Chertoff. And no comments are there 

Ms. THOMASSON. I didn’t give him very many written comments, 
as you will see. 

The Chairman. Senator Sarbanes. 

Senator SARBANES. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Ms. Thomasson, in order for this questioning 
about Travelgate not to be a disingenuous pretext to exceed the 
scope of our Resolution by going into Travelgate because the tank 
is empty of material we are authorized to cover, one would expect 
a cogent theory of getting into this material that has some relation- 
ship to the investigation of materials in Mr. Foster’s office, looking 
for a note following his suicide on July 20, 1993. 

Now the theory would have to be that you were concerned about 
Travelgate and went into Mr. Foster’s office to search for, find, 
carry off, destroy, mutilate, spindle, and otherwise make unavail- 
able any material on the Travel Office. 

So now what do we have? We have, in fact, Mr. Foster’s spiral 
notebook found in his briefcase. When Mr. Chertoff held it up and 
you heard all those cameras clicking — as you will again, this is 
called a photo opportunity — you hold this up and you say here is 
a thick spiral notebook full of Mr. Foster’s jottings on the 
Travelgate, or the Travel Office matter. In fact, as you would know 
if you went through the document, in this thick spiral notebook, 
which is a photocopy of all of the pages in a spiral notebook, there 
are exactly 20 pages that have some writing on them. So that’s the 
particular spiral notebook. 

As I recall your testimony before this Committee, you went into 
the office of Mr. Foster to look for a note, to see if there was a sui- 
cide note, on the night of his suicide; correct? 

Senator Sarbanes. Could I interrupt Counsel just for a minute? 
Because Mr. Chertoff held this up and talked about this spiral 
notebook. I wasn’t aware of this, but I see that a great many of 
these pages are just blank. Is that the point? 

Mr. Ben-Veniste. Yes. There are only 20 pages that have any 
kind of writing on them. 

Senator Sarbanes. Out of all of these pages? 

Mr. Ben-Veniste. Right. 

Senator Sarbanes. Well, that certainly was not the impression 
that was left and it certainly was not the impression I had, so I 
am glad that point has been made because it clarified this matter. 

Mr. Ben-Veniste. If I recall your testimony, in the course of 
searching for a note on that evening, and we’ve testified about it 
several times at length over hundreds of pages of transcript, one 
of the places that you looked was in Mr. Foster’s briefcase. Accord- 
ing to your testimony, you opened the briefcase and you looked in- 
side to see if there was a note lying in plain view in the briefcase; 
is that correct? 

Ms. Thomasson. Yes. 

Mr. Ben-Veniste. That is the very place where this Travel Office 
notebook was located, and we know that because when the inven- 
tory was conducted in the presence of all of the three-letter agen- 
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cies, the Department of Justice and everyone else, according to the 
notes that were taken of that inventory, the Travel Office matter — 
and let me find the document itself, because we have that. 

On July 27, 1995, in our hearing, Exhibit 1 was the notes made 
by Mr. Spafford during the review of materials in the office. Among 
the things which were called out by Mr. Nussbaum was a “note- 
book of notes of meetings,” and then under that, “WH Travel Office 
management” and it appears to be either a file or a word that looks 
like that. 

So immediately after Mr. Foster’s death, in the presence of the 
Department of Justice, FBI, and Park Service officials, the note- 
book with Travel Office material was identified. That is the very I 
notebook which should have been, if there is a theory or a nexus 
as to why we are having this hearing, that is legitimately within 
the scope of our Resolution, that should have been your objective, 
to hone in on that and I guess do something untoward, get rid of 
it, doctor it up, somehow destroy it. Did that happen? 

Ms. Thomasson. No, sir. 

Mr. Ben-Veniste. In all of the 40 minutes that Mr. Chertoff was j 
questioning here — I guess that didn’t allow him the time to ask you a 
a direct question — was your intent to go in the office of Mr. Foster 
after his suicide to look for notes relating to the Travel Office? 

Ms. Thomasson. No, sir. 

Mr. Ben-Veniste. Did you, on that evening, review any material . 
that had to do with the Travel Office? 

Ms. Thomasson. No, sir. • 

Mr. Ben-Veniste. Was the Travel Office a matter that concerned 
you and was it the reason why you went to Mr. Foster’s office that 1 
evening? 

Ms. Thomasson. No, sir. 

Mr. Ben-Veniste. Will you tell us — for the hundredth time — whj . 
you went into the office that evening? 

Ms. Thomasson. I was asked to go to the office that evening tc s 
see if I could find a suicide note to determine whether or not Mr. J 
Foster left a suicide note. We wanted his wife and his children tc : 
be the first ones to know the contents, if there was such a note 

Mr. Ben-Veniste. Who asked you to go there? 

Ms. Thomasson. Mr. Watkins asked me to go there. 

Mr. Ben-Veniste. What was your reporting relationship witt 
Mr. Watkins at that time? 

Ms. Thomasson. He was my direct supervisor. 

Mr. Ben-Veniste. Do you recall where Mr. Watkins was when he 
asked you to go and look for a note at that time? 

Ms. Thomasson. He was at Vince Foster’s home. 

Mr. Ben-Veniste. Our evidence has been there was a questior 1 
as to whether a note was left by Mr. Foster in his home. The} 
looked for a note there and they did not discover one. According tc 
my recollection of the testimony, Mr. Watkins indicated that he 
had spoken with Mrs. Foster about the issue of whether a note hac 
been left, and thereafter had called you and asked you to go in anc 
see if he had left a note in his office. Now, we have had days o 
testimony regarding what occurred that night from Mr. Nussbaum 
from you, from Ms. Williams, and from others. I don’t intend tc 
spend the Committee’s time regurgitating, reiterating, and recy 
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cling all that information. We have a complete record of it, and I 
presume it will be the subject of a section in the final report. 

Is there anything that has come to your attention that would 
have a bearing on the testimony you gave previously. Some mate- 
rial that would clarify, elucidate, or correct anything to do with the 
reasons why you went into the office, or what you did when you 
were there that night? 

Ms. Thomasson. No, sir. 

Mr. Ben-Veniste. How many different agencies have you given 
your testimony or statements to with respect to this matter? 

Ms. Thomasson. The Park Police, the FBI, this Committee, the 
House Committee on Travel, this Committee more than one time. 

Mr. Ben-Veniste. I only count it once. 

Ms. Thomasson. OK. I think that’s it. 
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Mr. Ben-Veniste. Independent Counsel? 

Ms. Thomasson. Absolutely, Independent Counsel. 

Mr. Ben-Veniste. I wouldn’t think they would be neglectful of 
you in that regard. So that’s five different investigatory agencies. 
Do you have any idea of how much time you have spent testifying 
and preparing for testimony? 

Ms. Thomasson. I have no idea. It’s an enormous amount of 
time, to get ready each time that one has to do this. 

Mr. Ben-Veniste. Because when you come up here, you don’t 
know what questions will be asked about what subject. You have 
to go back so you can play this cat-and-mouse game about “gotcha” 
in some testimony you may have given 2 years ago on an unrelated 
subject. You have to go back and try to review all of that testimony 
on every subject in order to prepare adequately to come here to de- 
fend yourself, as it were, before this Committee. 

I have to say that as a trial lawyer, and understanding what it 
takes for a witness to prepare adequately under such circum- 
stances, it’s a tremendous obligation, and it’s a stressful kind of un- 
dertaking. I am very sympathetic to the witnesses who have been 
called, recalled, recalled again, and have testified in this way. I 
have to say that this Travel Office material was produced in Janu- 
ary of this year. You were again deposed in February of this year; 
is that correct? 

Ms. Thomasson. That’s correct. 

Mr. Ben-Veniste. A month after the memo you have been ques- 
tioned about was produced, you were not asked a single question 
by the Majority in your deposition about the subject? 

Ms. Thomasson. That’s correct. 

Mr. Ben-Veniste. That to me underlines the fact that this is 
well outside the scope of this Committee’s jurisdiction, to get into 
the details of the Travel Office as has been done here this morn- 
ing — and that the pretextual reason this would somehow provide a 
nexus between your search for a note on July 20, 1993, is strained 
at best. I have nothing further. 

Mr. Chertoff. Well, in light of that 

Senator Sarbanes. I want to withhold our time for a moment. 

Mr. Ben-Veniste. Let me ask you some other questions and 
maybe we can save some time by covering them more quickly from 
the Minority side. Now with respect to the Rose Law Firm billing 
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records, did you ever see those billing records, in Mr. Foster’s of- 
fice, on any occasion? 

Ms. Thomasson. I don’t recall seeing those records until my dep- 
osition. 

Mr. Ben-Veniste. I take it the Rose Law Firm billing records 
was not a motivator for you on the night of July 20, 1993, in going 
into Vince Foster’s office? 

Ms. Thomasson. No, sir. 

Mr. Ben-Veniste. And there was no discussion among you, Mr. 
Watkins, Judge Johnson, or any other characters who have been 
woven into this intricate conspiracy theory? The billing records, 
these highly and supposedly relevant and incriminating billing 
records, were the subject of any discussion about going into Vince 
Foster’s office after his suicide? 

Ms. Thomasson. No, they were not. 

Mr. Ben-Veniste. Let me, if I can, go to the actual statement, 
because Mr. Chertoff paraphrased it in a way that, in fairness to 
you, might have made a jump — and I have to say here if America 
ever fields a conclusion-jumping team for the next Olympics, we’re 
going to be in very good shape with the Majority staff. On page 33, 
you were asked: 

Question: And what in particular was the work that you did in connection with 
that [the Travel Office review]? 

Answer: In connection with that, the White House staff in the Office of Manage- , 
ment and Administration had been reviewing every office under its purview to make 
sure its operations were what we wanted them to be and to make sure they oper- I 
ated in a manner that we thought was effective for the Clinton Administration. ( 

One of the offices we had not done was the White House Travel Office and we 
were working to evaluate the White House Travel Office and its function and its 
ability to function. When we got to that particular office, it was so different than j 
every other office that we had looked at because we’d already looked at the Office 
of Administration and we’d looked at various offices within the White House, but 1 
the White House Travel Office was the only one that handled cash every day. None ‘ 
of the other offices handled cash on a daily basis because of the nature of their 
work. 

We didn’t have on staff at the White House accountants, numbers guys, bean 
counters, auditor types. And as a result of that, we opted to hire someone from the ' , 
outside to come in to help with that particular part of the review of the Travel Of- 
flee. We felt we had the talent and capability in-house to look at the management 
side and how the office was being managed, but we didn’t have in-house talent to 
review the numbers and to do an audit of the dollars and cents that were there. 

We talked among David Watkins and Vince and myself, and we agreed that it ; 
would be a better idea to get someone from the outside than someone from the in- 
side who might not be as credible, who might have done the work fine but might 
not be as credible because they didn’t have a CPA behind their name, so we would 
hire an outside firm. 


Is that what you testified to? 

Ms. Thomasson. Yes, sir. 

Mr. Ben-Veniste. Mr. Chairman, we’re going to yield back our 
time in order to move this along but I just want to make one obser- 
vation. Obviously, we’re going to have to deconstruct the photo op- 
portunities, I guess, over the next few weeks. 

At the outset of this hearing, Mr. Chertoff held up this document 
and unfortunately all the photographers have gone now, and waved 
it around and so forth these notes of Watkins. This was the docu- 
ment that was held up. These are the pages, these few pages, 21 
of them, that have any writing on them at all. Now these are the 
pages that have no writing on them. There are 88 pages with no 
writing and 21 pages with writing, so as I understand it, 80 per- 
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cent of these had no writing on them. I just make that observation 
for the record. 

With respect to the documents that were shown, another indica- 
tion of what we’re talking about here is that this Committee never 
subpoenaed those records from the White House. These were 
records that were turned over to the House of Representatives by 
the White House because they are looking into Travelgate. All of 
the documents that were displayed and about which this witness 
was questioned were documents that this Committee has received, 
not pursuant to process or request but over the transom, as it were, 
from the House. 

We yield back whatever time we have. 

The Chairman. Mr. ChertofF. 

Mr. CHERTOFF. Thank you, Mr. Chairman. 

Just to be clear on this, it’s 20 or 22 pages of closely written 
notes in Mr. Foster’s own handwriting. These notes detail in ex- 
quisite, painstaking detail all of his activities and discussions in 
connection with this matter, including discussions with you. 

For example, and I want to tie it directly to your prior testimony. 
Ms. Thomasson, it’s my understanding, that this document was not 
turned over to any investigative authority, until more than a year 
after Mr. Foster’s death. 

Mr. Ben-Veniste. Mr. Chairman, may I make a point here? 
When the inference is made that this document was hidden and 
not turned over, that’s a far cry from what actually happened, ac- 
cording to the testimony that we have had. The document was 
identified in the presence of the investigators on July 22nd, I be- 
lieve. The investigators stated that any document that they wished 
to have reviewed would be segregated, put in a stack, and Mr. 
Nussbaum would review that material. After reviewing it, he would 
make a decision about whether to turn it over or not. 

That document removed from the briefcase and identified as 
Travel Office material, notebook containing Travel Office inquiry 
material, was never requested at that time. I think that, in fair- 
ness, it should be said when we talk about material that was not 
turned over for a year. 

The Chairman. I think that’s a very fair observation. The Chair 
would make an observation as well, and I don’t want it to be point 
and counterpoint. Given the note that was turned over in which ob- 
viously Mr. Foster expressed his concern over a number of matters, 
including the travel situation, I think it goes to the heart of how 

S and why the search of the office should have been and would have 
been better handled by the Justice Department, as opposed to the 
manner in which it did take place. The note would have been found 
then, and the relevance if any as it related to the notebook would 
have been put forth. We wouldn’t have had the conjecture as to 
why this was not made available. 

But I think your observations, they will stand as you have made 
them and we will continue. 

Mr. Ben-Veniste. Thank you, Mr. Chairman. 

Mr. CHERTOFF. I just want to put forth on the record that I asked 
>U for a copy, from the Minority, of Mr. Spafford’s handwritten list of 
\ J things in the briefcase and there was a reference to a Travel Office 
management role report. Ms. Thomasson, there was a Podesta re- 
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port in early July on the management issues raised by the White 
House Travel Office; right? 

Ms. Thomasson. There was such a thing, yes. 

Mr. Chertoff. And that typed report, that management review, 
is what was proclaimed in front of all the law enforcement authori- 
ties as being the content of the briefcase. The notebook was simply 
described in Mr. Spafford’s notes as “notebook of notes of meetings, 
GC issues.” So we’re not confused, the reference in the presence of 
investigators to White House Travel Office management role re- 
lates to the typed Podesta report, which I acknowledge was made 
public rather swiftly. But, my understanding of the record is that 
the notebook was not described in any way that would make it 
clear that it was part of the Travel Office matter. And that it was 
to the intense surprise of Mr. Shaheen, the career official in charge 
of the Office of Professional Responsibility, when he learned in 
1994 that he had conducted his own investigation of this matter 
without the benefit of this notebook. 

My question to you is this, Ms. Thomasson: You were asked in 
your deposition — and this goes directly to the issue of your prior re- 
lationship with Mr. Foster, that you worked on 

The Chairman. What page? 

Mr. Chertoff. This is page 38. We asked you without objection 
on line 15, after you had identified World Wide Travel correctly as 
the company that came in after the Travel Office individuals were 
fired: 

Question: Was there anybody in particular who volunteered the firm to handle the 
travel? 

Answer: I don’t know the answer to that. 

But isn’t it a fact, Ms. Thomasson, that you did know that it was 
Harry Thomason — again no relation to you, and I want to be clear 
about that — who was responsible for volunteering World Wide 
Travel and the air charter group individual, whose name is Penny 
Sample? 

Ms. THOMASSON. I think if you go back to page 37, we — there 
were questions with regard to who that was, and I say, at line 21 
on page 37: 

Answer: It was the week after the members of the Travel Office had been termi- 
nated. 

Question: What was the firm? 

Answer: Slips my mind. World Wide Travel 

Question: Where was the firm located? 

Answer: Little Rock. 

I think where you are quoting from is after that, but yes, I iden- 
tified World Wide Travel in that deposition. 

Mr. Chertoff. I asked you, following up, was there anybody in 
particular who volunteered the firm for travel — you don’t know 
Harry Thomason was involved in volunteering World Wide Travel 
and Penny Sample to handle this matter? 

Ms. Thomasson. I didn’t know the answer to that. 

Mr. Chertoff. I think we gave you some copies of excerpts of 
Mr. Foster’s notebook. There’s one page before you that may be cut 
off, it’s F 15, it’s ruled paper with handwritten notes. It has a little 
circle 24 in the upper left-hand corner. 

Senator Sarbanes. This is F 15? 
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Mr. Chertoff. F 14 and F 15. We gave you the selected pages. 
It has a little 24 with a circle in the margin in the upper left-hand 
corner. You may want to look at the screen to help you compare. 
Do you have that? 

Mr. Ben-Veniste. I couldn't read that screen when I was back 
in the Fifth grade and had good eyesight. 

Mr. Chertoff. I think Ms. Thomasson has the document now. 

This is part of Mr. Foster's description of the events of Thursday, 
May 13th, in this notebook, in the briefcase, in his office at the 
time of his death. It says, “HT,” that would be Harry Thomason, 
“understands they can switch over immediately.” The next item, 
“Tell PT,” that’s you, “same on Eller. Pass on HT comment while 
noting not our role, ask her to have DW call. PT unsure of ability 
to sub without procurement.” 

Does this change your recollection of the fact that you were 
aware before World Wide Travel was brought on that it was Harry 
Thomason who was recommending them for the job? 

Ms. Thomasson. No, sir. 

Mr. Chertoff. Finally, let me turn to page 40 of your deposition. 
The question really boils down to why it was that Mr. Watkins 
chose to suggest that you travel from the restaurant in Georgetown 
to the White House to do this examination of Mr. Foster’s office 
when there was a White House full of people who Mr. Watkins 
could have asked to go into the office. And you were asked the fol- 
lowing questions at line 13: 

Question: Did there come a point in time when there was a certain amount of con- 
troversy concerning the fact that the FBI had been called in on this issue with the 
Travel Office? 

Answer: I read that in the paper, yes, sir. 

Question: Was there discussion in the White House about the controversy? 

Answer: There was not discussion — there was not controversy that I was in con- 
versations with that discussed that controversy, no. 

So your testimony was that before Mr. Foster’s death, there was 
no discussion in the White House about any controversy concerning 
Travelgate. It was simply not a matter that was the subject of con- 
cern to anybody in the White House. That was your testimony 
then. Is it still your recollection that before Mr. Foster’s death, 
there was no controversy, no discussion in the White House about 
a controversial problem with the Travel Office firings? 

Ms. Thomasson. My answer was then, and it continues to be, 
that I was not involved in conversations with regard to the con- 
troversy with regard to the FBI. 

Mr. Chertoff. Mr. Watkins never discussed this with you, never 
discussed with you the fact that he was upset about the Podesta 
report in early July that had caused him to be reprimanded? 

Ms. THOMASSON. Mr. Watkins and I did not discuss that that I 
recall. I don’t recall talking about that. 

Mr. Chertoff. You were unaware that Mr. Foster was upset 
about the criticism of his handling of the Travel Office matter 
based on that initial review by the Podesta team? 

Ms. Thomasson. I was not aware what Mr. Foster’s state of 
mind was with regard to the White House Travel Office. 

Mr. Chertoff. And to be perfectly clear on this, in the period in 
May, 2 months before Mr. Foster’s death, you worked regularly 
with Mr. Watkins, Mr. Kennedy, Mr. Foster and others who were 
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involved in the decision to fire the Travel Office personnel and re- 
place them; right? 

Ms. Thomasson. I did. 

Mr. Chertoff. You were involved in the discussions concerning 
whether to bring in the FBI; right? 

Ms. Thomasson. I was not. 

Mr. Chertoff. You were involved in discussions about bringing 
in the auditors; right? 

Ms. Thomasson. I was. 

Mr. Chertoff. You were involved in discussion about the fact 
that the President and the First Lady, themselves, personally, had 
communicated their desire to have this transition take place; right? 

Ms. Thomasson. I don’t have any recollection of having any dis- 
cussion about whether the President was interested in having this 
happen. 

Mr. Chertoff. Take the President out. What about the First 
Lady? 

Ms. Thomasson. I don’t specifically recall discussions with re- 
gard to the First Lady. 

Mr. Chertoff. Do you generally recall on Thursday, May 13th, 
you had a discussion with Mr. McLarty and Mr. Watkins in which 
there were observations about the First Lady wanting to have this 
transition speeded up? 

Ms. Thomasson. I don’t remember the specifics of that conversa- 
tion. 

Mr. Chertoff. Do you remember a conversation you had with 
Mr. Foster, Mr. Watkins, and Mr. McLarty in which Mr. McLarty 
approved the idea of doing this outside audit review on Thursday, 
May 13th? 

Ms. Thomasson. I do. 

Mr. Chertoff. Isn’t it a fact that, at that particular meeting, 
Mr. Foster referred to the clients as being concerned about the 
White House Travel Office matter? 

Ms. Thomasson. I don’t recall that. 

Mr. Chertoff. Have you ever told anybody that, at this meeting, 
Mr. Foster referred to the clients as being concerned about the 
White House Travel Office matter? 

Ms. Thomasson. I don’t recall having done that. 

Mr. Chertoff. Did Mr. Watkins ever refer in your presence to 
the Clintons, either of them, as the clients? 

Ms. Thomasson. On occasion. 

Mr. Chertoff. That was a term he would use? 

Ms. Thomasson. On occasion. 

Mr. Chertoff. I want to ask you whether you were aware, be- 
fore Mr. Foster’s death, that Mr. Foster had had conversations with 
the First Lady about the Travel Office matter. 

Ms. Thomasson. I don’t know that I was aware of it. 

Mr. Chertoff. Finally, I want to direct your attention back to 
the memorandum from Mr. Watkins, the draft memorandum that 
you saw. I want to direct your attention in particular to page CGE 
12290. Do you have that? 

Ms. Thomasson. Yes. 

Mr. Chertoff. This relates to the portion of your deposition be- 
fore this Committee where you were asked about the sequence and 
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who was involved in the decision to substitute World Wide Travel 
for the Travel Office employees. 

Now this page is Mr. Watkins’ response to criticism from Mr. 
Podesta’s internal review that hiring World Wide Travel on a no- 
bid basis created the appearance of favoritism. There are several 
paragraphs of Mr. Watkins’ response. There’s a handwritten nota- 
tion in the left-hand comer. Whose handwriting is that? 

Ms. THOMASSON. It’s mine. 

Mr. Chertoff. What does it say? 

Ms. THOMASSON. “GSA contract in Atlanta.” 

Mr. Chertoff. Why did you add that notation to the discussion 
that Mr. Watkins had about his previous relationships with World 
Wide Travel? 

Ms. THOMASSON. World Wide Travel had a Government contract 
with someone in Atlanta, with GSA. 

Mr. Chertoff. How did you know that? 

Ms. THOMASSON. How did I know that? I don’t recall how I knew 
that, but I knew that. 

Mr. Chertoff. Did you know that from World Wide Travel? 

Ms. THOMASSON. I don’t recall how I knew that. 

Mr. Chertoff. Did you work with the people from World Wide 
Travel, when you reviewed this draft report, to get additional infor- 
mation so you could supplement Mr. Watkins’ memorandum? 

Ms. Thomasson. I did not. 

Mr. Chertoff. Did you check with GSA or with someone in the 
White House to get this information about World Wide having a 
GSA contract in Atlanta? 

Ms. Thomasson. I did not. 

Mr. CHERTOFF. You will at least agree that you did some inde- 
pendent, outside research to come up with this notion or this fact 
that there was a GSA contract in Atlanta for World Wide Travel; 
isn’t that correct? 

Ms. Thomasson. I knew at some point during the summer or fall 
of 1993 that World Wide Travel had a GSA contract in Atlanta. 

Mr. Chertoff. Now, Ms. Thomasson, I would like to turn your 
attention back to the period of time you worked with Mr. Lasater. 
How long did you work with Mr. Lasater? 

Ms. Thomasson. From 1983 until 1992, mid- 1992. 

Mr. Chertoff. What was your position? 

Ms. THOMASSON. I had several different positions with Mr. 
Lasater and Mr. Lasater’s firms. 

Mr. Chertoff. Tell us about them. 

Ms. Thomasson. I was the President of LFI Corporation at one 
time which was a corporation owned by Mr. Lasater. I was Presi- 
dent of Lasater, Inc. at one time, a company owned by Mr. Lasater. 
I held various other jobs in Mr. Lasater’s companies. 

Mr. Chertoff. Were you involved at all with work that was 
done, either the preparation for the work or the actual work that 
was done, in connection with a contract for the Arkansas Develop- 
ment Housing Authority? 

Ms. Thomasson. No, sir. 

Mr. Chertoff. No involvement at all? 

Ms. Thomasson. No, sir. 

Mr. Chertoff. Did you have conferences or meetings about it? 
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Ms. Thomasson. I don't recall having any conferences or meet- 
ings about it. 

Mr. Chertoff. Was it an area of activity that would have been 
within the scope of your responsibility? 

Ms. Thomasson. It was not. 

Mr. CHERTOFF. I want to show you a bill from the Mitchell, Wil- 
liams, Selig, Jackson & Tucker firm, the firm in which, formerly, 
current Governor Jim Guy Tucker was a partner. Direct your at- 
tention to the pages that are marked with little Arabic numerals 
on the lower right-hand corners, 81 and 84. 

The CHAIRMAN. At this point, because the red light has gone on, 
why don't we turn to Senator Sarbanes. They may want to have 
an opportunity to go over the areas that you've completed. This is 
a whole new area, and this way we will not be impinging upon our 
colleagues on the other side. 

Senator Sarbanes. 

Senator Sarbanes. Thank you very much, Mr. Chairman. 

Ms. Thomasson, when David Watkins called you on the evening 
of the death of Vince Foster, he did not order you to go to Foster's 
office, did he? 

Ms. Thomasson. No, sir. 

Senator Sarbanes. I take it you were distressed by the news. As 
I understand your testimony earlier, you said was there anything 
you could do to help; is that correct? 

Ms. Thomasson. That's correct. 

Senator Sarbanes. And he indicated to you maybe you could see 
if there was a suicide note? 

Ms. Thomasson. Yes, sir. 

Senator Sarbanes. Is that why you went to Foster's office, to see 
if you could Find a suicide note? 

Ms. Thomasson. Yes, sir. 

Senator Sarbanes. You were at dinner, as I recall your previous 
testimony? 

Ms. Thomasson. Yes, sir. 

Senator Sarbanes. When you left your dinner companions and 
headed to the White House to go to Foster's office, the only purpose 
in your mind was to find a suicide note? 

Ms. Thomasson. Yes, sir. 

Senator Sarbanes. You weren't looking for something else? 

Ms. Thomasson. No, sir. 

Senator Sarbanes. When you got to Foster's office and looked for 
the suicide note, is that the only thing that remained in your mind 
that you were there for? 

Ms. Thomasson. Yes, sir. 

Senator Sarbanes. While you were there, you didn't start looking 
for others things as well, did you? 

Ms. Thomasson. No, sir. 

Senator Sarbanes. Your whole focus was on the suicide note? 

Ms. Thomasson. Yes, sir. 

Senator Sarbanes. That's what took you to Foster's office, and 
that was what you sought to do during the period of time you were 
there; is that correct? 

Ms. Thomasson. That's correct, sir. 

Senator Sarbanes. Mr. Ben-Veniste. 
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Mr. Ben-Veniste. First of all, let me say that the schedule of 
what was found in the briefcase, in Mr. Foster's office, his personal 
briefcase, is set out in a document which we identified last summer 
before this Committee. There is no question that in the briefcase 
there was a “notebook of notes of meetings,” and there was a 
“White House Travel Office management role” materials. In addi- 
tion to that — and this is what is pretty interesting about how we 
come, a year later, to focus on tins, as a potential motive — when 
Mr. Watkins gave his deposition to us on July 25, 1995, at page 
66, he was questioned — actually this was in open hearing, on July 
25, 1995, so that's 10 months or so ago. 

He was asked as to what the conversation was in the car when 
he was riding to the Fosters' home to do the notification, an un- 
pleasant job. He was riding with Officers Rolla and Braun of the 
Park Police, and Senator Dodd asked the question: 

Senator Dodd. Who was driving the car, Mr. Watkins? 

Mr. Watkins. I think Investigator Braun was driving. 

Senator Dodd. But were you asking more questions of them or were they asking 
more questions of you, just as a general 

Mr. WATKINS. As a general, I don't know. I don't know which way it was. I told 
them about the Travel Office 

I told them about the Travel Office. 

— and he [Vincent Foster] said that he had been upset about the Travel Office as 
we all were. I was concerned at the time — I asked them about the fact, I asked, who 
notifies the family? 

The one item that Mr. Watkins specifically identified to the Park 
Police as something on Mr. Foster's mind that had burdened him, 
was the Travel Office. Then, a couple of days later, in the presence 
of Park Police again, the contents of Mr. Foster’s briefcase were re- 
moved and the materials relating to the Travel Office identified. 
And I say again that those materials were not requested to be seg- 
regated or reviewed. 

Now, we had the Travel Office notebook, and we had access to 
it before the very first time you were deposed by this Committee. 
It was so remote, and so clearly not an issue, that you weren't 
asked any questions about it during your first deposition, during 
your testimony, in open session before this Committee, or in your 
second deposition before this Committee. 

Mr. Kravitz. 

Mr. Kravitz. Thank you, Mr. Ben-Veniste. 

Good morning, Ms. Thomasson. I would like to direct your atten- 
tion back about 13 years, to about 1983. Was that the year in 
which you first began working for Dan Lasater? 

Ms. Thomasson. Yes, it is. 

Mr. Kravitz. And what was your position with Mr. Lasater at 
that time? 

Ms. Thomasson. I was a troubleshooter, Mr. Kravitz. I took on 
whatever job was there to be done on a given day, and that might 
be anything from planning events to reviewing financial state- 
ments. 

Mr. Kravitz. What was the name of Mr. Lasater's company you 
were employed by in June 1983? 

Ms. Thomasson. From June 1983 until November 1983, I was 
employed by Collins, Locke & Lasater, Inc., which later became 
Lasater & Company. 
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Mr. Kravitz. That was Mr. Lasater' s securities firm? 

Ms. Thomasson. It was. 

Mr. Kravitz. Was their principal focus when you were employed 
in 1983 at Collins, Locke & Lasater, did it have anything to do 
with obtaining State bond contracts for the firm? 

Ms. Thomasson. No, sir. 

Mr. Kravitz. Where did you go to work in November 1983 when 
you left Mr. Lasater's security firm? 

Ms. Thomasson. I went to work for Mr. Lasater personally. 

Mr. Kravitz. What was your role, working for Mr. Lasater, per- 
sonally after November 1983? 

Ms. Thomasson. Mr. Lasater had a number of holdings including 
horse farms, thoroughbred horses, real estate, both commercial and 
domestic real estate, and I managed all those assets for him. 

Mr. Kravitz. How long did you work for Mr. Lasater personally 
after you began in November 1983? 

Ms. Thomasson. In the spring of 1984, I switched over to a com- 
pany payroll called LFI, which was Lasater Farms, Incorporated, 
which was owned by Mr. Lasater's children. My duties remained 
approximately the same. 

Mr. Kravitz. In any of those roles or those positions, was one of 
your major functions obtaining State bond business for Lasater’s 
securities firm? 

Ms. Thomasson. No, sir. 

Mr. Kravitz. Did you also hold any State government positions 
in the 1980 , s? 

Ms. Thomasson. I did. 

Mr. Kravitz. What positions were those? 

Ms. Thomasson. I was on the State Highway Commission in Ar- 
kansas from 1977 until 1987. 

Mr. Kravitz. Who appointed you to that position? 

Ms. Thomasson. Senator David Pryor, who was then the Gov- 
ernor. 

Mr. Kravitz. Was that a 10-year term? 

Ms. Thomasson. It was one 10-year term. 

Mr. Kravitz. As a result of your being on the State Highway 
Commission, did you have contacts with either Governor Clinton or 
any members of his staff? 

Ms. Thomasson. Yes, I did. 

Mr. Kravitz. Those contacts occurred during the time, I take it, 
when you were working for Mr. Lasater? 

Ms. Thomasson. Yes. 

Mr. Kravitz. During any of the contacts that you had with Gov- 
ernor Clinton and/or members of his staff, as a Member of the 
Highway Commission, did you ever discuss the question of State 
bond contracts for Mr. Lasater's securities firm? 

Ms. Thomasson. I don't think I ever did that. I don't have any 
recollection of ever doing that, Mr. Kravitz. 

Mr. Kravitz. Did you ever discuss that subject with the Gov- 
ernor himself? 

Ms. Thomasson. No recollection about having a conversation 
about that with the Governor. 

Mr. Kravitz. Did you ever discuss the subject of bond underwrit- 
ing contracts for Mr. Lasater's securities firm with Betsey Wright? 
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Ms. Thomasson. I have no recollection of that, sir. 

Mr. Kravitz. With Mr. Nash? 

Ms. Thomasson. No, I did not. 

Mr. Kravitz. And as far as you are aware, do you know of any 
political pressures that were brought to bear on any State agencies 
during the 1980’s while Mr. Clinton was Governor of Arkansas. 
Pressure to steer the State bond underwriting contracts to Mr. 
Lasater’s securities firms? 

Ms. Thomasson. Not that I am aware of. 

Mr. Kravitz. During the 1986 Gubernatorial Campaign in Ar- 
kansas, did you read allegations of that happening? 

Ms. THOMASSON. There were numerous allegations with regard 
to that during the 1986 campaign. Later the Arkansas Gazette, 
which is now not in business, ran a story that reflected the actual 
truth about the matter, and showed exactly how much money had 
gone to every agency in Arkansas. 

Mr. Kravitz. But other than these articles that contained allega- 
tions, which apparently you later learned were totally unsubstan- 
tiated, you did not hear anything that led you to believe that any 
influence peddling had occurred regarding State bond underwriting 
contracts? 

Ms. Thomasson. That’s true. 

Mr. Kravitz. That’s all I have. Thank you. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Before we resume with the bill, just to pick up 
on something I think you were asked about earlier, had you, before 
Mr. Foster’s death, ever been involved in obtaining or deleting 
records from the Travel Office computers relating to the whole 
issue of the conduct of the Travel Office? 

Ms. THOMASSON. I was involved in getting every record on the 
Travel Office computer copied, both into hard copy form and onto 
disk, so that it would be preserved for posterity. 

Mr. CHERTOFF. So you were involved in directing people? This 
would have been in May 1993? 

Ms. Thomasson. That’s correct. 

Mr. Chertoff. You were involved in directing people to re- 
move — was this something called the hard drive removal process? 

Ms. Thomasson. I asked the Information Systems and Tech- 
nology Department in the Office of Administrations to do whatever 
was necessary to preserve the information in the computers. 

Mr. Chertoff. Where was that information; where were the 
disks that were created kept? 

Ms. Thomasson. I have no idea. 

Mr. CHERTOFF. Were you the person who supervised the process 
or directed others and then told them what to do with the product 
of this removal? 

Ms. Thomasson. There were two hard copies of the information 
that were produced, as a result of the directions that I gave to the 
Information Systems and Technology to preserve the information. 
They provided one copy to the White House Travel Office, they pro- 
vided a copy to me which I put in the safe in the East Wing of the 
White House. 

Mr. Chertoff. So you personally did that? 
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Ms. Thomasson. No, I gave it to somebody else who took it to 
the safe. 

Mr. Chertoff. Going back to this bill of Mr. Tucker’s firm, it in- 
dicates — this is pages 81 and 84, if you look at the little Arabic nu- 
meral on the bottom — it says, “January 13, Telephone conference 
with Patsy Thomasson.” Then on January 28th it indicates that a 
lawyer from the firm had a “Conference with Thomasson, Moudy 
and Drake.” Do you know who Moudy and Drake were? 

Ms. Thomasson. Moudy and Drake, yes. 

Mr. Chertoff. Who were Moudy and Drake? 

Ms. Thomasson. They both worked for the investment banking 
firm. 

Mr. Chertoff. Does this refresh your memory that, in fact, you 
did have involvement in discussions concerning the legislation that 
led to the ADHA — I’m sorry, led to the police radio contract? 

Ms. Thomasson. I have no recollection of being involved in any 
way. 

Mr. Chertoff. Do you have any reason to think the firm would 
simply make up a nonexistent conversation with you about this po- 
lice radio contract? 

Ms. Thomasson. They could have called me to see if I could find 
Mr. Lasater to be involved in something. I don’t recall what the 
conversation was about. 

Mr. Chertoff. I’m sorry? 

Ms. Thomasson. It says a telephone conversation. It doesn’t — it 
says “to review litigation” but I don’t recall them talking to me 
with regard to what the legislation was going to do. 

Mr. CHERTOFF. The next entry, January 28, where it says, “Con- 
ference with Thomasson, Moudy and Drake,” you think that was 
simply a request that you go get somebody? 

Ms. Thomasson. I don’t have any idea. I don’t recall. 

Mr. Chertoff. When you were the Highway Commissioner, even 
putting aside your operations as a Highway Commissioner, did you 
have conversations with Governor Clinton about Mr. Lasater? 

Ms. Thomasson. I don’t recall specific conversations, but I cer- 
tainly could have had a conversation. 

Mr. Chertoff. Did he ever ask you questions about Mr. Lasater? 

Ms. Thomasson. I don’t recall him doing that, no. 

Mr. Chertoff. You knew, of course, that Mr. Lasater had hired 
Mr. Clinton’s brother? 

Ms. Thomasson. I did. 

Mr. Chertoff. And that was at Mr. Clinton’s request? 

Ms. Thomasson. I don’t know whether that was at Mr. Clinton’s 
request, or whether that was at Roger’s request. 

Mr. Chertoff. You knew it was a favor to Mr. Clinton, to Gov- 
ernor Clinton? 

Ms. THOMASSON. I think it was a favor to Roger Clinton, to get 
him a job. 

Mr. Chertoff. So your testimony here now is that it was not at 
the request of Governor Clinton that Roger Clinton was hired by 
Mr. Lasater? 

Ms. Thomasson. I don’t recall whether it was a request of Gov- 
ernor Clinton or whether Roger Clinton made the request to work 
on the farm. 
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Mr. Chertoff. Didn’t Mr. Lasater himself tell you that Governor 
Clinton made a request to have Roger Clinton given a job? 

Ms. THOMASSON. I don’t recall. He certainly could have done 
that. 

Mr. Chertoff. Let me ask you to look at your deposition of Feb- 
ruary 23rd of this year, page 85, line 9: 

Question : Did Governor Clinton make a request to Mr. Lasater during this time 
period to find Roger Clinton a job? 

Answer: He asked him to put him to work, yes. 

Question: How do you know that he asked him to put him to work? 

Answer: Because Mr. Lasater told me he asked him to put him to work. 

Question: When did he tell you that? 

Answer: Sometime around the time he put him to work. 

Question: Do you know when that was? 

Answer: Sometime in 1982-1983. 

Correct, were those your answers to the questions? 

Ms. THOMASSON. Those are my answers to the questions. 

Mr. Chertoff. It is also a fact that Mr. Lasater wound up lend- 
ing money to Roger Clinton in the early 1980’s; is that right? 

Ms. THOMASSON. He did. 

Mr. Chertoff. You wrote the check out for that; right? 

Ms. THOMASSON. Yes I did. 

Mr. Chertoff. And it was for an amount between $5,000 and 

$ 10 , 000 ? 

Ms. THOMASSON. That’s correct. 

Mr. Chertoff. Would it refresh your memory if I suggested it 
was for $8,000? 

Ms. THOMASSON. I just remember it was somewhere between 
$5,000 and $10,000. It certainly could have been $8,000. 

Mr. Chertoff. The check was for what? 

Ms. Thomasson. A loan to Roger Clinton. 

Mr. Chertoff. For what purpose? 

Ms. Thomasson. I don’t know. 

Mr. Chertoff. You never found out? 

Ms. Thomasson. Mr. Lasater told me it was a loan to Roger 
Clinton. 

Mr. Chertoff. You knew Roger Clinton? 

Ms. Thomasson. Yes. 

Mr. Chertoff. Did Roger Clinton ever tell you why he needed 
the money? 

Ms. Thomasson. He didn’t tell me why he needed the money. 

Mr. Chertoff. You started to work for Mr. Lasater in 1983? 

Ms. Thomasson. That’s correct. 

Mr. Chertoff. Did you get familiar with his business activities 
and his business operations? 

Ms. Thomasson. I did. 

Mr. Chertoff. You socialized with him as well? 

Ms. Thomasson. On occasion. 

Mr. Chertoff. You also knew a man by the name of Locke, 
George Locke? 

Ms. Thomasson. I did. 

Mr. Chertoff. Who is George Locke? 

Ms. Thomasson. He was a State Senator from Arkansas and a 
friend of Mr. Lasater’s. 
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Mr. Chertoff. And in fact, they had been in business together; 
is that right? 

Ms. Thomasson. Yes, they had. Collins, Locke & Lasater. 

Mr. Chertoff. When did you become Highway Commissioner? 

Ms. Thomasson. 1977. 

Mr. Chertoff. You remained in that position for how long? 

Ms. Thomasson. 10 years. 

Mr. Chertoff. Did you take yourself out of any discussions 
about whether the Lasater Company would have any dealings with 
the Highway Commission? 

Ms. Thomasson. The Highway Commission didn’t do bond is- 
sues. 

Mr. Chertoff. There was no connection between Lasater and 
any activities of the Lasater Company and the Highway Commis- 
sion? 

Ms. Thomasson. That’s correct. 

Mr. Chertoff. But, I assume you, as a Highway Commissioner, 
and a citizen, you obviously viewed yourself as having some respon- 
sibilities to the citizens of Arkansas in terms of making sure that 
they were getting good value for their money; right? 

Ms. Thomasson. The highway dollars, that was definitely my re- 
sponsibility. 

Mr. CHERTOFF. Were you familiar with an occasion when former 
State Senator Locke had a bankruptcy? 

Ms. Thomasson. Yes. 

Mr. Chertoff. What was that bankruptcy about? What was the 
occasion? Was it that his business went bankrupt? Was it related 
to the investment company? 

Mr. Ben-Veniste. Mr. Chairman, are we going to get into an- 
other bankruptcy 

Mr. Chertoff. I think, Mr. Chairman, what we are going to get 
into is testimony about Mr. Lasater in a bankruptcy proceeding, 
which is pertinent to the question of his qualifications to be hired 
to do bond work for the State of Arkansas. 

The Chairman. Go ahead. 

Mr. Chertoff. Now do you remember what the bankruptcy was 
about? 

Ms. Thomasson. Mr. Locke’s companies went bankrupt. 

Mr. Chertoff. Did one of those include the investment banking 
firm he had in partnership with Mr. Lasater? 

Ms. Thomasson. No, it did not. 

Mr. Chertoff. Was Mr. Lasater involved in helping Mr. Locke 
hide his assets from creditors? 

Ms. Thomasson. In my opinion, he was not. 

Mr. Chertoff. And were you aware there was an issue raised 
about that? 

Ms. Thomasson. I was. 

Mr. Chertoff. Where was that issue raised? 

Ms. Thomasson. In bankruptcy court. 

Mr. Chertoff. It was raised in a trial or hearing at bankruptcy 
court in late 1984 and early 1985; is that correct? 

Ms. Thomasson. Correct. 

Mr. Chertoff. A Federal judge, a bankruptcy judge, actually 
made a determination, a finding that Mr. Lasater had been in- 
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volved in conspiring with Mr. Locke to hide his assets from credi- 
tors; is that right? 

Ms. THOMASSON. I cannot quote what the judge found in that 
case, sir. 

Mr. CHERTOFF. Does it ring a bell there was a judicial finding? 

Ms. THOMASSON. There was a judicial finding, yes. 

Mr. CHERTOFF. And there was also a judicial finding that Mr. 
Lasater’s testimony, under oath, during that bankruptcy proceed- 
ing was not to be believed; right? 

Ms. THOMASSON. Mr. Chertoff, you know that better than I do. 
I haven’t reviewed any of this information. 

Mr. CHERTOFF. You will certainly agree that at the time you 
were aware that there was a controversy about it, you were aware 
that Mr. Lasater testified, and you were aware that there was an 
adverse judicial finding, by a Federal judge, that was highly critical 
of Mr. Lasater; right? 

Ms. THOMASSON. I was aware that there was an adverse judicial 
finding, yes. 

Mr. Chertoff. In fact it was publicized in the press; right? 

Ms. THOMASSON. That’s correct. 

Mr. Chertoff. Did anybody from the State, to your knowledge, 
Mr. Clinton or anybody else, ever raise an issue about whether a 
person — a judge has accused of being involved in bankruptcy fraud 
is fit to be a vendor for contracts involving State money? 

Ms. THOMASSON. Mr. Chertoff, I didn’t do that kind of business 
for Lasater & Company. I was not involved in any of those issues. 

Mr. Chertoff. But recognizing you specifically didn’t do it, you 
were clearly in some sense involved with Mr. Lasater’s business ac- 
tivities. I am asking you, to the best of your knowledge, from any 
source, did you ever hear that the Governor of the State of Arkan- 
sas, or any of the commissioners of the agencies that did Lasater 
bond work, ever raised the issue of whether there was a problem 
with Mr. Lasater getting this work when a Federal judge had, on 
the record, made findings that he was involved in bankruptcy 
fraud? 

Ms. THOMASSON. I was not involved in that business, Mr. 
Chertoff. I don’t know. 

Mr. Chertoff. So I guess the answer is, to your knowledge, that 
was never raised as a question involving his qualifications? 

Ms. THOMASSON. I wasn’t exposed to those issues so I wouldn’t 
have knowledge of that. 

Mr. Chertoff. Now did you also get involved in handling Mr. 
Lasater’s investments in New Mexico? 

Ms. THOMASSON. Yes, I did. 

Mr. Chertoff. Do you know whether Governor Clinton, at a 
point in time, spoke to the Governor of New Mexico and made an 
introduction for Mr. Lasater? 

Ms. THOMASSON. We knew the Governor of New Mexico, and 
whether or not Governor Clinton introduced us or whether we were 
introduced by someone in New Mexico, I don’t recall. 

Mr. Chertoff. You don’t remember Governor Clinton in any way 
intervening or dealing with the Governor of New Mexico on your 
behalf? 

Ms. THOMASSON. I don’t recall. 
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Mr. CHERTOFF. Did you get personally involved in the investment 
in New Mexico? 

Ms. Thomasson. Yes, I did. 

Mr. CHERTOFF. Did you, in fact, meet with the Governor of New 
Mexico about getting has assistance in the investment? 

Ms. Thomasson. I don’t recall having a personal visit with Gov- 
ernor Anaya. I recall being in social occasions with Governor 
Anaya. 

Mr. CHERTOFF. In social occasions with Governor Anaya, did it 
come up? 

Ms. Thomasson. Social occasions were where the investment 
was; it was in New Mexico at the property. 

Mr. CHERTOFF. Was the State of New Mexico involved in funding 
or assisting this investment in any way? 

Ms. THOMASSON. No. The State of New Mexico was not involved, 
that I recall anyway, in funding the project. 

Mr. Chertoff. When were these meetings with the Governor of 
New Mexico? 

Ms. THOMASSON. In the fall of 1984; after we brought the project, 
we had a welcome party for all of our friends in New Mexico to kick 
off the start of a new season there. Governor Anaya was there. 

Mr. Chertoff. And other than that socializing, was there any 
assistance you got from the State of New Mexico in that invest- 
ment? 

Ms. THOMASSON. I don’t recall any specific assistance that we re- 
ceived from the State of New Mexico. 

Mr. Chertoff. Now are you familiar with an operation called 
Emerald Isle? 

Ms. Thomasson. Yes, I am. 

Mr. Chertoff. What was Emerald Isle? 

Ms. Thomasson. It was a time-share resort. 

Mr. Chertoff. What was the relationship between Lasater & 
Company or the Lasater Group and Emerald Isle? 

Ms. Thomasson. Emerald Isle was a subsidiary of the parent 
company of Lasater & Company. 

Mr. CHERTOFF. You worked for the parent company? 

Ms. Thomasson. I did. 

Mr. Chertoff. So Emerald Isle was a subsidiary of the company 
you worked for? 

Ms. Thomasson. It was. 

Mr. Chertoff. What kind of time-sharing investment was it? 
Can you describe it for us? 

Ms. Thomasson. It was time-share. It was 40 condominium units 
and we sold interest in those 40 condominiums 1 week at a time. 

Mr. Chertoff. Did you have transactions involving that invest- 
ment with Madison Guaranty Savings & Loan? 

Ms. Thomasson. Madison Guaranty bought from Lasater & 
Company some paper that was generated at Emerald Isle prior to 
Lasater & Company buying it — prior to Lasater, Inc. buying it. 

Mr. Chertoff. Run through this transaction with me and ex- 
plain how Madison Guaranty Savings & Loan came to be involved 
in buying investment paper related to this time-sharing operation. 

Ms. THOMASSON. As time-share intervals were sold, there were 
notes and mortgages generated. So each time you sold a time-share 
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week, unless someone paid cash, paid so much down, generated a 
note, and a mortgage was taken back. So then you had notes and 
mortgages that you sold, or hypothecated to someone else. In the 
case of Madison, they bought some of the time-share paper — that 
was generated prior to the time that Lasater bought the property. 

Mr. CHERTOFF. So you are saying that the paper that was bought 
was bought from sales that occurred before the Lasater group was 
involved in the sales? 

Ms. THOMASSON. That’s correct. 

Mr. CHERTOFF. So when Lasater bought the property, what hap- 
pened with respect to the notes that were held by Madison Guar- 
anty? 

Ms. THOMASSON. The sale took place after Lasater bought the 
property. 

Mr. CHERTOFF. I’m sorry. The sale of the notes? 

Ms. THOMASSON. The sale of the notes took place after Lasater 
brought the property. 

Mr. CHERTOFF. Let’s make sure I understand this. There is a de- 
velopment called Emerald Isle, they are selling time-shares. Some 
of those time-shares are being bought with notes or mortgages to 
the seller; right? 

Ms. THOMASSON. That’s correct. 

Mr. CHERTOFF. Lasater buys the property; right? 

Ms. THOMASSON. Correct. 

Mr. CHERTOFF. And buys the notes; right? Or gets the notes, 
holds the notes? 

Ms. THOMASSON. I am not sure that I can say that’s how that 
transaction went down, Mr. Chertoff. It was — I am not sure that’s 
what really happened. I am not sure Lasater ever bought those 
notes. Lasater & Company might have made an agreement with 
Madison Guaranty to buy the notes from the original holder of the 
notes, which was not Emerald Isle but was a bank in Hot Springs. 

Mr. Chertoff. So what you are saying is, your recollection, there 
is some kind of joint venture where in a sense Lasater came in and 
bought the property and Madison came in and bought the notes? 

Ms. Thomasson. At some time Madison bought some of Emerald 
Isle’s notes; yes. 

Mr. Chertoff. What year was this? 

Ms. Thomasson. 1984 or 1985. 

Mr. Chertoff. Did you get involved in setting that up? 

Ms. Thomasson. No, I did not. 

Mr. Ben-Veniste. If there is some point to make on Emerald 
Isle, you know, I encourage you to make it and finish that area. 
It is not anything I ever heard of before, and we have gone once 
again right for the capillary. 

Mr. Chertoff. Is that a question? 

The Chairman. Let’s stop this. Come on. 

Mr. Chertoff. What happened with respect to that investment? 
Ms. Thomasson. Emerald Isle? 

Mr. Chertoff. Yes. 

Ms. Thomasson. What do you mean, what happened to it? 

Mr. Chertoff. What happened to the development? Did Lasater 
hold the investment? Did they sell it again? 


2934 


Ms. Thomasson. Continued to sell time-shares and I guess they 
continue to sell time-shares today. I don’t know. 

Mr. CHERTOFF. So your involvement dropped out? 

Ms. Thomasson. No. At some point I had responsibility for man- 
aging the management company that managed Emerald Isle, so 
yes, I was involved on a day-to-day basis. I was also involved with 
a company who collected the monthly payments on the notes and 
mortgages and made sure that anyone who had investments in 
Emerald Isle paper got their checks every month. 

Mr. CHERTOFF. Did you collect also on behalf of Madison Guar- 
anty Savings & Loan? 

Ms. Thomasson. We did. 

Mr. CHERTOFF. How did this come about? Were you involved in 
bringing Madison Guaranty Savings & Loan into this transaction? 

Ms. Thomasson. I was not. 

Mr. CHERTOFF. Who did it; who was involved? 

Ms. Thomasson. Dan Moudy did it. 

Mr. CHERTOFF. Dan Moudy? 

Ms. Thomasson. Yes. 

Mr. CHERTOFF. What was his position? 

Ms. Thomasson. Senior Vice President of Lasater & Company. 

Mr. Chertoff. How did he come to get a savings and loan, in 
the mix of purchasing notes on this investment, how did that come 
about? 

Ms. Thomasson. You will have to ask him, Mr. Chertoff. 

Mr. Chertoff. You don’t know that? 

Ms. Thomasson. I don’t know that. 

Mr. WILLIAMS. Mr. Chairman, I’m sorry. I would ask the Chair- 
man’s permission at this time, we have a saying in Arkansas, that 
I need to go see a man about a horse right now. 

The CHAIRMAN. I don’t believe we have any more questions, so 
why don’t we take a 5-minute break and get the next panel out. 

Mr. Ben-Veniste. Let me finish up in this area. It will take me 
1 minute. 

Mr. WILLIAMS. That’s fine. The horse can wait. 

Mr. Ben-Veniste. If the horse can wait a minute. 

Let me just ask whether Lasater & Company was in the business 
of developing real estate? 

Ms. Thomasson. Lasater, Inc. was in the business of developing 
real estate. 

Mr. Ben-Veniste. Was Lasater, Inc. in the business of holding 
mortgages? 

Ms. Thomasson. No, we sold our mortgages. 

Mr. Ben-Veniste. Was Madison Savings & Loan a savings and 
loan? 

Ms. Thomasson. It was, sir. 

Mr. Ben-Veniste. Are savings and loans in the business of hold- 
ing mortgages? 

Ms. Thomasson. Yes, sir, they are. 

Mr. Ben-Veniste. That’s it. I think I beat the minute. 

The Chairman. All right, we are going to take a 5-minute recess. 

Ms. Thomasson, we thank you for your testimony, and we will 
bring on the second panel. 

[Recess.] 
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The Chairman. May I ask the witnesses to please stand for the 
purposes of taking the oath. 

[Witnesses sworn.] 

The Chairman. Let me thank all of you for coming today and ask 
if any of you have a statement you want to make for the record? 

Mr. Strange. 

SWORN TESTIMONY OF J. WESLEY STRANGE 
FORMER PRESIDENT & CEO, 1ST OZARK NATIONAL BANK 

Mr. Strange. I have no statement. 

The Chairman. Mr. Penick. 

SWORN TESTIMONY OF EDWARD M. PENICK 
FORMER PRESIDENT 

TWIN CITY BANK OF NORTH LITTLE ROCK 
FORMER CHAIRMAN OF THE BOARD 
1ST OZARK NATIONAL BANK 

Mr. Penick. No, sir. 

The Chairman. Ms. Eldridge. 

SWORN TESTIMONY OF MARGARET (DAVENPORT) ELDRIDGE 
FORMER SENIOR VICE PRESIDENT 

TWIN CITY BANK OF NORTH LITTLE ROCK 

Ms. Eldridge. No, sir. 

The Chairman. Mr. Giuffra. 

Mr. Giuffra. Good afternoon, panel. 

Mr. Penick, I would like to begin with you, sir, if I might. Now 
during the 1980’s, you were the President of the Twin City Bank; 
is that right? 

Mr. Penick. Yes, sir. 

Mr. Giuffra. Twin City Bank was the flagship bank of a bank 
holding company called TC Bankshares? 

Mr. PENICK. Not technically right, no, sir. 

Mr. Giuffra. What was Twin City Bank, was it part of the hold- 
ing company? 

Mr. Penick. No, sir, not at this time. 

Mr. Giuffra. Was Twin City Bank owned by the same person 
who owned the holding company? 

Mr. Penick. Yes, sir. 

Mr. Giuffra. Who was that person? 

Mr. Penick. Mr. Lyon. 

The Chairman. Could you pull that microphone up a little closer. 
You can pull it right up. Great. 

Mr. Giuffra. And Twin City Bank was one of the largest State- 
chartered banks in Arkansas? 

Mr. Penick. Yes, sir, that’s correct. 

Mr. Giuffra. In 1984, TC Bankshares, owned by Mr. Lyons, ac- 
quired a bank called Citizens Bank & Trust of Flippin; right? 

Mr. Penick. Not the exact date. It did acquire that bank in the 
mid-1980’s. 

Mr. Giuffra. In the mid-1980’s, and the bank was subsequently 
renamed 1st Ozark? 

Mr. PENICK. 1st Ozark National Bank, yes, sir. 

Mr. Giuffra. You became the Chairman of 1st Ozark? 
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Mr. Penick. That's correct. 

Mr. Giuffra. In your capacity as the Chairman of Twin City 
Bank, your responsibilities included legislative lobbying; right? 

Mr. Penick. Yes, sir. 

Mr. Giuffra. You would sometimes meet with legislators to dis- 
cussion legislation? 

Mr. Penick. That’s right. 

Mr. Giuffra. You would sometimes meet with Governor Bill 
Clinton to discuss legislation? 

Mr. Penick. I was in larger group meetings with Governor Clin- 
ton. I never met one on one that I recall. 

Mr. Giuffra. During those longer group meetings, you discussed 
legislation with Governor Clinton; and that was the purpose of the 
meeting; right? 

Mr. Penick. Yes, sir. At the time, too, I was Chairman of the 
Chamber of Commerce and we did discuss legislation that was non- 
bank-related also. 

Senator Sarbanes. Chairman of which Chamber of Commerce? 

Mr. Penick. Greater Little Rock Chamber of Commerce. 

Mr. Giuffra. But you sometimes attended meetings with Gov- 
ernor Clinton of which there was discussion of banking legislation? 

Mr. Penick. Yes, sir, among other legislation. 

Mr. Giuffra. You knew Mrs. Clinton; correct? 

Mr. Penick. Yes, sir. 

Mr. Giuffra. The Rose Law Firm had represented the Twin City 
Bank in some matters? 

Mr. Penick. That’s correct. 

Mr. Giuffra. You had some contact with Mrs. Clinton in connec- 
tion with that representation by the Rose Law Firm? 

Mr. Penick. I only can recall one instance where I had contact 
with her, and I am not sure it was even in the 1980’s, relative to 
representation of Twin City Bank. 

Mr. Giuffra. Did there come a time, after you became the Chair- 
man of 1st Ozark, that you learned that 1st Ozark had a White- 
water loan? 

Mr. Penick. I can’t recall specifically when I found out. It could 
have been before the transaction was closed; it could have been 
right after. 

Mr. Giuffra. But you learned that the Whitewater Development 
Corporation had a loan with 1st Ozark; right? 

Mr. Penick. I learned that Whitewater Development had a loan 
with either Citizens or 1st Ozark Bank. 

Mr. Giuffra. And you learned that the borrowers in connection 
with that loan included Governor and Mrs. Clinton; right? 

Mr. PENICK. They were guarantors of the loan, yes, sir. 

Mr. Giuffra. You learned that they had personally guaranteed 
the loan? 

Mr. Penick. Yes, sir. 

Mr. Giuffra. Did you ever have any contact with Mrs. Clinton 
about the Whitewater loan that was at 1st Ozark? 

Mr. Penick. Yes, sir. 

Mr. Giuffra. What was the nature of the contact you had with 
Mrs. Clinton about this Whitewater loan that was at 1st Ozark? 

Mr. Penick. It was a letter I wrote to her. 
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Mr. Giuffra. You wrote her a letter to ask for what? 

Mr. Penick. A personal financial statement. 

Mr. GlUFFRA. Why did you write the letter to Mrs. Clinton? 

Mr. PENICK. It seemed to be a more effective thing to do because 
if I wrote Governor Clinton, it would go to the State capitol pos- 
sibly, or it would go to the Governor’s Mansion and may or may 
not end up in his hands, and certainly would not be treated per- 
sonal and confidential as it was intended to be. 

Mr. GlUFFRA. And you were afraid that if it got out that the Clin- 
tons needed to submit a personal financial statement in connection 
with this loan, there might be some adverse publicity toward the 
Clintons? 

Mr. Penick. No, sir. 

Mr. Giuffra. But you wanted to keep it confidential that there 
was a problem with the loan? 

Mr. Penick. We treated all borrowing relationships with cus- 
tomers confidential. 

Mr. Giuffra. Am I correct that you volunteered to write this let- 
ter after the Clintons’ name appeared on a document deficiency list 
that was discussed at a Bank Board Meeting? 

Mr. Penick. Yes, sir, that’s the best of my recollection. 

Mr. Giuffra. Why do banks maintain document deficiency lists? 

Mr. Penick. It is a prudent lending practice. 

Mr. GlUFFRA. Now banks normally will obtain current financial 
disclosure statements from their borrowers; right? 

Mr. Penick. That is a prudent lending practice also, yes, sir. 

Mr. Giuffra. You normally include such a statement in your 
loan file; right? 

Mr. Penick. Yes, sir. 

Mr. Giuffra. This is the sort of routine documentation that is 
required by Federal and State bank regulators; right? 

Mr. Penick. You are — if you do not have it in the file, it appears 
in examination report 

Mr. Giuffra. But you will be criticized by the regulators? 

Mr. Penick. They write up a report, yes, sir, and it goes to the 
Board of Directors. 

Mr. Giuffra. Banks don’t normally want to get written up by 
bank regulators? 

Mr. Penick. It is prudent lending and management practice not 
to have that done. 

Mr. Giuffra. One of the purposes of a financial statement is to 
allow the bank to estimate the value of the guarantee; right? 

Mr. Penick. It is used to evaluate the guarantor’s capacity to 
handle deficiency in the event one occurs. 

Mr. Giuffra. It also might be helpful to obtain such a financial 
statement in deciding whether to renew a loan; right? 

Mr. PENICK. It should be reviewed, yes, sir, in the process of a 
loan renewal. 

Mr. Giuffra. If a borrower fails to provide a financial statement, 
might that be a red flag to a bank? 

Mr. Penick. It depends on the circumstances. 

Mr. Giuffra. But it could be an indication that the loan is in 
some trouble? 

Mr. Penick. Not necessarily. 
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Mr. Giuffra. But you would agree that it is something that 
might be a source of concern for a lending officer? 

Mr. Penick. It is a prudent lending practice, if you have guaran- 
tors, to have a current financial statement, yes, sir. 

Mr. Giuffra. There came a time when you obtained a copy of a 
blank financial statement, and sent it to Mrs. Clinton; right? 

Mr. Penick. I wrote Mrs. Clinton a letter and I attached a blank 
personal financial statement form, which we have on record with 
the letter, as I recall. 

Mr. Giuffra. Now, Mr. Strange, you were the President of 1st 
Ozark Bank; right? 

Mr. Strange. That’s correct. 

Mr. Giuffra. You learned that the Whitewater loan was on your 
document deficiency list? 

Mr. Strange. That’s correct. 

Mr. Giuffra. It was missing an updated financial statement 
from the Clintons? 

Mr. Strange. Correct. 

Mr. Giuffra. In approximately March 1987, you were looking to 
renew that loan; is that right? 

Mr. Strange. I believe that is right. 

Mr. Giuffra. You were waiting to obtain this financial statement 
from the Clintons before you could renew the loan? 

Mr. Strange. Yes. 

Mr. Giuffra. Now did there come a time when you saw Governor 
Clinton? 

Mr. Strange. As I recall, yes, there was. 

Mr. Giuffra. Did you ask Governor Clinton about this loan? 

Mr. Strange. Not specifically. 

Mr. Giuffra. Did you ask Governor Clinton to contact you about 
the loan? 

Mr. Strange. Yes, I did. 

Mr. Giuffra. Did there come a time when Mrs. Clinton subse- 
quently contacted you about the loan? 

Mr. Strange. There was. 

Mr. Giuffra. What did you tell Mrs. Clinton about the loan? 

Mr. Strange. I don’t recall specifically at this time what our con- 
versation consisted of. It was something in regard to the — that the 
loan was up for renewal, and we were needing a financial state- 
ment. 

Mr. Giuffra. Did there come a time when Mrs. Clinton submit- 
ted the financial statement? 

Mr. Strange. There was. 

Mr. Giuffra. Did you subsequently renew the loan? 

Mr. Strange. Yes. 

Mr. Giuffra. In fact, the records indicate that you obtained the 
financial statement on March 24th, and renewed the loan on March 
26th. Does that sound accurate? 

Mr. Strange. That would be about right; yes. 

Mr. Giuffra. Now, Mr. Penick, in 1987, were banks in Arkansas 
able to branch outside of the city or town in which they were incor- 
porated? 

Mr. Penick. Yes, sir, to my best recollection. 
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Mr. Giuffra. Let’s say January 1987, your bank was located in 
North Little Rock? 

Mr. Penick. That’s correct. 

Mr. Giuffra. Could you open a branch in Little Rock at the 
time? 

Mr. Penick. No, sir. 

Mr. Giuffra. So you could not locate a branch outside of the 
town in which you were incorporated? 

Mr. PENICK. Not in January 1987, no, sir. 

Mr. Giuffra. So as of January 1987, a bank in Arkansas was re- 
stricted by a bank branching law from setting up a branch outside 
of the town or the city in which it was incorporated; right? 

Mr. Penick. That’s a matter of legal interpretation. There are a 
lot of other ways that banks can branch. So I can’t testify exactly 
where that’s accurate or not. 

Mr. Giuffra. But your bank could not open a branch in Little 
Rock? 

Mr. Penick. That is correct. Twin City Bank is a State bank, 
FDIC insured, and could not. 

Mr. Giuffra. You were limited to having offices in North Little 
Rock? 

Mr. Penick. State that again. 

Mr. Giuffra. You could only have your branches in North Little 
Rock in January 1987? 

Mr. PENICK. As a State bank, I believe that’s correct. 

Mr. Giuffra. Little Rock was a far more lucrative market poten- 
tially than North Little Rock; right? 

Mr. PENICK. That’s a matter of opinion. 

Mr. Giuffra. Did you think it was a more lucrative market? 

Mr. Penick. There were more people there; there was more 
money there. 

Mr. Giuffra. In 1987, did Twin City Bank, as part of its legisla- 
tive agenda, want to change the State’s bank branching law? 

Mr. Penick. Yes, sir. Twin City Bank and others who supported 
changing the legislation did, so. 

Mr. Giuffra. In fact, wasn’t the change in the bank branching 
law the most important item on your legislative agenda? 

Mr. Penick. No, sir. 

Mr. Giuffra. Was there a more important item on your legisla- 
tive agenda? 

Mr. Penick. Yes. 

Mr. Giuffra. What would that have been? 

Mr. Penick. We have an archaic usury provision in Arkansas 
that only allowed 10 percent interest. 

Mr. GIUFFRA. Along with the 10 percent usury limitation, the 
tlit bank branching limitation was on your legislative agenda? 

Mr. Penick. Yes, it was important. 

Mr. Giuffra. Something you worked toward changing? 

Mr. Penick. One of the things we worked on to change. 

Mr. Giuffra. Did there come a time in 1987, when legislation 
was introduced to allow banks in counties with populations above 
200,000 to branch throughout the county? 

Mr. Penick. That’s correct. 
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Mr. GlUFFRA. And this obviously would have been a great benefit 
to Twin City; right? 

Mr. Penick. It would open up new opportunities for us. 

Mr. Giuffra. Am I correct that Pulaski County contains both 
North Little Rock and Little Rock? 

Mr. Penick. And other communities, yes. 

Mr. GlUFFRA. Pulaski County was the only county in Arkansas 
with a population above 200,000? 

Mr. Penick. That’s correct. 

Mr. Giuffra. So that the only banks that would benefit from this 
particular legislation were those located in Pulaski County? 

Mr. Penick. No, sir. 

Mr. Giuffra. But if Pulaski County was the only county with a 
population above 200,000, no other banks would benefit? If you 
were outside Pulaski County, you would not benefit? 

Mr. Penick. And as I recall, there were provisions for extended 
branching in the bill also, so other banks outside Pulaski County 
were ultimately going to benefit. 

Mr. Giuffra. That was the 1988 legislation; right? 

Mr. Penick. I seem to recall it was in 1987, too. 

Mr. Giuffra. This legislation was called Act 539; is that right? 

Mr. Penick. Yes. 

Mr. Giuffra. Was that opposed by the Arkansas Bankers Asso- 
ciation? 

Mr. Penick. As best as I can recall, they did. 

Mr. GlUFFRA. It was also opposed by the Independent Bankers 
Association of Arkansas? 

Mr. PENICK. My best recollection, yes. 

Mr. Giuffra. Am I correct that the majority of the banks in Ar- 
kansas, at least in numerical terms, opposed Act 539? 

Mr. Penick. I don’t think there was ever a head count taken, but 
there were more banks outside the populated area that would be 
opposed to it. 

Mr. Giuffra. Little Rock banks had little to gain by opening 
branches in North Little Rock; am I right? 

Mr. Penick. No, sir, I don’t agree. 

Mr. GlUFFRA. First Commercial’s a bank that is located in Little 
Rock; right? 

Mr. Penick. First Commercial is, yes, sir. 

Mr. Giuffra. It was a competitor of your bank during this time; 
is that right? 

Mr. Penick. That’s correct. 

Mr. Giuffra. In fact, didn’t they sue Twin City Bank, after the 
legislation was put in place, in order to declare the law unconstitu- 
tional? 

Mr. Penick. I am not sure who the plaintiffs and the defendants 
were, but there was definite litigation over that issue; correct. 

Mr. GlUFFRA. You don’t recall whether First Commercial was the 
other party to the litigation? 

Mr. Penick. I think they probably were, but again, I don’t recall 
who the plaintiffs were and who the defendants were. 

Mr. Giuffra. You spent a lot of time lobbying the legislature to 
obtain passage of Act 539; right? 

Mr. Penick. I did, yes, sir. 
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Mr. GlUFFRA. Can you recall contacting anyone from the Gov- 
ernor's office in connection with this legislation? 

Mr. Penick. I cannot recall that I did, no, sir. 

Mr. Giuffra. But you might have done so? 

Mr. Penick. I don't recall that I did. 

Mr. Giuffra. You don’t recall one way or the other; is that right? 

Mr. Penick. I do not. 

Mr. Giuffra. But you might have done so? 

Mr. Penick. I don't recall. 

Mr. Giuffra. You obviously needed the Governor's support in 
order to have the legislation signed into law; right? 

Mr. Penick. It cannot be a law without the Governor's signature, 
that’s correct. 

Mr. Giuffra. And you had two of the most important trade asso- 
ciations for banks in Arkansas that were opposed to this particular 
legislation; right? 

Mr. Penick. No, sir. 

Mr. Giuffra. The Arkansas Bankers Association is not one of the 
leading trade associations for banks in Arkansas? 

Mr. Penick. It is. 

Mr. Giuffra. The Independent Bankers Association is also not a 
leading trade association? 

Mr. Penick. Not in my opinion, no, sir. 

Mr. Giuffra. You would agree that the Bankers Association is? 

Mr. Penick. The Association of Bank Holding Companies was 
much more powerful and influential than the Independent Bankers 
Association, and I recall they were for the bill. 

Mr. Giuffra. Now prior to the passage of Act 539, were you 
aware that a branching law applying just in Pulaski County might 
be unconstitutional under the Arkansas Constitution? 

Mr. PENICK. I can recall that, yes, sir. 

Mr. Giuffra. You know Marlin Jackson; right? 

Mr. Penick. I do, yes, sir. 

Mr. Giuffra. Do you recall he switched his position with regard 
to Act 539 during the legislative consideration of the bill? 

Mr. Penick. I do not recall that. 

Mr. Giuffra. Now, you recall that Governor Clinton ultimately 
signed the bill; right? 

Mr. Penick. Yes, sir, he did. 

Mr. Giuffra. We know from records that the Committee has ob- 
tained that the bill was signed on April 1, 1987, which was just 
several days after the Clintons' Whitewater loan was extended on 
March 26, 1987. You are aware of that, aren't you? 

Mr. PENICK. I don't know one way or another. I haven't seen doc- 
umentation to that effect, no, sir. 

Mr. Giuffra. After Act 539 was enacted into law, you opened a 
branch in Little Rock's business district; right? 

Mr. Penick. We opened two branches as I recall, yes, sir. 

Mr. Giuffra. One of those branches was in a building called 
Capital Towers? 

Mr. Penick. That's correct. 

Mr. Giuffra. And for those people who are familiar with Little 
Rock, that's now the TCBY building. 

Mr. Penick. TCBY Tower, yes, sir. 
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Mr. Giuffra. You were part owner of that building at the time? 

Mr. PENICK. I am a minority partner in that building, yes, sir. 

Mr. Giuffra. Let’s put up the chronology that we have prepared. 
This chronology indicates that on January 8, 1987, the “1st Ozark 
Loan Committee — Renewal of the Whitewater loan is conditioned 
on receipt of financial disclosure statements from the Clintons and 
the McDoilgals.” 

Then sometime Mr. Penick, in early 1987, you would have writ- 
ten to Mrs. Clinton to ask to obtain that financial statement; right? 

Mr. Penick. No, sir. 

Mr. Giuffra. You didn’t write a letter to Mrs. Clinton? 

Mr. Penick. I testified I did write a letter. I don’t know when 
I wrote the letter. 

Mr. Giuffra. We have obtained the financial statement, a disclo- 
sure statement from the Clintons, which was submitted to your 
bank on March 24, 1987. So you have no reason to dispute that 
was when the financial disclosure statement came in? 

Mr. Penick. That’s not correct, no, sir. 

Mr. Giuffra. You don’t believe the financial disclosure statement 
came on March 24, 1987? 

Mr. Penick. Would you repeat the previous question. I don’t 
think that was accurate. 

Mr. Giuffra. My question was you wrote a letter to Mrs. Clin- 
ton; right? 

Mr. Penick. Yes, sir. 

Mr. Giuffra. You wrote a letter asking her about a financial dis- 
closure statement; is that right? 

Mr. Penick. That’s right. 

Mr. Giuffra. You wrote the letter after the Whitewater loan ap- 
peared on a document deficiency list; right? 

Mr. Penick. I do not know that, no, sir. 

Mr. Giuffra. You were advised that there was a need for a fi- 
nancial disclosure statement from the Clintons; right? 

Mr. Penick. That’s correct. 

Mr. Giuffra. Presumably, if it is on the document deficiency list, 
we know that, as of January 8, 1987, there was a problem with re- 
gard to documentation of that loan, from the documents we have, 
OK. So your contact with Mrs. Clinton was sometime prior to when 
the Clintons put in the financial disclosure statement; right? 

Mr. Penick. No, sir. I don’t know when I wrote Mrs. Clinton the 
letter. 

Mr. Giuffra. As a simple matter of logic, you wouldn’t have 
written a letter to Mrs. Clinton asking for a financial disclosure 
statement if the bank already had one; right? 

Mr. Penick. If the loan was renewed on an annual basis, it could 
have been a previous year when the loan was renewed that we 
didn’t have a financial statement, and I wrote her at that time. I 
do not remember and don’t have a copy, and have not seen a copy 
of the letter I wrote Mrs. Clinton. 

Mr. Giuffra. The record at least that we have before us shows 
that the bank wanted a financial statement on January 8, 1987. 
There was a document deficiency. We know that the financial 
statement was dated and provided on March 24, 1987, and we 
know that the loan was extended on March 26, 1987. We know that 
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Governor Clinton signed the law allowing Twin City Bank to enter 
the lucrative Little Rock market approximately 5 days later. 

Now, Mr. Strange, your recollection is there was a problem with 
regard to the financial statement in 1987; right? 

Mr. Strange. That’s correct. 

Mr. Giuffra. Ultimately, you got the financial statement; right? 

Mr. Strange. That is correct. 

Mr. Giuffra. And you extended the loan on the 26th; right? 

Mr. Strange. Right. 

Mr. Giuffra. The records indicate that the legislation was signed 
5 days later allowing Twin City to benefit and go into the lucrative 
Little Rock market. 

Let’s turn to 1988. Mr. Penick, do you recall a special session of 
Arkansas legislature, in 1988, that considered possible legislation 
which would allow branching of banks throughout Arkansas over 
a 10-year period, was it going to be phased in? 

Mr. Penick. Yes, sir, I recall there was a session called to ad- 
dress that issue. 

Mr. Giuffra. Am I correct that Twin City was concerned about 
the possible inclusion of a provision in that law that would have 
forced Twin City to close its Capital Towers branch? 

Mr. Penick. Yes, sir. We thought it was unfair. 

Mr. Giuffra. In fact prior to 1987, under Arkansas law, a bank 
could not locate a branch within 300 feet of the principal office of 
another bank; right? 

Mr. Penick. Prior to 1987? 

Mr. Giuffra. Yes. 

Mr. Penick. That’s correct. 

Mr. Giuffra. So the 1987 legislation allowed you to locate a 
branch within 300 feet of a principal office of another bank; right? 

Mr. Penick. Yes, sir. 

Mr. Giuffra. Capital Towers was located within 300 feet of First 
Commercial’s main office; right? 

Mr. Penick. No, sir. That’s the question of fact; we were never 
able to determine that accurately. 

Mr. Giuffra. There was litigation or at least a dispute, as to 
whether you could locate your branch in the Capital Towers build- 
ing; is that right? 

Mr. Penick. Yes. 

Mr. Giuffra. Because First Commercial claimed it was within 
300 feet of their main office? 

The Chairman. Mr. Penick, come on. I mean, there was a dispute 
and the question was whether they were within the proximity per- 
mitted by the law; isn’t that correct? 

Mr. Penick. Senator, I do not know that. 

The Chairman. I am not asking you to ascertain whether they 
were within the law. There was a dispute that took place; right? 

Mr. Penick. Yes, sir, there was that. 

The Chairman. The question was not whether or not it fell in or 
outside of the number of feet, or the specified distance that had to 
be maintained between the banks. I am not asking you to concede 
that it was in the 300 feet or out, but there was that dispute and 
it centered around that situation; isn’t that correct? 
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Mr. Penick. Yes, sir. There was a dispute, not a dispute but a 
question of how that 300 feet is measured, is it measured from 
exterior 

The Chairman. Right, from the parking lot or the lobby. I used 
to do a little of this work years ago. OK, come on, let’s go. 

Mr. Giuffra. Twin City lobbied against including this 300-foot 
limitation in the Omnibus Bank Bill; right? 

Mr. Penick. No, sir. 

Mr. Giuffra. You didn’t lobby against it? 

Mr. Penick. No, sir. 

Mr. Giuffra. You say you never lobbied against having this 300- 
foot limitation? 

Mr. PENICK. We were in favor of the bill; we were opposed to 
300-foot limitation and lobbied 

Mr. Giuffra. Go ahead. 

Mr. Penick. — lobbied to extract the 300-foot amendment from 
the bill. 

Mr. Giuffra. There were banks that wanted the 300-foot limita- 
tion in the bill; right? 

Mr. PENICK. Yes, sir. First Commercial particularly. 

Mr. Giuffra. OK. So you lobbied to extract the 300-foot limita- 
tion from the bill; right? 

Mr. Penick. Yes, sir. 

Mr. Giuffra. Do you recall lobbying Governor Clinton’s office in 
connection with removing this 300-foot limitation? 

Mr. Penick. No, sir, I cannot remember contacting the Gov- 
ernor’s office on that issue. 

Mr. Giuffra. Did you ever lobby Betsey Wright on this issue? 

Mr. Penick. Not that I can recall, no, sir. 

Mr. Giuffra. What was the name of the Chairman of Twin City 
Bank? 

Mr. PENICK. The Chief Executive Officer and Chairman was 
Terry Renaud? 

Mr. Giuffra. Do you know whether Mr. Renaud ever spoke to 
Ms. Wright? 

Mr. Penick. I do not know, no, sir. 

Mr. Giuffra. Do you ever recall lobbying Governor Clinton in 
connection with removing this amendment that would have caused 
you to remove your branch in the Capital Tower? 

Mr. Penick. I cannot recall, no, sir. 

Mr. Giuffra. Do you know whether Governor Clinton ultimately 
supported eliminating this amendment from the bill? 

Mr. Penick. I know he signed a 1988 bill without the 300-foot 
provision in there, but I don’t know whether he took a position on 
300 feet or not. 

Mr. Giuffra. Now, Mr. Penick, do you recall writing a note to 
Governor Clinton, thanking him for removing this 300-foot provi- 
sion from the bill? 

Mr. Penick. No, sir. 

Mr. Giuffra. Let’s put up on the Elmo a document that bears 
Bates number JRTS206. Now just to sort of get the record straight, 
this is a document that the Committee received from Mr. John Tis- 
dale, who was custodian for certain papers of Governor Clinton. 
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The document is dated 7/5, presumably 1988. And is that your sig- 
nature down at the bottom, sir? 

Mr. Penick. Yes, it is. 

Mr. GlUFFRA. Is this your handwriting? 

Mr. Penick. Yes, it is. 

Mr. Giuffra. Do you believe you wrote this note? 

Mr. Penick. Yes, I do. 

Mr. GlUFFRA. Let me read the letter, it’s to “Bill” and then it has 
across the top “Gov.” In the upper part of the document and to the 
left of “Gov” there is the distinctive checkmark we have seen on 
other documents that Governor Clinton has reviewed. It says: 

Bill: 

It has been reported to me your assistance on the Omnibus Bankers Bill and the 
300-foot provision and I wanted to relay our appreciation for taking this stand. 
Terry and I can’t understand why Mr. Bowen feels so threatened by our little office 
in Capital Tower. 

Now do you recall sending this note to Governor Clinton? 

Mr. Penick. No, sir. 

Mr. Giuffra. Presumably you did, it was found in his papers? 

Mr. Penick. I don’t presume that, no, sir. 

Mr. Giuffra. Who else could it have been sent to? The document 
came from Governor Clinton’s files. It has “Gov” on the top, and it’s 
got a checkmark, that’s the Clinton checkmark? 

Mr. Penick. I didn’t put the checkmark on there. I didn’t put 
“Gov” on there. Bill Ford was the Bank Commissioner at the time. 
It could have gone to Bank Commissioner Bill Ford. 

Mr. Giuffra. This document wasn’t produced by the banking 
commission. It was produced by Governor Clinton’s lawyer. 

Mr. Penick. It is routine, in my understanding, that those ad- 
ministrative people send notes like that to the Governor’s office. 

The CHAIRMAN. Let me ask you something. Do you see this note? 

Mr. Penick. Yes, sir, I have a copy here in front of me. 

The Chairman. Did you write it? 

Mr. Penick. Yes, sir. 

The Chairman. You wrote it? 

Mr. Penick. Yes, sir. I said I did. 

The Chairman. Where did you get this note from? 

Mr. Giuffra. From Governor Clinton’s document custodian. You 
see the notation “Gov” at the top of the letter; right? 

Mr. Penick. I see that, yes. 

Mr. Giuffra. Now 

Senator Sarbanes. That’s not your notation, is it, Mr. Penick? 

Mr. Penick. No, it is not, Senator. 

The Chairman. It is not your handwriting? 

Mr. PENICK. It is my handwriting, yes, sir. 

The Chairman. It is your handwriting? You wrote it. 

Mr. PENICK. The “Gov” part is not my handwriting 

The Chairman. I understand you didn’t write that. We got it 
from the Governor’s office. You don’t think that you wrote it to the 
Governor? 

Mr. Penick. Senator, I cannot recall 

The Chairman. Who do you think you wrote it to? Take a look 
at it. 

Mr. Penick. I believe I wrote it to Bill Ford. 
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The Chairman. To Bill who? 

Mr. Penick. Bill Ford. He was the State Bank Commissioner at 
the time. To the best of my recollection, he took a position against 
the 300-foot provision. 

Mr. Giuffra. I would note, for the record, that the Committee 
sent a subpoena to the banking department, and no such document 
was produced to us by the banking department. The document was 
produced to us by Mr. Tisdale, who was the document custodian for 
the Governor’s office. 

Senator Sarbanes. It could have been sent to the Governor by 
the banking commissioner for his information, which would com- 
port with this “Gov” appearing on the top of it which is not in Mr. 
Penick’s handwriting. 

The Chairman. That’s true. That could be the case. Let’s move 
on. We will have to let it speak for itself. 

Mr. Giuffra. And Mr. Bowen 

The Chairman. By the way, let me say something. I don’t see 
any big deal about this. If you wrote a note to somebody you know 
who supported a legislative provision and you said, I can’t under- 
stand why some people oppose it and thank you. I mean, we are 
all jumping up and down over here. You find the note in the Gov- 
ernor’s office, so what? You know him, you knew him through the 
trade association, you deal with him. You are not supposed to say 
thank you. 

But what I find bothers me is that we have to kind of drag cer- 
tain things out, like when we talked with that 300-foot thing. No 
one asked you to concede whether it was in or out, but you knew 
there was a dispute about it. So be a little more forthcoming when 
you can and we will get through this thing faster. Let the facts 
speak for themselves. Don’t try to be protective if you can. 

I appreciate what you are saying. You are saying I may have 
sent this to a legislator and it may have found its way over there. 
Let’s keep it going. What I am trying to say is let’s not be so up- 
tight. I have seen in the history of other witnesses sometimes the 
truth will really set them all free and there is no big deal. It is a 
logical kind of thing. But we are dancing around, and you know, 
it may be interpreted in a sinister manner. You want certain legis- 
lation, it was very important to you. So what, there is nothing 
wrong with that. 

You wanted to do business in a particular town. Those were anti- 
quated laws that existed that impeded people from doing this kind 
of thing. We had them throughout the country at various times and 
various States responded in different ways. 

You have a legitimate interest to petition your Government — but 
when it happens, we become so uptight about it — then we say why 
aren’t you being forthcoming. Now by the same token, we may try 
to put some kind of unflattering spin on this thing, but I want to 
see if we can’t move on it. 

Mr. Giuffra. Let’s put up on the Elmo a comment which bears 
Bates number JRTS 195. This is a memo, dated July 5, 1988, which 
is the same date that was on the handwritten note from Mr. 
Penick. This is a memo from Betsey Wright to the “Gov, cc: Sam.” 
That’s Sam Bratton. It says: 
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Re: Bankers Bill. 

Neither Sam nor I understands what your next step/follow-up with Bill Bowen is 
on the 300-foot issue. 

The bill which is being delivered to this office in the morning by the Bankers As- 
sociation/Bill Ford does not contain the 300-foot provision based on their conversa- 
tion with you [the Governor] this morning. 

So this memo from Ms. Wright seems to indicate it was Governor 
Clinton who intervened with Mr. Ford to have the 300-foot restric- 
tion taken out of the bill. 

Let’s put another document up on the Elmo. This is CBF411 and 
this is a request for a loan documentation waiver in connection 
with the Whitewater Development loan. It is dated July 15, 1988. 
And Mr. Strange, those are your initials down at the bottom? 

Mr. Strange. Yes, it is. 

Mr. GlUFFRA. It is an important act when you agree to do a loan 
documentation waiver; right? I mean, the president of the bank has 
to sign off on it; isn’t that right? 

Mr. Strange. One of the senior officers needs to sign off on it. 

Mr. GlUFFRA. Not a purely administrative decision; right? 

Mr. Strange. That’s correct. 

Mr. GlUFFRA. This particular waiver allowed both the Clintons 
and the McDougals not to put in any financial statements in con- 
nection with the renewal of their loan? 

Mr. Strange. Correct. 

Mr. GlUFFRA. Am I also not correct that the loan was extended 
on July 15, 1988? 

Mr. Strange. I believe that to be right. 

Mr. GlUFFRA. Which would be the same date that the waiver oc- 
curred. Let’s briefly go through the chronology that we now have 
up on the easel. That chronology indicates that there was a dispute 
between Twin City and First Commercial 

The Chairman. The red light is on. Let me suggest this, so we 
will have a continuous flow. With your acquiescence, we let Mr. 
Giuffra continue for another 7 minutes, until 1:00 p.m., and then 
we will break for lunch. We will start with Mr. Ben-Veniste. 

Mr. Ben-Veniste. Let me just address this one if I might, Mr. 
Chairman, because I really don’t think it is an issue of somebody 
being uptight or disingenuous. If he has written a letter to some- 
body, he ought to say who he recalls it having been, the letter — 
the note that has been identified here is in your handwriting, that’s 
been established. It was written to Bill, but it doesn’t say Bill who, 
and your recollection, as I understand your testimony, you were 
writing to the Bank Commissioner? 

Mr. Penick. Yes, sir, I can’t recall specifically who it went to. It 
would be more consistent with the actions at the time that it would 
have been to Bank Commissioner, Bill Ford. 

Mr. Ben-Veniste. I understand you are being careful and you 
don’t have a recollection. The note was written in 1987, obviously 
a long time ago. But, as I understand it, you had a first-name rela- 
tionship with the Bank Commissioner, you knew the Banking Com- 
missioner for some time, did you not? 

Mr. Penick. Yes, sir. 

Mr. Ben-Veniste. You had an Ed/Bill relationship; correct? 

Mr. Penick. That’s correct. 
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Mr. Ben-Veniste. Let me ask you whether you had that kind of 
a relationship with the Governor at the time? 

Mr. Penick. It really depended on the occasion, but more than 
likely it was Governor. 

Mr. Ben-Veniste. Do you feel you would have written him a note 
containing the information as reflected in this note, and addressed 
it Bill, and written it in the informal way that you did? 

Mr. Penick. It would be more consistent that this would go to 
Bill Ford, yes, sir. 

Mr. Ben-Veniste. We want you to be careful, we want you not 
to accept suggestions but rely on your recollection in giving testi- 
mony because you are under oath, and it is important that you give 
your best recollection. 

Indeed, the concept of the branch banking legislation was, if I 
understand, a memo that has been produced to us that is entitled 
“File Notes, May 27, 1986.” It has your name at the bottom. It isn’t 
marked with a Bates number. But it reflects that in 1986, 10 
months before this loan renewal, that the then-Commissioner of 
Banking, Marlin Jackson, indicated that it was, in his opinion, 
time for someone to foster legislation to permit countywide branch- 
ing. Have you seen that memo? 

Mr. Penick. Yes, I have. 

Mr. Ben-Veniste. Is that consistent with your recollection; ap- 
parently it is your file note? 

Mr. Penick. Yes, sir, I dictated it. 

Mr. Ben-Veniste. Well, outside of any of these charts and chro- 
nologies, I mean, we had a perfect match here, and it was so incon- 
venient and we couldn’t do anything with it. On April 4, 1985, 
there was a fundraiser at Madison Guaranty Savings & Loan, and 
on the very same day, the Governor signed authority for raising 
funds through a bond offering for the State police radio. And guess 
what? Everybody had to concede that was just a coincidence. These 
renewals were done on an annual basis; is that correct? 

Mr. PENICK. It is my understanding, yes, sir. 

Mr. Ben-Veniste. We had testimony from Mr. Proctor yesterday 
that 40 percent, in dollar terms, of all of the loans in the portfolio 
lacked current or updated financial statements because of this con- 
tinuous roll-over procedure. So it wasn’t all that unusual to have 
in the file a loan that did not have a completely updated financial 
statement; isn’t that so? 

Mr. Penick. It is not unusual; that’s correct. 

Mr. Ben-Veniste. OK, and the loans that were renewed really 
were not dependent on the financial statement. This was a renewal 
of a loan, you knew about the property, you knew about the sub- 
stance of the individuals. If in fact, the financial condition of the 
borrower had dramatically changed in a negative way, did you not 
have the right to call the loan? 

Mr. Penick. I don’t have a copy of the note here in front of me. 
Generally, we had a demand or no-demand provision in the promis- 
sory notes, but I don’t have a copy to review. 

Mr. Ben-Veniste. We go half an hour without anyone asking the 
central question, was there a quid pro quo for support for this 
branch banking legislation, in return for renewing the loan that 


i 


c 

ti 


E 




a 


ha 

Wf 

la 

i 

I res 
3 

, 

is 

it 

vo 

' 


ty 





2949 


, 

) 

t 

e 

I 

:d 

i’t 

10 

o‘ 

n, 

h- 


ip- 


ro- 

on- 

«5, 

m 


lese 


rday 

folio 

con- 

have 

ncial 


•eally 

m 

sub* 

if the 
in not 


had already been made but given a waiver on the financial state- 
ment? 

Mr. Penick. Absolutely not. 

Mr. Ben-Veniste. Is that preposterous? 

Mr. Penick. It is a reach, yes, sir, in my opinion. 

Mr. Ben-Veniste. It is another example, in my view, of this con- 
clusion-jumping facility, and I would like to come back to explore 
this, Mr. Chairman, if we are going to go into this in more detail. 

The Chairman. Before we break, I want to touch on something. 
Have someone take this down to the witness. You see, Mr. Penick, 
you indeed have communicated with the Governor in an impersonal 
way and called him Bill, haven't you? 

Mr. Penick. Yes, sir, I probably have from time to time. 

The Chairman. You have even written him in that fashion. Take 
a look at that letter; it’s TCBee. That’s the name of your company 
up there? What does that TCBee stand for? 

Mr. Penick. It was the logo, Senator, for the bank at the 

The Chairman. Tell me about it. 

Mr. Penick. It is a Bee; at the time Twin City Bank, and they 
had a logo with a Bee. 

The Chairman. Read that to me. Did you write this letter? 

Mr. Penick. Those are not my initials. These were note pads that 
were used all over the bank for people to scribble notes on. 

The Chairman. Come on now, Ed. Let’s stop it. “Governor Bill 
Clinton.” What does it say? Take a look at it, “Bill,” huh? Right? 

Mr. Penick. I can barely read this copy, Senator. It says — I can’t 
read the date. 

The Chairman. It’s June 6, 1988. Governor Bill Clinton. Then it 
says what? 

Mr. Penick. “Bill, the attached” 

The Chairman. “Bill, the attached copy is” — go ahead. 

Mr. Penick. “Is revised slightly from the previous one you had 
been furnished.” 

The Chairman. My only purpose is to say that you have. So it 
is not a kind of a reach — when we say look, this is what we see, 
it is in the file. Then at the end, EMP. Who is EMP? 

Mr. Penick. That’s me. 

The Chairman. Yes. You see, when you look at it, I mean, that’s 
you. You said people had this all over. EMP. Nobody just signs 
your name or initials your name or types in your name, do they? 

Mr. PENICK. Those are not my initials, no, sir. 

The Chairman. Who is EMP? 

Mr. Penick. That’s me. 

The Chairman. So? I mean 

Mr. PENICK. I didn’t type the note. 

The Chairman. Of course, you didn’t type the note. Someone 
typed the note for you; isn’t that true, Edward? 

Mr. Penick. Yes, sir. 
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The Chairman. Thank you. 

We stand in recess until 2:00 p.m. 

Senator Sarbanes. Let me be clear. You didn’t initial this note 
either, did you? 

Mr. Penick. No, sir, those are not my initials, Senator. 

The Chairman. No one suggested that you initialed 
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Senator Sarbanes. The letters are your initials but they were 
typed on the note by somebody; you didn’t initial the note yourself; 
is that correct? 

Mr. Penick. That’s correct. 

The Chairman. Are you suggesting that somebody wrote this 
note on their own and put your name down there, EMP, and used 
your stationery? 

Mr. Penick. No, sir, I am not. 

The Chairman. OK. We stand in recess. 

[Whereupon, at 1:00 p.m., the hearing was recessed, to be recon- 
vened at 2:15 p.m. this same day.] 
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AFTERNOON SESSION 

The Chairman. Mr. Penick, I did not notice heretofore the mag- 
nificent splendor of that very colorful tie of yours. 

Mr. Penick. Thank you, Senator. My daughter, Erica, picked 
that out. She told me to wear that. 

The CHAIRMAN. That’s a great tie she picked for you. 

Mr. Penick. It’s a Jerry Garcia tie. 

The Chairman. A who? 

Mr. Penick. Jerry Garcia. 

Mr. GlUFFRA. The Grateful Dead. 

The Chairman. I only really heard about him as a result of his 
passing because, I guess, it was quite sudden. I have to tell you 
that is the first time I knew who he was. 

Mr. Ben-Veniste, why don’t you let Mr. Giuffra go first and then 
I’ll give you any other time you need. 

Mr. Ben-Veniste. I thought I used about 5 minutes of my 30. 

The Chairman. Go ahead, and then we’ll start with Mr. Giuffra. 

Mr. Ben-Veniste. Thank you, Mr. Chairman. 

Now, Mr. Strange, let me ask you what your position was at the 
bank in 1986? 

Mr. Strange. I was President. 

Mr. Ben-Veniste. And you were a person who had been with the 
bank through virtually the entire history of this loan, what we’ve 
been calling the Whitewater loan; is that correct? 

Mr. Strange. No, that is not correct. I came with the bank in 
January 1986. 

Mr. Ben-Veniste. You came in 1986 and you stayed until 1992? 

Mr. Strange. That is correct. 

Mr. Ben-Veniste. Is it correct, that at the point when the loan 
matured, in December 1986, and a renewal of the loan was sought 
by the McDougals, that the loan balance had been paid down to ap- 
proximately $53,000? 

Mr. Strange. I believe that is correct. 

Mr. Ben-Veniste. We established yesterday that the loan had 
been paid down from — what was the largest amount, to your 
knowledge? 

Mr. Strange. I believe it was in the $ 180-plus-thousand. 

Mr. Ben-Veniste. So it had been paid down from, $187,000 or 
$186,000 down to $53,000 by 1986? 

Mr. Strange. Correct. 

Mr. Ben-Veniste. Is that the type of thing that a bank looks at? 
Whether the principal has been paid down on a loan as to whether 
things seem to be going along in a reasonably reliable way? 

Mr. Strange. Yes, it is. 

Mr. Ben-Veniste. From the standpoint of what was going on 
with that loan, at the time the renewal was requested in 1987, the 
loan was classified, or rated as 3. The rating system with 6 being 
the worst and 1 being the best? 

Mr. Strange. Correct. 

Mr. Ben-Veniste. We have heard from witnesses yesterday, in- 
cluding Mr. Proctor, that virtually 80 percent of the loans in the 
portfolio at the bank at this time were characterized or identified 
as 3 on that rating scale. Would you agree with that? 

Mr. Strange. That would be very close, yes. 
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Mr. Ben-Veniste. A 3 rating signified a normal loan? 

Mr. Strange. That is right. 

Mr. Ben-Veniste. Contrary to the statement in a book called 
“Blood Sport,” which has a 3 rating as indicating a problem loan 
or a loan that is about to go into default, the true fact is that a 
3 rating meant it was a normal loan? 

Mr. STRANGE. Yes. A 3-rated loan was a standard acceptable 
credit in the bank with no particular problem. 

Mr. BEN-VENISTE. Now the loan committee for 1st Ozark accord- 
ing to records that we have looked at in deposition testimony held 
its regular weekly meeting on January 8, 1987, and you were 
among the attendees at that meeting? 

Mr. Strange. Very possible. 

Mr. Ben-Veniste. According to our records, you, Mr. Proctor and 
Vernon Dewey, two witnesses we had yesterday, attended that 
meeting. According to our records, 14 loans were considered at that 
meeting, and the Whitewater renewal loan was 1 of 8 commercial 
loans which was considered by the bank on its agenda. According 
to the testimony we have received, a single negative vote would 
have meant that the loan was not approved for renewal. Does that 
comport with your recollection? 

Mr. Strange. That is right. The way the committee was struc- 
tured, that it was not a unanimous vote to approve. It had to be — 
I mean, it had to be unanimous. Any one dissenting vote would 
withhold the application for further action on it. 

Mr. Ben-Veniste. Now at that time there were three conditions, 
according to the information we have received, which would have 
applied to approval of a loan renev/al: First, that all sales proceeds, 
less commissions, be applied to the note; second, that all contracts 
were to be maintained at 1st Ozark; and third, would be updated 
financials. Now according to what occurred at that time, it appears 
that the conditions were met and the loan was renewed without 
dissent. Does that comport with your recollection? 

Mr. Strange. I believe that’s right. 

Mr. Ben-Veniste. When the loan was renewed in March 1987, 
it was subsequent to receipt of an updated financial statement by 
Mr. and Mrs. Clinton; correct? 

Mr. Strange. I don’t have the exact date of that renewal. 

Mr. Ben-Veniste. According to records that we have, the state- 
ment was received on March 24th; it was received by the bank on 
March 26th, and the loan renewal was approved on the 27th. 

Mr. Strange. OK. The statement that I have indicates on the 
top, I believe, under Mr. Proctor’s initials of 3/26 rather than 3/24. 

Mr. Ben-Veniste. It was apparently dated 3/24 at the bottom 
and received at the bank on 3/26. 

Mr. Strange. I believe that’s right. 

Mr. Ben-Veniste. The financial statement which we went into in 
some detail yesterday appears to be a two-sided form used by the 
bank for submitting a personal financial statement; correct? 

Mr. Strange. Yes. 

Mr. Ben-Veniste. I am not going to go over the ground that we 
covered yesterday unless the Majority intends to do so, but I want 
to go now to the 1988 renewal. At that time, is it correct that Mrs. 
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Clinton telephoned you in 1988 with respect to seeking information 
for preparation of a tax return? 

Mr. Strange. It is correct that she phoned me. I don’t recall the 
exact date of that. Somewhere in the packet I believe there is a let- 
ter which I have responded which would approximate the date. 

Mr. Ben-Veniste. That would be an April 12, 1988 letter by you 
to Mrs. Clinton? 

Mr. Strange. That is correct. 

Mr. Ben-Veniste. It is a short letter. Why don’t you read that 
into the record? 

Mr. Strange. It says: 

Dear Mrs. Clinton: 

As per our phone conversation, we have researched the transaction regarding the 
Whitewater Development Company, Inc. and they are enclosed. The loan and escrow 
data are for 1987 only and do not include any of the 1988 transactions. Hope this 
will help you in preparing your tax return and some type of balance sheet. 

I have also enclosed a renewal note, hoping that you could help me in getting all 
the signatures on this and returning it as soon as possible. 

In addition, we will be needing an updated financial statement on the personal, 
as well as the corporation. 

Respectfully, J.W. Strange. 

Mr. Ben-Veniste. Thereafter, did Mrs. Clinton advise you that 
she had made several attempts to contact Mr. and Mrs. McDougal 
without success? 

Mr. Strange. I believe she did, yes. The letter I have not found 
in my package yet but I believe there is one there. 

Mr. Ben-Veniste. And of course we know from information de- 
veloped in this Committee that, as of that point, Mr. McDougal had 
been obliged to leave Madison Guaranty Savings & Loan, and that 
he had left Arkansas for California. I take it the efforts of 1st 
Ozark to contact the McDougals directly was unsuccessful? 

Mr. Strange. That’s correct. 

Mr. Ben-Veniste. Do you have in your file a letter dated June 
9, 1988, from Mrs. Clinton to you in which she expressed or out- 
lined the effort she had made to reach Mrs. McDougal about the 
materials needed for a loan extension. In a P.S. she said to you, 
“Wes, I do not know what else to do. If you have any suggestions, 
please give me a call. Thanks.” 

Mr. Strange. Yes, I have a copy of that letter. 

Mr. Ben-Veniste. Did you have some suggestions about what 
she might be able to do to try to find the McDougals at this point? 

Mr. Strange. Not really. I think we were both at a loss as to 
what to do at that point. 

Mr. Ben-Veniste. And it seemed, did it not, as the result of your 
contact with Mrs. Clinton, that this whole thing had been dumped 
in her lap and that the McDougals were out of the picture and, for 
all intents and purposes, unreachable? 

Mr. Strange. That’s the way it appeared. 

Mr. Ben-Veniste. Now on July 13th, Mrs. Clinton wrote to you, 
apparently having given up trying to reach the McDougals. She 
said in part, “I am enclosing the renewal note you sent for Bill’s 
and my signature. Despite repeated efforts, I have been unable to 
reach the McDougals.” Is that correct? 

Mr. Strange. That is correct. 
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Mr. Ben-Veniste. On July 15, 1988, Mr. Proctor prepared a re- 
quest for a waiver of financial statements for Whitewater Develop- 
ment Corporation and its guarantors; that is, the Clintons and the 
McDougals. In his request, which we have, he explained that the 
individual financial statements were unnecessary because, first, 
the payments on the loan are derived from escrow contracts con- 
trolled by 1st Ozark. 

Mr. Strange. Correct. 

Mr. Ben-Veniste. The second reason was that the collateral was 
believed sufficient to cover the loan. 

Mr. Strange. That is correct. 

Mr. Ben-Veniste. The request for a loan documentation waiver, 
approved by Mr. Proctor, was presented to you, his superior, for 
your approval? 

Mr. Strange. Yes. 

Mr. Ben-Veniste. And you did? 

Mr. Strange. Yes. 

Mr. Ben-Veniste. Did you have any problem in doing that? 

Mr. Strange. No. 

Mr. Ben-Veniste. By this time, the loan had been paid down to 
approximately $36,000? 

Mr. Strange. I believe that's right. 

Mr. Ben-Veniste. In your view, it was supported by an adequate 
income as well as collateralized by the land? 

Mr. Strange. Yes, and our basic history of the loan is that the 
payments were being made, so there was not a concern. 

Mr. Ben-Veniste. So this was a truly unremarkable event at the 
time, I take it? 

Mr. Strange. Yes. 

Mr. Ben-Veniste. The bank regulations provided for you to au- 
thorize a waiver of the filing of personal financial statements under 
the circumstances? 

Mr. Strange. Yes, they would. 

Mr. Ben-Veniste. So that this would not be considered a loan 
deficiency by the examiners? 

Mr. Strange. That’s right. 

Mr. Ben-Veniste. Now let’s go to this fascinating coincidence of 
branch banking legislation. At the same time, this totally unre- 
markable extension of this paid-down loan was made by the bank. 
First, we focused and focused and focused on Governor Clinton’s 
approval of this legislation. We have examined the timing and we 
have brought forward the fact that the prior State Bank Adminis- 
trator Mr. Marlin Jackson, I believe, had recommended, 10 months 
prior to this loan renewal, that it would be a good idea to put for- 
ward a bill authorizing branch banking, and removing the restric- 
tions. 

Our information is the legislation passed the Arkansas House by 
a vote of 80 to 10, and that it passed the Senate by more than a 
2 to 1 majority. Does that comport with your recollection? 

Mr. Strange. I believe it would. I did not follow the legislation 
that closely, but I knew that it was passed with a wide majority. 

Mr. Ben-Veniste. Mr. Penick, does that comport with your recol- 
lection? 

Mr. Penick. Yes, sir, it does. 
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Mr. BEN-VENISTE. This was not a particularly close or controver- 
sial piece of legislation, from the standpoint of the votes involved, 
by the legislative body; correct? 

Mr. Strange. I would think so. 

Mr. Ben-Veniste. “Blood Sport” — which obviously provides the 
basis for our going into all of this business of branch banking be- 
cause it wasn’t anything we had explored. I will be quite candid 
with you, prior to the publication of that book which indicates that 
the legislation was initiated by Twin City Bank, and indeed, we 
have now demonstrated with a memorandum dated 10 months ear- 
lier, previous to the passage of that legislation, that it was, in fact, 
initiated by a State regulator. 

Let me ask you whether, in your view, there is any evidence to 
suggest, in any way, shape or form, any quid pro quo or relation- 
ship between the passage of branch banking legislation and the re- 
newal of this now $36,000 unremarkable Whitewater loan? 

Mr. Strange. There was none that I am aware of or knew of at 
the time, and still don’t know. The book that you refer to, I have 
not read in any detail, but the parts that I have read seem to be 
more fiction than fact. 

Mr. Ben-Veniste. Mr. Penick, do you have a view on this? 

Mr. Penick. I would agree, yes, sir. 

Mr. Ben-Veniste. Ms. Eldridge? 

Ms. Eldridge. I would agree. 

Mr. Ben-Veniste. In connection with the 1987 loan renewal, is 
it correct that the Clintons were not in any way removed or re- 
leased from responsibility for the ultimate repayment of that loan? 

Mr. Strange. No, they were not. 

Mr. Ben-Veniste. Is it correct that that loan was unremarkable 
in terms of other commercial loans made by your bank at the time 
with regard to the length of the extension and the interest rate 
charge? 

Mr. Strange. I think it could be classed that way. It was 
unremarkable. 

Mr. Ben-Veniste. Mr. Strange, can you think of any reason why 
the Clintons would have some nefarious or untoward motive for not 
wanting to submit a financial statement which was ultimately sub- 
mitted in April 1987? 

Mr. Strange. Not that I know of. 

Mr. Ben-Veniste. They had previously submitted financial state- 
ments to your and other banks; and, of course, Governor Clinton 
had submitted state-mandated financial disclosure forms which 
identified the Whitewater investments. 

Mr. Penick, can you think of any reason why that would moti- 
vate the Clintons to be worried or otherwise be concerned about 
submitting a financial statement, other than the nuisance involved 
as this loan rolled over? 

Mr. Penick. Not to my knowledge, no, sir. 

Mr. Ben-Veniste. Can you, Ms. Eldridge? 

Ms. Eldridge. Sir, I didn’t have any involvement with this loan. 

Mr. Ben-Veniste. Well, since you were there, you are a target 
of opportunity and this is what happens in these hearings. I’m not 
suggesting you should have any knowledge. This book, “Blood 
Sport,” seems to imply that the Twin City Bank was the only bank 
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that favored this 1987 legislation on branch banking. Mr. Penick, 
were there other banks that, to your knowledge, specifically, sup- 
ported this legislation? 

Mr. Penick. Yes, sir, there were. 

Mr. Ben-Veniste. Can you tell us who supported the legislation? 
Was it just a fluke that it passed 80 to 10 in the House? 

Mr. PENICK. No, sir, there were a lot of banks that were con- 
cerned about our restrictive branching legislation, and we needed 
to break the mold and start liberalizing those branching laws to be 
competitive with other States and be competitive with the savings 
and loans. Union National Bank, which was probably the third 
largest bank in the State was a close ally with us in this lobbying 
effort. The Arkansas Association of Bank Holding Companies was 
very supportive of it. A bank in Jacksonville, Arkansas and the 
Walton Banks were very supportive of it. And there were other 
banks out in the State that thought it was time to liberalize our 
branching laws. 

Mr. Ben-Veniste. As the Chairman has pointed out, you viewed 
this as a somewhat archaic restriction which put you at a disad- 
vantage in Arkansas and with other States? 

Mr. Penick. Yes, sir, it was just a matter of time, in our opinion. 
The Mississippi — the Deposit & Guaranty case had just been an- 
nounced in Mississippi where the Comptroller of the Currency was 
granting Deposit & Guaranty National Bank the authority to 
branch statewide and there were lots of pressures from the savings 
and loans to receive more liberal branching. The Comptroller of the 
Currency was more lenient in branching areas and certainly had 
the authority in some cases to step in and grant branching applica- 
tions that State banks didn’t have the right to. 

Mr. Ben-Veniste. In the minute of my remaining time, can you 
explain the support that the 1988 legislation enjoyed? 

Mr. Penick. Yes, sir. Basically in the end, everybody supported 
the compromise legislation in the Omnibus Banking Bill. Different 
factions started out with different drafts of the bill and they had 
different issues in it that had to be lobbied and resolved, but ulti- 
mately it was a pretty fairly unanimous effort to get the thing 
passed through various stages. 

Mr. Ben-Veniste. In term of the ultimate vote, more or less on 
the same lines? 

Mr. Penick. I believe so. I cannot recall it specifically. 

Mr. Ben-Veniste. I don’t have those figures. I wouldn’t want to 
mislead you by suggesting I know them, but if you have any reason 
to believe that this was a closer vote, than the 1987 legislation, I 
would like to hear your view. 

Mr. Penick. No, sir. Basically, if the bankers get their act to- 
gether and agree on a bill, it would go through the legislative proc- 
ess without problems. 

Mr. Ben-Veniste. Thank you. 

The Chairman. Mr. Giuffra. 

Mr. Giuffra. Mr. Strange, you testified that there was “no par- 
ticular problem” with the Whitewater loan. Do you recall that testi- 
mony? 

Mr. Strange. Yes, I do. 
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Mr. GlUFFRA. You are familiar with the system of rating loans, 
pass, special mention, substandard, doubtful, and loss; right? 

Mr. Strange. Yes. 

Mr. Giuffra. At your bank, what would a 6 be? 

Mr. Strange. It would be doubtful. 

Mr. Giuffra. What would a 5 be? 

Mr. Strange. Probably would be a substandard. 

Mr. Giuffra. What would a 4 be? 

Mr. Strange. Watch. 

Mr. Giuffra. What would a loss be? Wouldn’t a loss be a 6? 

Mr. Strange. Yes. 

Mr. Giuffra. Loss would be a 6, doubtful would be a 5, sub- 
standard would be a 4; right? 

Mr. Strange. Right. 

Mr. Giuffra. Then what’s called a special mention, you’re sub- 
standard? You’re familiar with that term, are you? 

Mr. Strange. Yes. 

Mr. Giuffra. That would probably be a 3? 

Mr. Strange. No, not in our bank. 

Mr. Giuffra. What would be a pass loan? 

Mr. Strange. A 3 would be pass loan. 

Mr. Giuffra. What would a 1 be? 

Mr. Strange. 1? A 1-rated loan? 

Mr. Giuffra. Would that be a pass loan as well? 

Mr. Strange. Yes. 

Mr. Giuffra. And 2 would be a pass loan as well? 

Mr. Strange. Yes. 

Mr. GlUFFRA. So you have three ratings for pass, and your first 
ratings was a 4 for substandard; is that right? 

Mr. Strange. I believe that’s right. 

Mr. GlUFFRA. If there was no particular problem with the Clinton 
loan, why was it 

Mr. Ben-Veniste. I think we’ve been calling it the Whitewater 
loan. 

Mr. GlUFFRA. Why was concern expressed with regard to the ab- 
sence of financial statements, the fact that there was a need to 
have the contracts maintained at your bank, and the fact that sales 
proceeds had to be applied to the note at the meeting on January 
8, 1987? It was not a note that was perfectly clean, was it? It had 
some deficiencies; correct? 

Mr. STRANGE. I don’t know that those would be deficiencies. With 
the exception of the financial statement, they would be 

Mr. Giuffra. A regulator would flag a loan, if you didn’t have 
a financial statement; right? 

Mr. Strange. No. He would possibly list it as a deficiency but 
I don’t know that the loan would be flagged. 

Mr. Giuffra. You would argue that loan, absent the financial 
statements, would be a clean loan? 

Mr. Strange. Yes. 

Mr. Giuffra. The fact that it did not have the financial state- 
ments was a deficiency in the loan? 

Mr. Strange. That is correct. 

Mr. Giuffra. Now, Ms. Davenport, I’m sorry, you are now known 
as Ms. Eldridge — Davenport back in this period — you were a Senior 
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Vice President and then later an Executive Vice President at Twin 
City Bank? 

Ms. Eldridge. Yes, sir. 

Mr. GlUFFRA. Did you have many dealings with regard to loans 
during the 1987-88 period with a balance of about $50,000 at 1st 
Ozark? 

Ms. Eldridge. I didn’t have any dealings with loans from 1st 
Ozark. 

Mr. Giuffra. You were a friend of Ms. Clinton? 

Ms. Eldridge. Yes, sir. 

Mr. GlUFFRA. Close friend; is that right? 

Ms. Eldridge. Good friend. 

Mr. GlUFFRA. You were also on the Board of the ADFA organiza- 
tion, Arkansas Development Financial Authority? 

Ms. Eldridge. Yes, sir. 

Mr. Giuffra. You were appointed by Governor Clinton? 

Ms. Eldridge. Yes, sir. 

Mr. GlUFFRA. Did you ever contact Mrs. Clinton with regard to 
the Whitewater loan that was maintained at 1st Ozark? 

Ms. Eldridge. No, sir, I did not. 

Mr. Giuffra. And are you certain that you did not contact Mrs. 
Clinton? 

Ms. Eldridge. Yes, sir. 

Mr. Giuffra. If we could put up on the Elmo a document that 
bears Bates number House WAV report 9540. This is a document, 
across the top, it says Hillary Rodham Clinton and appears to be 
some note of Mrs. Clinton’s, and then it says, “Notes, talk with M. 
Davenport.” Presumably that’s you. 

Ms. Eldridge. That’s what it says. 

Mr. Giuffra. Up in the right-hand comer, it says 1987. 

Ms. Eldridge. Yes, sir. 

Mr. Giuffra. There’s a discussion and it says, “$56,623 balance,” 
and then it says below that, “$2,303.78, October 3.” Then it says, 
“5-year amortization with 2 years” — I can’t really read the rest of 
it — “Note secured by mortgage received 3/18/78 on 171 acres known 
as Whitewater Estates. Originally $121,000 note.” Do you recall 
giving this information to Mrs. Clinton? 

Ms. Eldridge. No, sir, I do not. 

Mr. Giuffra. It would appear from this note, in Mrs. Clinton’s 
handwriting, that you did. 

Ms. Eldridge. I would like to point out to you at the top of the 
page where it says notes of a talk with M. Davenport, that’s not 
the same handwriting as the rest of the 

Mr. Giuffra. Are you familiar with Mrs. Clinton’s handwriting? 

Ms. Eldridge. I’m familiar with her signature, but I’m looking 
at the differences in the characters, and I believe that you will note 
that the ink is darker, the characters look different. And I don’t 
have any knowledge that 

Mr. Giuffra. So what you’re saying is you are absolutely certain 
you never spoke to Mrs. Clinton about this loan? 

Ms. Eldridge. I don’t have any recollection. 

Mr. Giuffra. You don’t have a recollection but the only evidence 
we have is this document which has your name and a discussion 
of the loan. Now, Mr. Strange, the information that’s contained on 
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this piece of paper appears to be about this particular Whitewater 
loan; right? 

Mr. Strange. Appears to be, yes. 

Mr. Giuffra. It appears to be correct information; right? 

Mr. Strange. I have not gone back to research the exact bal- 
ances and all, but I would think that it’s close to being correct, the 
balance and all. 

Mr. Giuffra. Now, Mr. Penick, did you ever ask Ms. Davenport 
to speak to Mrs. Clinton about the deficiency in connection with 
the Whitewater loan, and in particular, the absence of a financial 
statement? 

Mr. Penick. No, sir. 

Mr. Giuffra. Do you have any recollection of doing so? 

Mr. Penick. I do not, no, sir. 

Mr. Giuffra. Mr. Strange, are you aware of Ms. Eldridge being 
asked to do that? 

Mr. Strange. No, I was not. 

Mr. Giuffra. If we could put up on the Elmo the testimony of 
Mr. Proctor in his deposition, and Til begin on page 55. Mr. 
Strange, who was Ronald Proctor? He testified here yesterday. 

Mr. Strange. He was a loan officer with the bank, with 1st 
Ozark National Bank, and the primary officer handling this credit. 

Mr. Giuffra. Mr. Vernon Dewey, who was he? 

Mr. Strange. He .was a junior loan officer, consumer loan officer 
with the bank, with 1st Ozark National Bank. 

Mr. Giuffra. Why don’t we first look to Mr. Proctor’s testimony 
at his deposition. 

Mr. Strange. Do we have a copy of that? 

Mr. GlUFFRA. You should have it in your packets. We’ll put it up 
on the Elmo. 

The Chairman. Refer to it, please, by giving the page. 

Mr. Giuffra. Pages 55 and 56. 

Senator Sarbanes. This is the Mr. Ronald Proctor who was here 
yesterday? 

Mr. Giuffra. Correct. 

Senator Sarbanes. Is this from yesterday’s transcript? 

Mr. Giuffra. No, this is from his deposition. 

Senator Sarbanes. Was he asked about this yesterday? 

Mr. Giuffra. I believe he was. 

The Chairman. It’s in his deposition. 

Mr. Giuffra. I’ll just read: “Question: Did anyone at 

The Chairman. Wait a second. You have to put it up on the 
Elmo. Do we have it so we can put it up? 

Mr. Strange. I don’t believe I have a copy of it in the packet. 

The Chairman. Do we have copies of this? Is this Mr. Proctor? 
So now everybody knows who Mr. Proctor is? Mr. Strange, do you 
know who he is? 

Mr. Strange. Yes, I do. 

Mr. Penick. Yes, sir. 

Ms. Eldridge. Yes, sir. 

The Chairman. All right. Let’s go. 

Mr. Giuffra. It says: 

Question: Did anyone at 1st Ozark ever tell you that they had had contact with 
Margaret Davenport regarding the Whitewater loan? 
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Answer: No. It was my understanding that someone was going to speak with Mar- 
garet to help convey some information to Mrs. Clinton concerning the renewal of the 
loan. 

Question: Who was that person? 

Answer: That would have been Ed Penick, who was Chairman of our Board at 
that time. 

Question: How did you come to know this? 

Answer: This was discussed in a board meeting. 

Question: Do you recall the date of that board meeting? 

Answer: No. 

Going down further. 

Question: Can you explain the circumstances around Mr. Penick’s inquiry? 

Answer: We were having some difficulty getting financial statements, as we had 
often had with this loan. And we had asked — we had discussed that that was one 
of our deficiencies — not the only deficiency we had. But we were talking about defi- 
ciencies, the sensitive nature of the deficiency because of Mr. Clinton being the Gov- 
ernor. And Mr. Penick says, “Well, gosh, Margaret and Hillary are personal ac- 
quaintances. Let me ask and see if she can help you get the financial statement.” 

Mr. Penick, does this refresh your recollection about what might 
have happened back in 1987? 

Mr. Penick. No, sir. 

Mr. Giuffra. Ms. Eldridge? 

Ms. Eldridge. I can assure you Mr. Penick did not ask me to 
speak with Hillary Clinton about financial statements. 

Mr. Giuffra. Why don’t you turn to the testimony of Mr. Dewey, 
page 28 of his deposition, May 3rd: 

Question: Do you recall any discussions regarding the Whitewater loan that in- 
volved Mr. Penick? 

Answer: Yes. 

Question: Could you tell us about them? 

Answer: I don’t remember specifics, but I know that Ed was there, Ed Penick. 
Susan Sisk was there. Ron was there. I’m not sure Wes was. And we were discuss- 
ing the financial statement on the Clintons. And Ed said that Margaret was per- 
sonal friends of Hillary’s and Susan said something to the effect that yes, she 
thought she was. Ed said that he would get Margaret to call Hillary and see if we 
could get a financial statement. 

Question: Do you recall what financial statement, or when this occurred? 

Answer: No, I don’t. This is a memory in my head. 

Question: Do you know if Mr. Penick asked Davenport to get a financial state- 
ment? 

Answer: No, I don’t. 

Question: Do you recall if the financial statement was obtained? 

Answer: I do not recall getting a financial statement. 

Now, Mr. Strange, do you recall being at a meeting where Ms. 
Eldridge was going to be asked to get a financial statement from 
Mrs. Clinton? 

Mr. Strange. I do not remember such a meeting. 

Mr. Giuffra. Mr. Penick, again? 

Mr. Penick. No, sir. 

Mr. Giuffra. Ms. Eldridge? 

Ms. Eldridge. Fll state again, Mr. Penick never asked me any- 
thing about a financial statement for Hillary Clinton. 

The Chairman. Mr. Penick, would Mr. Proctor have any reason 
to make this up? 

Mr. Penick. I’m sorry, Senator, I didn’t understand you. 

The Chairman. You’ve read both the testimony and had it read 
to you by both Mr. Proctor and Mr. Dewey. You know these men, 
don’t you? 

Mr. Penick. Yes, sir. 

The Chairman. Do you know them to be honorable men? 
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Mr. Penick. As far as I know, yes, sir. 

The Chairman. Would they have any reason to make up this 
statement, or is it just a question that you don’t recall? 

Mr. Penick. I don’t recall. I remember being at a meeting where 
I volunteered to contact Mrs. Clinton and try to get the financial 
statement, which I did. 

The Chairman. Would it be reasonable for both Mr. Dewey and 
Mr. Proctor to have a more specific memory that you said specifi- 
cally, that you knew Margaret to be a friend of Mrs. Clinton and 
you would contact her? 

Mr. Penick. I don’t recall talking about Margaret at that meet- 
ing, no, sir, or any other meeting. 

The Chairman. Could you have? 

Mr. Penick. It’s possible but I don’t recall it. 

The Chairman. OK. Now, we’re making some progress — do you 
know Margaret Eldridge? 

Mr. Penick. Yes, sir. 

The Chairman. She was an employee of yours at that time? 

Mr. PENICK. I was not her supervisor, no, sir. She worked for 
Twin City Bank. 

The Chairman. Did you know that she had a personal relation- 
ship with Mrs. Clinton? 

Mr. Penick. I knew she was a friend of Mrs. Clinton, yes, sir. 

The Chairman. Thank you. 

Mr. Giuffra. Ms. Eldridge, while you were at Twin City Bank, 
did you ever lobby Governor Clinton or a member of his staff? 

Ms. Eldridge. Lobby? 

Mr. Giuffra. Yes. 

Ms. Eldridge. No, sir. 

Mr. Giuffra. Did you ever attempt to arrange meetings between 
senior bank officers and the Governor or members of his staff? 

Ms. Eldridge. In my deposition, there were some notes that 
showed that I arranged for a luncheon with Betsey Wright and 
Terry Renaud. 

Mr. Giuffra. Do you recall arranging that luncheon? 

Ms. Eldridge. I remember arranging a luncheon with Terry 
Renaud and Betsey Wright. I didn’t recall, and I still don’t recall, 
the content of the meeting. 

Mr. Giuffra. Mr. Renaud, was he your boss? 

Ms. Eldridge. Right. 

Mr. Giuffra. He was the Chairman of the bank? 

Ms. Eldridge. Yes, sir. 

Mr. Giuffra. Betsey Wright was Chief of Staff of the Governor? 

Ms. Eldridge. Yes, sir. 

Mr. Giuffra. You don’t recall anything more about this particu- 
lar meeting? 

Ms. Eldridge. No, sir. 

Mr. Giuffra. Let’s put on the Elmo JRTS 2. What I would like 
to do now is go through some of the history of the 1988 bank 
branching legislation. This document was produced to the Commit- 
tee by Mr. Tisdale, Document Custodian for the Gubernatorial pa- 
pers. And it notes Sam Bratton, then Counsel to the Governor and 
a member of the Governor’s staff was most involved in banking leg- 
islation. 
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Now, Mr. Penick, did you know a man named Bo Carvill? 

Mr. PENICK. Yes, sir, I know Mr. Carvill. 

Mr. GlUFFRA. At this period in 1988, was he the head of the Ar- 
kansas Bankers Association? 

Mr. PENICK. I believe he was Executive Director, yes, sir, of the 
Arkansas Bankers Association. 

Mr. Giuffra. Who is Mr. Hartsfield? 

Mr. Penick. Mr. Hartsfield, President of a bank in Searcy. 

Mr. Giuffra. Was he Senior Officer of the Bankers Association? 

Mr. Penick. Yes, sir. 

Mr. Giuffra. Again, the Bankers Association was probably the 
preeminent trade association for banks in Arkansas? 

Mr. Penick. It had the greatest number of members, yes, sir. 

Mr. Giuffra. Do you recall discussing with either Mr. Carvill or 
Mr. Hartsfield Twin City’s position with regard to whether there 
should be a special legislative session to consider banking legisla- 
tion? 

Mr. PENICK. I did probably discuss it with both of them, yes, sir. 

Mr. Giuffra. This memo says “BC/Bo Carvill, W. Hartsfield.” 
This is a meeting held on January 25, 1988. It states on the first 
line, “Opposition — TCB, Walton Banks, Union, maybe Bowen — said 
his will probably oppose.” This is a question as to whether there 
should be a special session. Do you recall Twin City Bank being op- 
posed to a special session of the legislature back in January 1988, 
as reflected in this note of Mr. Bratton? 

Mr. PENICK. No, sir. Our reservation at the time was, as I testi- 
fied to I think earlier, that there was a provision 

Mr. GlUFFRA. This is the 300-foot provision? 

Mr. Penick. Yes, sir. And we weren’t opposed to the legislation, 
but we . were opposed to any legislation that would have that re- 
strictive provision in it. 

Mr. Giuffra. Let’s put up another document from Mr. Tisdale. 
It bears Bates number 496. This is a note from Ms. Wright to Gov- 
ernor Clinton dated 4/19/88. Ms. Eldridge, this memo reflects the 
lunch that you had arranged with Mr. Renaud. 

Ms. Eldridge. Yes, sir. 

Mr. Giuffra. I’ll just read some of the memo. It begins, “I had 
lunch with Terry Renaud and Margaret Davenport today.” Then 
going down to the bottom of the first paragraph, “I knew that if 
Terry Renaud asked her to set up the lunch with me, I had to do 
it for her.” You had been considered for Bank Commissioner, I 
gather; right? 

Ms. Eldridge. Yes, sir. 

Mr. Giuffra. Now in the third full paragraph, it says: 

1. Terry says there is no way to declare this a ‘State’ emergency. Most of the ele- 
ments of the Omnibus Bill will pass in the January session regardless of the State- 
charted S&L issue. 

Then going down, 

4. Terry says if he were in an S&L, he would move in with resentment that bank- 
ers were utilizing one of their provisions to bargain their own deal. 

Then there is a discussion of the dual-banking system. On the 
next page: 
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6. He, and he says other like-minded bankers, are unwilling to be overt in opposi- 
tion to this bill; he doesn’t oppose it. He says there is no emergency and it will be 
a donnybrook, no matter how many legislators say they are for the bill. 

8. He is fearful that a donnybrook in a visible special session will seriously impair 
what he believes the big crisis to banks to be: going to the people to change the 
usury rate. 

Do you recall this lunch at which Mr. Renaud indicated to Ms. 
Wright that the Governor should not call a special session? 

Ms. Eldridge. Sir, I don’t remember the content of the luncheon. 
It was my responsibility to arrange the luncheon. If you’ll notice, 
I am not quoted in there anywhere. 

Mr. Giuffra. You attended the luncheon? 

Ms. Eldridge. I attended the luncheon. 

Mr. GlUFFRA. Mr. Penick, did you discuss with Mr. Renaud his 
opposition to a special session? 

Mr. Penick. I can’t recall. 

Mr. Giuffra. Was he looking forward to the special session? Was 
it something he was encouraging, or was Twin City Bank opposed 
to the special session? You had gotten what you wanted the prior 
year, you had gotten the branching into Little Rock; correct? 

Mr. Penick. No, no, sir. 

Mr. Giuffra. Was Twin City Bank in favor of the special session 
in April 1988? 

Mr. Penick. I think we were favorable to a special session if it 
would help break down the banking branch restrictions. 

The Chairman. The light is on. 

Mr. Giuffra. Fll come back to this. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. If there is a notion here that a special session 
called in 1988 was a quid pro quo for extending a 1987 loan. A loan 
that had been on the books since 1978, had been paid down from 
$186,000 to $36,000. Maybe somebody here could answer that ques- 
tion directly, if that seems to be a point of relevance. 

I Is there some connection between the 1988 special session of the 
legislature of Arkansas and the 1987 extension of the Whitewater 
loan in your view, Mr. Strange? 

I Mr. Strange. None. 

Mr. Ben-Veniste. Mr. Penick. 

Mr. Penick. No, sir, not in the least. 

Mr. Ben-Veniste. Do you have any idea of what connection that 
could be, Ms. Eldridge? 

Ms. Eldridge. I don’t have any idea what connection this has 
with anything. 

Mr. Ben-Veniste. Ms. Eldridge, you indicated that you did not 
contact Ms. Clinton about providing a financial statement. Are you 
quite clear in your recollection? 

Ms. Eldridge. Yes, sir, I’m very clear in my recollection. 

Mr. Ben-Veniste. Mr. Penick, you are quite clear in your recol- 
lection that you did contact Mrs. Clinton? 

Mr. Penick. I know I wrote a letter, yes, sir, to Mrs. Clinton. 

Mr. Ben-Veniste. Ms. Eldridge, was it common knowledge, in 
the bank in 1987, that you were friends with Mrs. Clinton? 

Ms. Eldridge. Yes, sir. 
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Mr. Ben-Veniste. So is it possible that Mr. Proctor, heard about 
that connection and having heard there was a request for a finan- 
cial statement, that he may have thought erroneously that you 
were the person to contact Mrs. Clinton? 

Ms. Eldridge. I can’t comment on Mr. Proctor’s thoughts. 

Mr. Ben-Veniste. What any of this has to do with the price of 
beans certainly mystifies me as it relates to who might have con- 
tacted Mrs. Clinton to provide a financial statement which was pro- 
vided and yet it was unnecessary in terms of the approval of this 
loan which had been paid down to this magisterial sum of $36,000. 

Senator Sarbanes. Was this loan paid off, eventually? 

Mr. Penick. Yes, sir, it was. 

Senator Sarbanes. In its entirety? 

Mr. Penick. Yes, sir, all principal and interest was collected. 

Senator Sarbanes. All the interest was paid on it as well? 

Mr. Penick. That’s correct. 

Senator Sarbanes. In this period they’re asking about, what was 
the amount of the loan? 

Mr. Strange. Roughly $36,000 as I recall. 

Senator Sarbanes. What was it at the outset? 

Mr. Strange. $ 180,000-plus. 

Senator Sarbanes. So at this point it had been paid down from 
$180,000 to $36,000? 

Mr. Strange. That’s correct. 

Senator Sarbanes. Subsequently it was completely paid off? 

Mr. Strange. Yes. 

Senator Sarbanes. All the interest accruing to it was paid? 

Mr. Strange. That’s correct, yes. 

Senator Sarbanes. Thank you. 

Mr. Ben-Veniste. I’d be prepared to cede back the time to see 
whether we can develop some relevance to this. 

The Chairman. I think there is some relevance here. Let me tell 
you, this is not just in a vacuum. I’m not saying that anything was 
done more or less than what Mr. Proctor and what Mr. Dewey have 
said. It seems to me their testimony has not been refuted. What 
we have is a case where you, Mr. Penick, say you don’t recall. You 
think they made this up, the fact that you said we’ll get hold of 
Margaret and have her call? Do you think they really made that 
up, both of them independently, each of them being deposed inde- 
pendently? 

Mr. Penick. No, sir, I don’t think so, but it would be abnormal 
for them to be in a meeting where I was at the bank. I was Chair- 
man of the Board of the bank and was not a member of the officers 
loan committee or directors loan committee, and rarely would they 
come to — it’s possible, but rarely would those two junior officers 
come and talk about a loan to the full board. 

The Chairman. Maybe because it was a loan you were concerned 
about, there was some relevance. Maybe you were concerned, that 
given the fact that it was the Governor and you didn’t want to 
press him — how do you press and say we need this personal thing 
and we don’t want this red flag to stand up? The fact of the matter 
is that you did have a relationship with the Governor, didn’t you, 
and no one says that’s wrong but you had a relationship? 

Mr. Penick. Yes, sir, I knew 
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The Chairman. My gosh, you knew him from your work with the 
chamber, and banking legislation, et cetera. I think we become so 
defensive. Wouldn’t you be concerned? Isn’t it a difficult thing to 
approach someone in a high position, even if you have a relation- 
ship? To say look, we need your financial documents. We need it 
because this loan wasn’t in compliance. You had to have that par- 
ticular financial statement and that’s a fact. 

We had both Mr. Proctor and Mr. Dewey, and they’re junior offi- 
cers, saying they have a problem. Pretty logical as to why they 
would bring it up and say this is a problem. You say, OK, we’ll see 
if we can’t get it. And the information did come. But it is relevant 
and it is not something that someone mystically created. We didn’t 
create it. It happened. 

Now let’s keep going. 

Mr. GlUFFRA. Mr. Strange 

Senator Sarbanes. I just want to be clear, Mr. Penick. As I un- 
derstand it, you did contact Mrs. Clinton about providing this 
statement; isn’t that right? 

Mr. Penick. Senator, I did write her a letter. 

Senator Sarbanes. So you don’t dispute that? 

Mr. Penick. No, sir, never have. 

The Chairman. And there’s no reason to dispute or suggest that 
these two men who you knew to be honorable employees, you never 
had any difficulty with them, did you, with Mr. Dewey? 

Mr. Penick. No, sir, I did not. Never have. 

The Chairman. Does he still work there? I don’t know whether 
he does or not. 

Mr. Penick. I don’t know 

Mr. Strange. He does not. 

The Chairman. You never had any problem with him in terms 
of his honesty, ethical conduct or anything, did you, Mr. Strange? 

Mr. Strange. No. 

Senator Sarbanes. Did you say that he does or doesn’t work 
there now? 

Mr. Strange. He does not. 

Mr. Ben-Veniste. Mr. Chairman, maybe one thing could be clari- 
fied as to where they work. I know there’s an implication that they 
worked in the same building or the same town cr locale. 

The Chairman. But the fact is he testified that he was there and 
that Ed brought this up and they both remember this with specific- 
ity. Now, you don’t recall it, and that’s OK, but to suggest that 
somehow these fellows just invented this, when they had no reason 
to invent this. 

Ms. Eldridge, you were a friend of Ms. Clinton’s; isn’t that true? 

Ms. Eldridge. Yes, sir. 

The Chairman. Let’s continue. 

Senator Sarbanes. I think Ms. Eldridge said that she never dis- 
cussed this with Mrs. Clinton, didn’t you? 

Ms. Eldridge. That’s exactly right. 

Senator Sarbanes. Well, these fellows may have thought that 
Mr. Penick was going to get Ms. Eldridge to do it. Apparently Mr. 
Penick wrote her a letter himself. 

The Chairman. From the testimony of these two gentlemen yes- 
terday, Mr. Proctor and Mr. Dewey, Mr. Penick said at this meet- 
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in g, this was a conversation that took place, and there was some 
concern. My gosh, the facts are irrefutable, that that financial doc- 
umentation was not there; is that correct? It wasn’t there; is that 
correct? 

Mr. Penick. Yes, sir, that’s correct. 

The Chairman. It had come in late on a number of prior occa- 
sions. It took a little bit of doing to get it there; is that correct, Mr. 
Penick? 

Mr. Penick. I did not administer the loan. No, sir, I don’t know. 

The Chairman. That’s the testimony 

Mr. BEN-VENISTE. Mr. Chairman, I thought Mr. Proctor’s testi- 
mony was that no one told him that such a contact had been made. 
He understood that there was a friendship, and it had been dis- 
cussed, but not that somebody told him Ms. Eldridge had contacted 
Mrs. Clinton. 

The Chairman. Mr. Ben-Veniste, I understand that, but what we 
have are two junior officers who the pressure was on to see to it 
that the documentation was in, not only in this case but also in all 
of the matters that they had, because the regulators were cracking 
down. They were going from, you might say, business, do whatever 
you want to, to coming in looking and supervising in a much tight- 
er manner. That was the history of what was taking place, and not 
just at your institution. 

So the fact of the matter is this was obviously a concern. Other- 
wise you wouldn’t have written a letter, would you, Mr. Penick? 
You don’t generally write letters to people to say get your financial 
documentation in, did you? 

Mr. Penick. Yes, sir. 

The Chairman. You did? 

Mr. Penick. Yes, sir. 

The Chairman. That was a general thing that you did? 

Mr. Penick. Where I could help provide document 

The Chairman. Where you could help? It wasn’t a general policy 
for you to do that. Didn’t your junior loan officers and other people 
do that? Don’t stretch the imagination now. 

Mr. Penick. Senator, I’m explaining. If I could assist with docu- 
mentation, I would be pleased to do so. 

The Chairman. If you could assist. It wasn’t a general practice 
for you to be the person to indicate to someone that they didn’t 
have loan documentation in, was it? 

Mr. Penick. No, sir, it was 

The Chairman. OK. 

Senator Sarbanes. Let him finish. 

The Chairman. I let him finish. 

Senator Sarbanes. Let him finish. 

The Chairman. Wait a minute, Senator. On your time do your 
thing. Don’t tell me how to conduct myself. He knows he’s pushing 
that point. 

Senator Sarbanes. Well 

The Chairman. It was not a general practice for you to send a 
letter to people who were delinquent, as it related to their financial 
statement. That you, as the Chairman of the Board, got on the 
phone or sent a letter out? Was it a general practice? Yes or no? 

Mr. Penick. No, sir. 
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The Chairman. Thank you. We didn’t have to go through all 
that. If you had been more responsive, I wouldn’t have to do that. 
I asked you that before. Save it for your counsel. Don’t play games 
with us. 

Mr. Penick. I am not, Senator, I am just trying to tell you the 
truth. 

The Chairman. Wait a minute, Senator, you can make your ob- 
servation on your time. 

Senator Sarbanes. I’m not going to sit here and let you browbeat 
the witness. Let him give a complete answer. 

The Chairman. You know something, Senator, the fact of the 
matter is we have gone through this now. If he had been respon- 
sive instead of trying to hedge and said well, when I can be of as- 
sistance, you knew what we were getting at. 

Senator Sarbanes. If I was being browbeaten this way, I would 
be very careful about my answer too. I think this witness ought to 
be given a chance to develop a fuller answer if he wants to do so. 

The Chairman. And he has been. 

Senator Sarbanes. No, he hasn’t. He has been denied that just 
now. There’s no question about that. 

The Chairman. Senator, that’s your interpretation. 

Senator Sarbanes. I think that it’s the interpretation of anyone 
watching this proceeding. 

The Chairman. I’ll tell you something. Anyone watching the pro- 
ceeding would see that there have been less than candid responses, 
testifying to the whole truth instead of attempting to play games. 

Senator Sarbanes. I don’t think they’re trying to play games. 
They’re trying to give straight answers. 

The Chairman. No, I don’t think so. I think there has been a 
holding back in a number of cases and it was totally unnecessary. 
It is not a fair and accurate response for somebody, the Chairman 
of the Board, or the President, to say or imply that he would regu- 
larly send out these notifications when, indeed, it was only in spe- 
cial circumstances. Let’s not kid ourselves. 

Senator Sarbanes. Let him answer that question. 

The Chairman. When you get to it on redirect, you can do that. 

Senator Sarbanes. I certainly will, but I do think, Mr. Chair- 
man, in all fairness you should do that when you’re asking the 
questions yourself. I mean, this notion, well, I’m going to shout at 
him and browbeat him and cut him off, and then when you get 
your turn, they can have a chance to answer the question. 

The Chairman. Well, you know, Senator, you are doing that to 
me. I do not do that to you, and when the witness 

Senator Sarbanes. On occasion, Mr. Chairman. On occasion. 

The Chairman. Well, on occasion, but you do it more regularly 
and I don’t think it’s necessary. I said to the witness before, let’s 
be a little more forthcoming. He did it with the business about the 
300 feet, I would suggest he was playing games and he is playing 
games. I characterize it as playing games and being less than fully 
responsive to the questions. 

Mr. Giuffra. 

Mr. Giuffra. Let’s go back to the 1988 branching legislation. We 
know on January 25, 1988, there was a meeting with Governor 
Clinton, Mr. Carvill, and Mr. Hartsfield of the Bankers Association 
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in which, at least according to Mr. Bratton’s notes, it indicates the 
Twin City Bank was opposed to the special session that would con- 
sider the Omnibus Bank Bill. 

Then we have this luncheon on April 19, 1988, arranged by Ms. 
Eldridge, at which the Chairman of Twin City Bank, Mr. Renaud, 
attends a meeting with the Governor’s Chief of Staff and indicates 
that Twin City would prefer that the Governor not declare a special 
session to consider this Omnibus Bank Bill. 

Let us turn to another document. Let us turn to the document 
bearing Bates number JRTS491. This is a “Memorandum — From: 
Sam Bratton. To: Govemor/Betsey Wright. Date: April 25, 1988. 
Subject: Special Session.” It says: 

Bowen called this morning to inquire about as to what I thought were the possi- 
bilities for a special session. His assessment based on discussions primarily with 
First Commerciars correspondent banks is that an overwhelming majority of the 
banks out in the State are expressing support for the proposed legislation, but that 
many of them are “paying lip service” to agreeing and continue to gripe about var- 
ious specific provisions of the bill and that most of them are not really working that 
hard on their legislators. 

This is the key sentence: 

He also said it was his impression that TCB [Twin City Bank] is attempting “to 
be a spoiler.” 

Again, Mr. Penick, is that accurate? This rendition from the Gov- 
ernor’s Counsel to the Governor and the Governor’s Chief of Staff, 
that Twin City Bank was attempting to be a spoiler with regard 
to the Omnibus Banking Bill in 1988? 

Mr. Penick. No, sir, I didn’t view our position that way at all. 

Mr. GlUFFRA. Let’s turn to the next document which is another 
document from Governor Clinton, JRTS 142. This is a letter from 
Mr. Penick to Marlin Jackson. Do you have that letter, sir? 

Mr. Penick. Yes, sir. 

Mr. GlUFFRA. Do you recall writing this letter to Mr. Jackson? 

Mr. PENICK. I’m sorry, I have the wrong letter. 

Mr. GlUFFRA. This is the May 23, 1988 letter. 

Mr. Penick. I found it, yes, sir. 

Mr. GlUFFRA. Do you recall writing this letter to Mr. Jackson? 

Mr. Penick. Yes, I do. 

Mr. Giuffra. Mr. Jackson at this point is at First State and 
Bank Trust Company in Conway, Arkansas according to your let- 
ter; is that right? 

Mr. Penick. I assume so. 

Mr. GlUFFRA. He had formerly been the Bank Commissioner? 

Mr. Penick. That’s right. 

Mr. Giuffra. Why did you write the letter to Mr. Jackson? 

Mr. Penick. This is a letter that went to all bankers in the State. 
It was stating our position with respect to the special session, and 
the bill that was going to be call the Omnibus Banking Bill. 

Mr. Giuffra. Let’s look at the second full paragraph, I’ll read 
that into the record. “TCB does not oppose the bill. Our reluctance 
is based on the effect of one part of the bill that seems directed 
solely at us and this litigation.” Now what was the part of the bill 
that you thought was directed solely at Twin City Bank? 

Mr. Penick. This was the litigation we spoke of earlier, about 
First Commercial objecting to our branch which was in 300 feet, 
which was passed and permitted within Act 539. 
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Mr. GlUFFRA. Your main concern, as expressed in this letter, was 
this 300-foot branches limitation; is that right? 

Mr. Penick. Yes, sir, we didn’t oppose the bill. 

Mr. Giuffra. I will read the last paragraph, the second page of 
the letter. You are proposing some legislative language to Mr. Jack- 
son; right? 

Mr. Penick. Yes, sir, and others that received the letter. 

Mr. Giuffra. It reads: 

As initially stated in this letter, TCB wants to support the proposed bill. However, 
we must have reliable assurance that the wording 'grandfathers in’ any operating 
branch. We appeal to your sense of fairness and ask for your support to enable TCB 
to fully and actively support this bill by contacting your legislators and securing 
their commitment to adopt a grandfather provision that states. 

Then it provides the grandfather provision; right? 

Mr. Penick. Yes, sir. 

Mr. Giuffra. Again, your concern is you really need this one spe- 
cific provision that will allow your bank to keep its branch in the 
Capitol Building? 

Mr. Penick. Yes, sir. There were other branches too that may or 
may not be in jeopardy that we were operating. We were trying to 
grandfather all of them in that were passed under 539. 

Mr. Giuffra. You were looking for a specific provision that 
would grandfather your bank? 

Mr. PENICK. We wanted that in the bill; we thought it was fair, 
yes, sir. 

Mr. Giuffra. Let’s turn to a document, JRTS 141. We looked at 
this document before the lunch break. This is the note that was 
sent to Governor Bill Clinton. The Chairman focused your attention 
on the first paragraph; I would like to focus your attention on the 
second paragraph. 

Mr. Penick. Mr. Giuffra, which one are you talking about? 

Mr. Giuffra. I’m talking about the June 6, 1988 note. 

Mr. Penick. The date on our copy is illegible. Is this it? 

Mr. Giuffra. This is another document we received from Gov- 
ernor Clinton’s files. This is the document that says: 

Bill, the attached copy is revised slightly from the previous one you have been 
furnished. Fve highlighted the two changes for your information. 

In an additional note, on 6-1, the Arkansas Association of Bank Holding Compa- 
nies Board of Directors adopted this position. A formal notice will come from that 
organization shortly. 

Do you recall trying to get support of the Arkansas Association 
of Bank Holding Companies for your particular grandfathering pro- 
vision? 

Mr. Penick. I think they were pretty supportive of the bill that 
we were trying to get passed, yes, sir. 

Mr. Giuffra. Do you recall the Association of Bank Holding 
Companies was willing to support your provision which would be 
this grandfathering of banks within 300 feet? 

Mr. Penick. I don’t specifically recall, no, sir. 

Mr. Giuffra. But doesn’t this letter suggest that you had gone 
out and gotten the Association to support this particular provision? 

Mr. Penick. Well, I don’t know that that provision is what’s ref- 
erenced in this note. 

Mr. GlUFFRA. This was the only provision, according to your let- 
ter to Mr. Jackson, and to other bankers, as you testified on May 
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23rd. You indicated that your concern with this legislation was 
with regard to this 300-foot branch restriction; right? 

Mr. PENICK. Yes, sir. 

Mr. Giuffra. So the next letter, less than 2 weeks later, to the 
Governor, talks about the provision that you wanted in the bill and 
how the Association of Bank Holding Companies was supporting 
your position with regard to presumably the 300-foot branch re- 
striction. 

Now on 7/5, we have the handwritten note that you were unsure 
as whether it went to Governor Clinton, but you thought it had 
gone to the Bank Commissioner. Then on 7/5, we have the note 
JRTS 195 and let's put that back up. That’s the memorandum from 
Betsey to the Governor dated July 5, 1988. Re: Bankers Bill, cc: 
Sam Bratton, who was the person at the Governor's office respon- 
sible for this particular piece of legislation. 

I think this is a very important memo to look at, because this 
memo read in connection with the handwritten note dated the 
same date of 7/5 in which you thank Bill, and we don't know who 
Bill is — although the only document we got was from Governor 
Clinton's files. 

It has been reported to me your assistance on the Omnibus Bankers Bill and the 
300-foot provision and I wanted to relay our appreciation for taking this stand. 
Terry and I can’t understand why Mr. Bowen [your competitor from First Commer- 
cial] feels so threatened by our little office in Capital Tower. 

Then on the same day, we have this memo from Betsey to the 
“Gov” which says: 

Neither Sam nor I understands what your next step/follow-up with Bill Bowen is 
on the 300-foot issue. 

The bill which is being delivered to this office in the morning by the Bankers As- 
sociation/Bill Ford does not contain the 300-foot provision based on their conversa- 
tion with you this morning. 

This memo, by any reasonable measure, seems to indicate that 
Governor Clinton spoke to the Bankers Association and/or the 
Bank Commissioner and told them that he did not want the next 
version of the Omnibus Bank Bill to contain the 300-foot limitation. 
Isn't that the most fair reading of this particular memo, sir? 

Mr. PENICK. Would you state that again? I'm sorry. I didn't fol- 
low it. 

Mr. Giuffra. Let's focus on the last sentence of the memo. 

The bill which is being delivered to this office in the morning by the Bankers As- 
sociation/Bill Ford does not contain the 300-foot provision based on their conversa- 
tion with you this morning. 

This is a memo from Betsey Wright to Governor Clinton. The 
only reasonable interpretation of that sentence is that Governor 
Clinton spoke to the Bankers Association and/or the Bank Commis- 
sioner, Mr. Ford, and told him he did not want the new version of 
the Omnibus Bank Bill to contain the 300-foot provision; right? 

Mr. Penick. Yes, sir, I think that would be consistent with my 
handwritten note, I assume it to be to Bill Ford on July 5th. 

Mr. Giuffra. The point is — I know Mr. Ben-Veniste is giving us 
side chatter. 

The Chairman. Now wait. Mr. Ben-Veniste is not. That's not 
right. We are over time. Continue. Make your point. 

Mr. Giuffra. The point is this memo clearly demonstrates that 
the Governor did intervene to remove the 300-foot provision from 
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the legislation as your bank wanted. And your bank was the only 
bank that was going to benefit from the elimination of this provi- 
sion. I mean, this was the thing you had been lobbying for starting 
in January. You had written a letter to every banker in the State 
about this provision on May 23, 1988, and then by July 5th, the 
Governor has taken care of it for you. 

Mr. Penick. That’s not the way I interpret it, no, sir. 

The Chairman. You can interpret it and then we are going to go 
to Mr. Ben-Veniste. If you have some kind of interpretation, Mr. 
Penick, that can clear it up, you can tell me, because I am lost. 

Mr. GlUFFRA. Let’s turn to another document. 

The Chairman. No, wait. I am going to do this now. 

Senator Sarbanes. 

Senator Sarbanes. Mr. Penick, Mr. Strange, how many times did 
this loan get extended? When did it first get extended? It was ex- 
tended every year; wasn’t it, wasn’t that the way it worked? 

Mr. STRANGE. I don’t recall the exact number of times. It was ex- 
tended numerous times over the life of the loan, thought. 

Senator Sarbanes. Before we reach this point that we are talk- 
ing about here, this loan had been extended previously more than 
once, in fact, a number of times; is that correct? 

Mr. Strange. Yes, that would be right. 

Senator Sarbanes. On the previous occasions when it was ex- 
tended, was there legislation in the Arkansas legislature that in- 
volved your bank and the Governor? 

Mr. Strange. Not that I am aware of. 

Senator Sarbanes. No, I mean, what’s being more than just sug- 
gested here is that this loan got extended in this year because of 
this legislation that was pending. Now was there any connection 
between the extension of the loan and the legislation? 

Mr. Penick. Absolutely not. 

Mr. Strange. None, none that I know of at all. 

Senator Sarbanes. No basis on which to assert that, is there? 

Mr. Strange. There is none. 

Mr. Penick. Not to my knowledge, no, sir. 

Senator Sarbanes. In fact the extension of the loan was handled, 
as in the past, separately; and I take it according to however you 
tried to do those things. This legislation was something that came 
up in this particular instance but hadn’t been present before; isn’t 
that correct? 

Mr. Penick. I believe so, yes, sir. 

Senator Sarbanes. Well, you know, I mean, they can go round 
and round about this thing and try to establish some linkage; but 
I don’t see it. And I don’t know how long we are going to spend 
sort of on this ring-around-the-rosey. 

Now, Mr. Penick, I didn’t think you had a chance to fully respond 
earlier on this volunteering to help collect documents for a credit 
file. Was that something you did on occasion? 

Mr. Penick. Yes, sir, I did, but it was not a general practice. 

Senator Sarbanes. Not a general practice, but do you recall 
other instances in which you did it? 

Mr. PENICK. Oh, yes, sir. Yes, sir. I was on numerous loan com- 
mittees, and if it was a situation where I could assist, I volunteered 
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to do that. It was not a general practice, I did not do it every day, 
but I did it, and it was not just done in this situation. 

Senator Sarbanes. In fact, in your deposition, you were asked: 

Question: Was this the first time you had volunteered to help collect documents 
for a credit file? 

Answer: No, sir. 

Question: T)o you recall the other instances in which you did it? 

Answer: They are too numerous to recall. 

Question: So you had done it previous to this. 

Answer: I’m sorry. I didn’t hear you. 

Question: So you had previously volunteered to help collect documents for a credit 
file? 

Answer: Yes, sir. 


Mr. PENICK. That’s correct. 

Senator Sarbanes. Well, I think that’s important. You didn’t do 
it in every instance, or it wasn’t a standard practice, but you did 
it often enough that it constitutes a number of times in which you 
engaged in such activity; is that correct? 

Mr. Penick. Yes, sir, it was. 

Senator Sarbanes. Is that a fair way to put it? 

Mr. Penick. That’s fair, yes, sir. 

Senator Sarbanes. Now is there anything you want to add at 
this point? 

Mr. Penick. No, sir, that concludes it. 

Mr. Ben-Veniste. From 1978 through 1987, that’s 9 years, you 
go forward, rolling this loan over, as we heard, on 6-month or a 
year basis because that’s the way things were done in Arkansas at 
that time, in order to deal with interest rate fluctuations. Sud- 
denly, the notion has been advanced that in 1987, there was a re- 
quired trade between support by the Governor for branch banking 
legislation — passed 80 to 10 by the legislature — and getting still 
another loan renewal. By this time, the loan was paid down to 
$36,000 — the sales from the lots and the contracts, fully servicing 
the payments on the loan, and the loan being further collateralized 
by the remaining lots in the Whitewater Development parcel; is 
that fair to say? 

Mr. Penick. Yes, sir. 

Mr. Ben-Veniste. Mr. Strange. 

Mr. Strange. Yes. 

Mr. Ben-Veniste. It is interesting that the document regarding 
your recollection of who it was you were writing to when you wrote 
to “Bill, it has been reported to me that your assistance on the Om- 
nibus Bankers Bill and the 300-foot provision, and I wanted to 
relay my appreciation for taking this stand.” It is dated July 5, 
1988. 


t 

i; 

c 






The memorandum which Mr. Giuffra just alluded to, from Betsey 
Wright to Governor Clinton, regarding the Bankers Bill is dated \ 
exactly the same day, July 5, 1988. And that memo says, “the bill 
which is being delivered to this office in the morning by the Bank- r 
ers Association/Bill Ford does not contain the 300-foot provision t 
based on their conversation with you this morning.” 

Therefore, the notion that the tie-in between your letter of appre- 
ciation to Bill Ford, the Commissioner, who took a position with re- 
spect to the 300-foot question, whatever the heck that means, in 
terms of the price of beans, of what this Committee is supposed to 
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do, at any event, leads you further to conclude that your note was 
written to Bill Ford; is that right? 

Mr. Penick. That’s correct, yes, sir. 

Mr. Ben-Veniste. I have nothing further. 

Mr. Giuffra. Let’s put up on the Elmo documents bearing Bates 
number JRTS204 and 205. Mr. Penick, you will agree that 300-foot 
branching restriction was important to Twin City Bank; right? 

Mr. Penick. I’m sorry, we don’t have the document yet. 

Mr. Giuffra. We will get it to you — 204 and 205. It is a letter 
from Mr. Bowen of First Commercial to Governor Clinton. 

Mr. Belman. Counsel, do you have a date for the document? 

Mr. Giuffra. This is the July 7, 1988 letter. 

The Chairman. He is giving it to you right now. 

Mr. Giuffra. Mr. Penick, let’s go back to a question first. You 
have the letter in front of you? 

Mr. Penick. Yes, I do. 

Mr. Giuffra. Now, you will agree that the 300-foot branching re- 
striction was a concern to Twin City Bank; right? 

Mr. Penick. It was important, yes, sir. 

Mr. Giuffra. It was important to you. Now, you had even taken 
the step of writing a letter to other bankers throughout the State, 
including Mr. Jackson, seeking a grandfather provision so that you 
could keep your branch open in Capital Tower; right? 

Mr. Penick. And other branches that might come in 

Mr. Giuffra. Other Twin City branches? 

Mr. Penick. That’s right. 

Mr. Giuffra. You had even been in litigation with First Com- 
mercial with regard to the Act 539; right? 

Mr. Penick. We were operating the branch and First Commercial 
sued us to stop it. 

Mr. Chertoff. Mr. Penick, you know what the problem is here? 
The problem is that it is hard to get a simple answer to a simple 
question. Let me be very simple. There was a case going on that 
everybody in that area in banking knew about. It is discussed in 
the letter to the Governor by Mr. Bowen, the Chairman of your 
competitor, that makes it clear that there is an ongoing case chal- 
lenging this home-rule provision. Depending on the outcome of the 
case, you are either going to get to keep your branch there or you 
are going to have to move your branch. 

This is not a matter of great momentous policy. There are no eco- 
nomic policy questions. It is a matter of pure personal interest to 
the two banks that are involved in the litigation: Your bank, which 
didn’t want to have to close up shop in its office here and move out- 
side of the 300 feet, and the bank of the competitor that wanted 
you to move. 

And the letter on July 7, 1988, to the Governor from Mr. Bowen 
makes it very clear that the whole function of this part of legisla- 
tion on the 300 feet is to address this case which is going on, be- 
cause if they wind up changing the law, and they repeal or repudi- 
ate the home office protection feature, the case is going to go away, 
and you are going to have to move your branch. Isn’t that really 
what this letter is about? Isn’t that what this whole deal was about 
during the first 6 months of 1988? 
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Mr. Penick. Well, the thrust of the litigation was primarily a 
Constitutional issue. 

Mr. Chertoff. The thrust of the litigation for you was not an ab- 
stract interest in the Constitution of the State of Arkansas; it was 
your business. You had a branch, you were being challenged on the 
location of that branch; your competitors wanted you to move your 
branch; you wanted to keep your branch. That’s what the case was 
about to you; right? 

Mr. Penick. No. 

Mr. Chertoff. No, it was about Constitutional theory; right? 

Mr. Penick. That’s correct. 

Mr. Chertoff. Now let’s take this letter of July 7th. You may 
be interested in Constitutional theory but your competitors and the 
ABA and these other individuals from the banks, seemed to be in- 
terested in the practical element, as one would expect. They 
seemed to be interested in this particular case, and this particular 
rule that I gather protects banks in their home offices. Now as a 
matter of fact, this was a personal concern to you because you actu- 
ally had a minority interest in the very building in which this par- 
ticular branch that was the subject of the case was located; right? 

Mr. Penick. That is correct. But it was an easy solution, just 
move it back more than 300 feet in the building. 

Mr. Chertoff. In addition to your interest in this as the Chair- 
man of the TCB, you had an interest as an owner of the building; 
is that right? 

Mr. Penick. I was a minority owner of the building, yes, sir. I 
have testified to that. 

Mr. Chertoff. You had a piece of the building. Now what seems 
interesting about this — and Mr. Ben-Veniste kind of alluded to it — 
I mean, we are now in, I guess, what is essentially the end of the 
first decade of the existence of this loan. This loan was on the 
books, started out in 1978. We heard the whole story about how the 
loan in the predecessor bank was originally split. And it turned out 
that the downpayment was really borrowed. There were all kinds 
of — you know, part of it was repaid and part of it wasn’t repaid. 
Now 10 years into this loan, you had become a Federally-chartered 
bank; right? 

Mr. Penick. Is the question to me, Mr. Chertoff? 

Mr. Chertoff. Yes, the question, Mr. Penick, was you had be- 
come a Federally-chartered bank? 

Mr. Penick. “You” being whom? 

Mr. Chertoff. I mean, 1st Ozark. 

Mr. Penick. Yes, sir, we converted to the charter to a national 
charter. 

Mr. Chertoff. When did that happen? 

Mr. Penick. I’m not sure. 

Mr. Strange. January 1, 1986. 

Mr. Chertoff. That means, Mr. Strange, the Office of the Con- 
troller of the Currency gets involved in examining the bank; right? 

Mr. Strange. That’s correct. 

Mr. Chertoff. We heard testimony from Mr. Proctor yesterday 
that they tended to be a little more rigorous, let’s say, in the way 
they looked at loan documentation issues. So now, for the first 
time, 8 years into the life of this loan, there is a new regime, there 
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are new regulators. We have a loan that Mr. Proctor and Mr. 
Dewey acknowledged yesterday was the subject of discussion in the 
bank. I think Mr. Dewey said it was kind of a nuisance loan, there 
were problems with the loan. 

Then in 1987, there was a significant effort to get that financial 
statement and the financial statement comes in in March 1987; 
isn’t that right, Mr. Strange? 

Mr. Strange. Yes. 

Mr. Chertoff. Then in 1988, you have to get a financial state- 
ment again if the loan is going to be turned over. But in 1988, the 
decision was made that there would be a waiver of the requirement 
of any future financial statement, or at least of any financial state- 
ment for that year from the Clintons; isn’t that correct, Mr. Penick? 

Mr. PENICK. I don’t know, sir. I was not involved in the 

Mr. Chertoff. Mr. Strange, that’s correct; right? 

Mr. Strange. Excuse me 

Mr. Chertoff. In 1988, the requirement of a financial statement 
from the Clintons was waived; right? 

Mr. Strange. Yes, it was. 

Mr. Chertoff. The reason this is brought up is because we have 
an issue here that is frankly, judging from the letter of July 7th, 
of concern to a bunch of bankers who are worrying about where 
their branches are located, but which doesn’t concern some momen- 
tous issue of economic policy. And yet, it appears from the memo 
of July 5th from Betsey Wright to the Governor, which the Gov- 
ernor reads and checks off, that the Governor personally has inter- 
vened to take a position on this 300-foot issue. 

We have this case here involving a dispute between two banks 
about where are they going to locate a branch and the Governor 
personally gets on the phone and gets involved in a discussion 
about whether we are going to change the pre-existing law and 
drop this 300-foot limitation out. 

And you would agree with me, Mr. Penick, you wouldn’t normally 
think the Governor of a State would take a personal interest in a 
matter as particular and as individual as how there is going to be 
a resolution of a lawsuit between two banks about where the 
branch is going to be located. That’s not a big macroeconomic policy 
issue, is it? 

Mr. Penick. No, sir, but it was holding up the legislation. The 
agreement the Governor had with Mr. Hartsfield and others, where 
if the bankers came together and agreed on legislation, he will call 
a special session and sponsor it through. This was simply an at- 
tempt to get that agreement. We wanted the 300 feet thrown out; 
others wanted it kept in. 

Mr. Chertoff. In connection with this memo of July 5th, we 
have on the very same day, your note in your handwriting to Bill — 
and you are telling us you don’t know whether it is Bill Ford or 
Bill Clinton — specifically thanking him for assistance on the 300- 
foot provision; right? This comes not from the files of the Banking 
Commission, which hasn’t produced any such document, but from 
the files of the Governor. And it is your testimony that the Bill that 
you are addressing here is not Bill Clinton, but it is Bill Ford; is 
that right? 

Mr. Penick. That’s what I recall, yes, sir. 
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Mr. CHERTOFF. But the memo written the very same day from 
Betsey Wright to the Governor indicates that the deletion — it says, 
“the bill does not contain the 300-foot provision based on their con- 
versation with you,” the “you” being Governor Clinton, “this morn- 
ing.” In other words, the contemporaneous memo of Betsey Wright 
indicates that the basis for not having the 300-foot provision is the 
conversation with the Governor, and that the Governor is the one 
who finally breaks the logjam. Would you agree; that's correct? 

Mr. Penick. No, sir, I don't think he did. I think it was still the 
same understanding that he had all along: The banking community 
had to come together. Because it was a very controversial issue, he 
had supporters on all sides; he needed to have a piece of legislation 
that would go through without opposition, or the least opposition 
as possible. 

Mr. Chertoff. Let me also observe to you, Mr. Penick, and you 
have no way of knowing this but it may help move you on your 
recollection of whom you wrote this Bill letter to — that all these let- 
ters were produced, all these memos which are internal memos of 
the Governor, were produced from the Governor’s office, and they 
are numbered in order the way they are produced. And right in the 
middle of the production is the letter to — the Bill letter, the hand- 
written Bill letter, which I think further confirms that this was a 
letter which was directed not to the Bank Commission, which 
doesn't seem to have a copy of it, but to the Governor’s office, which 
has it in the same file as all the other internal memos of the Gov- 
ernor concerning this issue. 

My question to you is this: This 300-foot issue, was an issue of 
concern to your bank because of an ongoing case which involved 
the location of one of your branches; isn’t that correct? 

Mr. Penick. It was an issue, yes, sir. 

Mr. Chertoff. And that was the issue that, from the beginning 
of the year, you were pushing and lobbying to get resolved in a way 
that would support your point of view; in other words, you wanted 
to delete that 300-foot limitation from the law so that the lawsuit 
would go away and you could have your branch in the building 
which you owned a minority interest in; right? 

Mr. Penick. It was not the top priority, no, sir, but it was some- 
thing we were working on. 

Mr. Chertoff. It was kind of close to the top; right? 

Mr. Penick. I wouldn’t put it there, no, sir. I think the passage 
of the Omnibus Banking Bill was a lot more important. 

Mr. Chertoff. It was certainly priority enough for you to spend 
time on and write notes on and have conversations with around get 
up — kind of get opposite this Arkansas Bankers Association group 
that wanted to keep the bill. I mean, it was important enough for 
you to do that? 

Mr. Penick. We were adversaries of the Arkansas Bankers Asso- 
ciation for a long, long time. 

Mr. Chertoff. On this particular issue; right? 

Mr. PENICK. I think they opposed this, yes, sir, in the beginning. 

Mr. Chertoff. And then it turns out the Governor called it your 
way; is that right? 

Mr. Penick. The bill that was ultimately passed did not have a 
300-foot provision in it, no, sir. 
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Mr. Chertoff. That’s what you wanted? 

Mr. PENICK. Among other things, that’s correct. 

Mr. Chertoff. Mr. Penick, if nothing else, let’s at least get this 
one straight. The bill that came out did not have the 300-foot provi- 
sion, which meant that there was no legal impediment to your 
keeping the branch in the building you owned a minority interest 
in, and that was what you wanted; yes or no? 

Mr. Penick. I’m sorry. Would you repeat your question? 

Mr. CHERTOFF. The bill that was finally passed did not have the 
300-foot limitation; you got to keep the branch in the building, and 
that’s what you wanted; right? 

Mr. Penick. Yes, sir, it was a good bill and we agreed with it. 

Mr. Chertoff. Thank you, Mr. Chairman. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Mr. Penick, who is Wayne Hartsfield? 

Mr. PENICK. He is President of a bank in Searcy, and in early 
1988, he was President of the Arkansas Bankers Association. 

Mr. Ben-Veniste. Now according to the notes that we have, on 
March 14, 1988, you stated that: 

Wayne Hartsfield, President of Arkansas Bankers Association and President of 
First National Bank of Searcy, visited with me today concerning a proposal he is 
working on to settle the Branch Banking dispute. 

Hartsfield has an agreement with the Governor to call a special session, upon full 
concurrence and commitment of the bankers and banking organizations in the State 
to support the legislation. 

Now, you are familiar with that memo, because you apparently 
dictated it? 

Mr. Penick. That’s correct. 

Mr. Ben-Veniste. Did anyone charge you with going back into 
the files and backdating some document, scooting this into your 
files, about Mr. Hartsfield being the person who initiated this mat- 
ter with the Governor’s office? 

Mr. Penick. No, sir, not to my knowledge. 

Mr. Ben-Veniste. Therefore, wouldn’t this indicate the true gen- 
esis of how this 1988 business all got started, to the extent it has 
any relevance to anything that we are doing? 

Mr. Penick. I am just reading it, but I don’t see any comment 
relative to the position on the 300-foot in this memo. 

Mr. Ben-Veniste. Right. And with respect to calling the special 
session, Mr. Hartsfield is the one who had the agreement with the 
Governor’s office about calling the special session, which was the 
crux of getting any legislation out. According to this memo, that re- 
quired that you bankers sit down, get your act together, come up 
with some kind of a compromise you could all live with, and then 
present it; right? 

Mr. Penick. Yes, sir. 

Mr. Ben-Veniste. That’s what happened? 

Mr. Penick. That’s what happened, yes, sir. 

Mr. Ben-Veniste. Now, Mr. Chertoff told you what Mr. Dewey 
said in his testimony, but not what Mr. Proctor said. So let me go 
back over this, this was just yesterday. 

Mr. Chertoff. So we have the flow. Mr. Dewey, would you agree with me that 
this loan, this Whitewater loan was a nuisance and was continually past due at the 
bank? 
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Mr. Dewey. As I remember it, sir, yes. 

Mr. Chertoff. It was something that was discussed at the bank? 

Mr. Dewey. Yes, sir. 

Mr. Chertoff. Mr. Proctor, you would agree with that, right? 

Mr. PROCTOR. No, I would not, because I personally handled the loan and Mr. 
Dewey did not. So he saw it from the outside, yes, the outside looking in, and I 
guess he saw what I was doing, and he thought maybe that was a burden to me. 
But I did not see it that way. I thought it was very typical of the loans that we 
had at that time, during that period in the economy. 

Now that is a fuller picture of what occurred. Obviously, you 
have not been provided with a transcript of what actually was tes- 
tified to here yesterday. 

Mr. Penick. That’s correct. 

Mr. Ben-Veniste. I hope we are about finished here. 

Mr. Chairman, we will yield our time back. 

The Chairman. Mr. Giuffra. 

Mr. Giuffra. Let’s put up JRTS203. As Mr. Chertoff just men- 
tioned, the documents as they are produced to the Committee are 
produced by the Governor’s lawyers, presumably, in order the way 
they are found in the files. Document 203, which is the first one 
we are going to put up, is a handwritten note from Sam Bratton 
to the Governor. That’s followed by Bates number 204 and 205, 
which is the letter from Mr. Bowen to the Governor relating to this 
300-foot branching issue. That’s followed by this Penick note which 
bears Bates number 206, the one which, Mr. Penick, you think may 
have been written to the Bank Commissioner. But I would like to 
just draw your attention to this 

The Chairman. Let’s make sure he has it. Do you have it in front 
of you? No? 

Mr. Penick. No, sir. 

The Chairman. Let’s get someone down there, even though it is 
in the file, because it will take forever for him to look through and 
try to find this. 

Mr. Belman. What’s the date on the documents? 

Mr. Giuffra. Well, it is an undated note, but it bears the Bates 
number 203. 

The Chairman. At the top of it, it says, “State of Arkansas, Of- 
fice of the Governor, Route Slip, Remarks.” 

Mr. Belman. If you give us a date around that, these are sup- 
posedly in chronological order, if you will tell us about where it is 
in the file. 

Mr. Giuffra. This would have been sometime in July, presum- l( 
ably, 1988. We will put up the copy I have on the Elmo. Let’s make 
it a little smaller. This note was found in the production before Mr. 
Bowen’s note. 

Senator Sarbanes. I can’t read the Elmo. 

Mr. Giuffra. We will make a copy of it. 

The Chairman. You know what, I’ve reached a point where I am 
going to take a recess. We are going to get the three documents 
that we are going to look at. Everybody is going to have an oppor- 
tunity to have them in front of him, because we are going to do this 
thing the right way. We stand in recess for 5 minutes. 

[Recess.] . 

The Chairman. I have been advised everyone now has the docu- 
ments in question. We will now ask Mr. Giuffra to identify the first 
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one which is up on the Elmo, and see if we can’t move through this. 
Mr. Giuffra. 

Mr. Giuffra. The issue that we have been trying to grapple with 
is whether this note which bears the Bates number 206, to Bill 
from Mr. Penick, was sent to Governor Clinton. 

The Chairman. You have a different one up there now. 

Mr. Giuffra. In the production of documents, this note, Bratton 
to the Governor, bears the Bates number 203 and it is followed by 
the letter from Mr. Bowen of First Commercial Bank to the Gov- 
ernor about the 300-foot branching restriction, indicating the Gov- 
ernor’s willingness to eliminate the 300-foot branching restriction. 
Then the next document is the letter from you, Mr. Penick, to Bill, 
thanking Bill for his help on the 300-foot branching restriction; you 
will agree with that? Bates numbers 203, 204, 205 and 206; right? 

Mr. Penick. I have them, yes. 

Mr. Giuffra. You will agree your note bears Bates number 206; 
is that right? 

Mr. Penick. Yes, it does. 

Mr. Giuffra. Mr. Bowen’s letter to Governor Clinton bears the 
Bates number 204, 205; right? 

Mr. Penick. Yes, sir. 

Mr. Giuffra. The document I want you to take a look at is 203. 
We are trying to solve the mystery of who you might have written 
the letter to. This is. a note to Mr. Bratton. It bears the Bates num- 
ber 203. It appears to be attached to the Bowen letter, and also to 
your note. The note from Mr. Bratton, who is the person in the 
Governor’s office most responsible for the banking legislation, “Did 
you talk with Bowen after this letter?” Presumably this is the let- 
ter of July 7th, in which Mr. Bowen said he wanted the Governor 
to reconsider his position on the 300-foot restriction. “Do you want 
a written response?” Then it says, “Same Q on Ed Penick note.” 

Now presumably, the Governor’s Counsel would not be asking 
the Governor if he wanted to respond to a letter that was written 
to someone else; right? 

Mr. Penick. 203 is not dated. 

Mr. Giuffra. That’s correct, it is not dated; I would agree with 
that. But 203 falls in the production before the Penick letter which 
it refers to, and then your note which it also refers to; correct? 

Mr. PENICK. I don’t know anything about the production, no, sir. 

Mr. Giuffra. But you can see the numbers, can’t you, at the bot- 
tom right-hand of the documents? 

Mr. Penick. Yes, sir, but they don’t mean anything to me. 

Mr. Giuffra. But these numbers indicate how the documents 
were found in Governor Clinton’s files, and they indicate that your 
note was referred to, “Same Q on Ed Penick note. Do you want 
written response?” 

Mr. Penick. If you are asking me to swear to that, I will not. 

Mr. Giuffra. I’m not asking you to swear to it. I’m asking you, 
doesn’t it appear from this cover memo that it refers to your note? 

Mr. PENICK. Yes, sir. The one Ed Penick, that could be my father 
also, because he was Chairman of Worthen Bank at the time. 

Mr. Giuffra. Did your father write this note bearing Bates num- 
ber 206, which follows three documents in the production after the 
note from Sam Bratton? 
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Mr. Penick. 206 is my note. 

Mr. Giuffra. Clearly your note. We are almost done. 

Mr. Strange, just so we get this down, lines of responsibility at 
your bank for a loan of $50,000, which is what this Whitewater 
loan was, would normally be handled by the loan officer; right? 

Mr. Strange. That’s correct. 

Mr. Giuffra. You were the President of the bank, so wouldn’t it 
normally be handled by you; right? 

Mr. Strange. Not necessarily. 

Mr. Giuffra. Now, you had a number of communications with 
Mrs. Clinton about this loan; right? 

Mr. Strange. Yes. 

Mr. Giuffra. Am I correct that Mrs. Clinton was your primary 
contact among the borrowers with regard to this loan? 

Mr. Strange. She was my only contact. 

Mr. Giuffra. The first contact you had with Mrs. Clinton was in 
the fall of 1986; right? 

Mr. Strange. As I recall, that would be about right. 

Mr. Giuffra. Mrs. Clinton called you; right? 

Mr. Strange. Yes. 

Mr. Giuffra. You did not call Mrs. Clinton? 

Mr. Strange. No, I did not. 

Mr. Giuffra. Why was Mrs. Clinton calling you? 

Mr. Strange. From a question I had posed to Mr. Clinton at that 
time about the loan, that I needed to talk with somebody about it. 

Mr. Giuffra. Then Mrs. Clinton came to you later about some 
tax information she wanted; right? 

Mr. Strange. Right. 

Mr. Giuffra. In this period July 1988, when we are having a lot 
of activity — June, July 1988 — with regard to the branching legisla- 
tion, Mrs. Clinton was having communications with you; right? 

Mr. Strange. Yes. 

Mr. Giuffra. About the renewal of the loan? 

Mr. Strange. Yes. 

Mr. Giuffra. Let’s put it up on Elmo. We have CBF416. This 
is a letter from Mrs. Clinton to Jim McDougal which is cc’d to you, 
and it says, “Blind P.S.” It is dated June 9, 1988. 

Mr. Strange. Excuse me, what’s the date on that? 

Mr. Giuffra. June 9, 1988. 

Mr. Strange. OK, I have that. 

Mr. Giuffra. Do you recall Mrs. Clinton indicating to you that 
she was having a problem getting certain documentation from Mrs. 
McDougal; right? 

Mr. Strange. Yes. 

Mr. Giuffra. You told Mrs. Clinton you were concerned about 
this loan being called attention to during a bank examination; is 
that right? 

Mr. Strange. I don’t recall that I said that it would be called to 
in a bank examination. 

Mr. Giuffra. Why don’t we look at the last sentence of Mrs. 
Clinton’s note to Mr. McDougal. It says: “The note is up for exten- 
sion and the bank is clearly anxious to have this matter resolved 
properly in time for their examination.” Do you recall indicating to 
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Mrs. Clinton that your bank was clearly anxious to have this mat- 
ter resolved properly in time for the examination? 

Mr. Strange. I do not recall specifically that statement. 

;r Mr. Giuffra. Let’s turn to July 13th. This letter is from the 
same time this branching issue is arising. Do you have that letter 
in front of you? This is Mrs. Clinton’s letter to you. 
t Mr. Strange. Yes, I do. 

Mr. Giuffra. This is when she sent you the renewal notice; is 
that correct? 

Mr. Strange. Yes. 

Mr. Giuffra. On July 15th, we have CBF411, 2 days later, you 
1 sign off on the document waiver, indicating that you don’t need to 
have financial statements from Mr. McDougal; right? 

Mr. Strange. Correct. 

Mr. Giuffra. That is the same day the Governor signs the bill 
without the 300-foot branching restriction; correct? 

Mr. Strange. That is according to the records. I did not know 
that personally, but that seems to be correct. 

Mr. GIUFFRA. One last question and we will be done. I would like 
to move your attention to 1992, during the Presidential Campaign. 
Do you recall getting a letter from Mrs. Clinton asking you to com- 
municate with someone by the name of Loretta Lynch? 

Mr. Strange. I believe that I do, yes. 

Mr. Giuffra. What was Mrs. Clinton asking you to do with re- 
hat g ar d to Loretta Lynch? We have a letter actually dated March 4, 
^ 1992, which bears Bates number RIC 3638. 

Mr. Strange. She was asking me to release documentation that 
was in the bank’s possession to Loretta Lynch. 

Mr. Giuffra. Did you have a conversation with Mrs. Clinton at 
i lot that time? 

isla- Mr. Strange. I don’t recall that I did. 

Mr. Giuffra. Do you recall Mrs. Clinton indicating to you that 
Ms. Lynch was a secretary to either Mrs. Clinton or the Governor? 

Mr. Strange. I believe that Ms. Lynch, in a phone call; asking 
for some documentation, identified herself as having something to 
This do with the campaign, or assistant to one or the other of them, 
you, Mr. Giuffra. Did she indicate to you she was Mrs. Clinton’s Sec- 
retary? That’s your deposition testimony. 

Mr. Strange. That may have been. I am not exactly sure what 
her identification was. 

Mr. Giuffra. Did she indicate to you why she was looking for 
(hat , these documents? 

jj rSi Mr. Strange. I don’t believe she did. 

Mr. Giuffra. Since the 1992 campaign, have you had any com- 
munication with anyone from the White House or a representative 
, lt of the Clintons with regard to this loan? 

...jc Mr. Strange. Yes, I have. Mr. Clinton’s attorney. 

Mr. Giuffra. Mr. Kendall. 

Mr. Strange. Mr. Kendall called me just prior to the Time mag- 
e azine article being published, and he asked for a copy of the 1987 
financial statement. 

Mr. Giuffra. Mr. Penick, since the 1992 campaign up to the 
present, have you had any communication with anyone from the 
White House or any representative of Governor Clinton with regard 
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to your activities in 1987 or 1988, in connection with either the 
branching legislation or the loan? 

Mr. Penick. Not that I can recall, no, sir. 

Mr. GlUFFRA. Same question to you, Ms. Eldridge. 

Ms. Eldridge. No, sir. 

Mr. GlUFFRA. Thank you. No further questions. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I didn’t quite follow it, Mr. Penick, but you 
were asked some question about being the landlord or the owner 
of the building in which the branch was located; is that correct? 

Mr. Penick. That’s correct, yes, sir. 

Senator Sarbanes. I guess the implication was that you had a 
big vested interest in this, a personal vested interest in this mat- 
ter. I think you said, you were a minority owner; is that right? 

Mr. Penick. That’s correct. 

Senator Sarbanes. How much of a minority owner were you? 

Mr. Penick. Senator, it is way down, it is less than — less than 
half a percent, I know. And there are 50-something partners in the 
building. My disclosure was made in my interest, and also two 
other officers in the bank had an interest in that building also. 

Disclosure was made to our full Board of Directors, and to Bill 
Houston, who was Regional Director of the FDIC in Memphis at 
the time when the branch was approved. 

Senator Sarbanes. So it was disclosed to the FDIC and to your 
own bank? 

Mr. Penick. That’s correct. 

Senator Sarbanes. And the extent of your interest, in any event, 
was about half of 1 percent; is that correct? 

Mr. PENICK. Yes, sir, way down. It is the passive interest. 

Senator Sarbanes. That’s all I have. Thank you, Mr. Chairman. 

The Chairman. No further questions. We thank the panel. 

We stand in recess until Tuesday. 

[Whereupon, at 4:25 p.m., the hearing was adjourned, to recon- 
vene at 10:00 a.m., on Tuesday, May 14, 1996.] 

[Appendix supplied for the record follows:] 
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PI Thai’s where 1 was bom and raised. 

I3| As a result of that. If there were everts 
Mi dial would happen in the Foulh C o n gr csaoosi 
|5| District that would be in honor of or something that 
|6| Beryl Anthony would grre for bis friends, I would be 
(71 invited because of my membership on the Highway 

18) Commission. 

19] And 1 met Vince Foster at one of those 
|10| events but 1 can’t tell you whether it was in Hot 
111) Springs or it was in lithe Rock or where that 
1121 happened. It could hare been El Dorado but 
probably 

113] Hot Springs or Little Rock. 

1 141 Q In the period before you came to 

115] Washington, did you have much contact with 
|16) Mr. Foster? 

117] A No, 1 did not 

1 1 8| Q Did the Rose Law Fam do any work for the 

119) Lassiter businesses either at the holding company 
(20| level or the subsidiary level? 

PU A They might hare done a little work on a 

p2| consulting kind of basis at one time for 

Page 31 

III Mr. Lassiter. There was a particular lawyer that 
PI Mr. Lassiter liked in the firm whose name was Kenny 
PI Sheman, and ham time to time Dan would call Kenny 
Ml and ask Mam for personal advice. Did they handle 
any 

|5] of our lawsuits, no. 

|6| Q When you say ‘consulting, ‘ you meson legal 

(71 advice consulting? 

]8| A Yes. 

|9] Q Anybody besides the lawyer that you 

|I0| mentioned that provided legal advux to 
1 1 1 1 Mr. Lasstier’s bustness? 

)I2| A Not to my knowledge. 

|I3) Q Did you ever have arty occasion in any other 

| M] capacity to work with the Rax Law Firm? 

I IS] A I don’t recall ever having die Rose Law 

1 16] Firm on my fide. 

1 17] Q Were you ever agaxnsx them in a case in 
|IS| litigation? 

1 19] A I can re manhc- being in their law firm when 

poi they were on one side and we were on an opposite 
CM ode, yes. 

g) Q When you say * we * - 

Page 32 

|i| A It was the Lassiter Company. 

PI Q Do you r e mai x r what insstmae that was? 

PI A It was an Emerald Ue case and It was a 
M) bankruptcy case that we were pe rip herally involved 
|5) in. And there were other lawyers there, brt the Rose 
|6] Firm had somebody there for somebody. And there 
were 

(7) a number of parties to it, brt 1 remember essentially 
ID we weren’t on the am ode as the Rote Fam. 

|9| Q When was this case? 

MO] A *84, *85. 

Ill] Q So this was around - this was before you 


1 12 ] took out that loan that you testified about 
1131 previously from Madison Guanmty? 

|M| A I would say it was before, yes. 

1151 Q And l take it that dtis representation by 
1161 the Rose Law Fam had nothing to do with fast loan 
117) from Madison Guaranty? 

111) A Had nothing to do with that. 

I I9j Q Now, wfen you came to the White House in 

pD) Marthcf 1993, did you have occasion to work with 

PH Mr. Foster? 

P2] A We worked together on occasion as it 

Page 33 

HI related to die White House travel office. 

PI Q And what in paraadar was the work that 
P) you did in correction with dial? 

HI A In connection with that, the While House 
151 staff in the office of management and administration 
(6] had been r ev i e wing every office roder its pea-view to 
(71 make are its operations wore what we wanted them 
to 

PI be and to make sire they operated in a manner that 
we 

(91 thought was effective for the Clinton 
|10] Administration. 

|U) And one of the offices we had not done was 

1 12) die White House travel office and we were working to 
|I3) evaluate the White House travel office and its 

1 14] function and its ability to function. When we got to 

115) that particular office, it was so different than 
1161 every other office that we had looked at because 
we’d 

1 17) already looked at the office of ad min is trati on and 
111] we’d looked at various offices within the White 
1 1 9] House, brt the White House travel office was the 
only 

po| one that handed cash every day. None of the other 
PU offices handled cash on a daBy basis because of the 

p2| nature of their work. 

Page 34 

HI We dkki’t bare on staff at the White Hotse 
PI trrrwrtirts , numbers guys, bean counters, auditor 
PI types. And as a renit of that, we opted to hire 
M) so meone from the outside to come in to help with 
that 

15) particular part of the review of the travel office. 

1 6) We feh we had the talent and capahiity in-house to 

17) look at the maiiagmsmt ode and how the office was 
PI being managed, brt ire dktft bare in-house talent to 
|9) re view the numbers and to do an audit of the dollars 

110] and certs that were there. 

111] We talked among David Watkins and Vince and 

1 12] myself, and we agreed that k would he a better Idea 
1 131 to get someone from the ortsade than someone from 
the 

|I4] inside who might not be as cretSbie, who might hare 

115] done the work fine brt migt* not be as exeefibie 

1 16] because they <fidn*t bare CPA behind their name, so 
we 

1 17] wortd hire an outside firm. 
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HU Thai tfacusston, I believe, took place 

|I9| among the three of us. And then we hired a 
pOI particular firm who had wne experience in 
CD government, and because they had that experience 
with 

Cl govemnent and RJGO, we determined that would be 


Page 35 

III good firm for us to do. 

Cl Q Government and ? 

PI A Reinventing government. 

|4| MR. BEN-VENISTE: RICO means something else 

|3| that oinanal lawyers know. 

K>) THE WITNESS: This is reinventing 

(71 govenunenL Then the auditors came in and I look 
III them to their work space every day rod they would 
f9| report back to me as to their progress and then I 
|I0| would report to Vmoe if be were around. If Vince 
|l II weren't arcxaxL I would report to BiU Kennedy 
1 12| information that they were turning up along the way. 

1 13] BY MR. CHERTOFF: 

I Ml Q As a consequence of the kformadon they 

| I5J turned up, did there come a point in ame vfoer you or 
1 161 Mr. Foster or Mr. Kennedy wound up in contact wah 
1 171 the FBI? 

Ill) A Someone was in contact with the FBI. yes. 

H91 Q How did that happen? 

po| A Well, they had turned up, fairly early in 
CH the investigation, that there was a lot of missing 
C2) dollars, s omewhere between 15- and $18,000 missing 
Page 36 

III and unaccounted for in the peHy cash. As a result 
Cl of that, that’s a large sun of money particularly 
PI when the White House s acting m a fiduciary 
Ml responsibility for the White House press corps, for 
|5| that money to be missipg. 

KH And at that point we knew Hut we had to 
|7| do - we had to alert some authority about this 
Hi missing money, that we couldn’t just put our head 
(9| under otr shoulder and wish it worid go away, 
lioi Someone had to be alerted. So we talked about it 
and 

I ■ 1 1 I was not in aD those meetings, but I know 
H2| ahse^jent to that, the FBI was called because in 
1 13) Lithe Rock, we worid have caDed the prosecrior’s 
N4| office and aid look, guys, we’ve got a problem. 

1)5) Teh us what we need to do. 

|i6j in Washngton It’s a fithe harder to know 
|I7) this and this is the White Home and became we had 
|ii| had ongoing re lat ionsh ips with the FBI on a 
||9| day-to-day process with the vetting process al the 
D0| White House, I think that’s why - Tm tut that’s 
Pi why BID Remedy talked to the FBI, to talk to than 

Cl about iL 

Page 37 

Ml Qh was Mr. Kennedy's decision to call the 
Cl FBI? 

PI A I don’t know If it was singriarly 
HI Mr. Kennedy’s decision. 


|5| Q Were you part cf the group that may dealing 

16 ) nidi this issue? 

pi A I was part of the group that was dealing 
PI with how much money was missing. 1 was not part 
of 

PI the group that was making the decision about who to 
lioi catt. 

|ll| Q At this point in dme, was there a 
1121 substitute for the company or agency that was 
|131 handling the money in the travel effioe? Was there a 
| M| change in the identity of the people who would be 
|I51 handling the travel out efthe White House? 

116 ] A Not at that poinL 

1171 Q Did there come a point where there was a 

115) change? 

119) A Yes, there was. 

poi Q When was due? 

CM A It was the next week after the members of 
Cl the travel office had been terminated. We had a firm 
Page 38 

|i| that volunteered to come in and help us get through 
Cl sane period of tine tmtil we corid let a contract to 
PI either do it tfcragh contract and have the work done 
Ml by contractor, or we corid make a determination on 
[Sj who we want to run that office on an ongoing boas. 
|6] Q What was that firm? 

Pi A S&ps my mind. Worldwide Travel. 

|8| Q Where was the firm located? 

|9| A Little Rock. 

1 10| Q Who were the principals efthe firm, people 

|M| who ran the firm? 

|C| A I can’t teO you thaL I don’t know. 

1131 Q Do you know any cf them? 

|U| A No, I don’t 

1151 Q Was that anybody in particular who 

1 16 ] volunteered the firm to handle the travel? 

Id A I don’t know the answer to thaL 

list Q Was thtre twiybody who’s related to the 
1 19) President who was krvolved with the firm? 

(2D I A Not to my knowledge. 

Ct| Q Was there cnybody who 's fnmdfy with the 

Cl President hAo was part cf that firm? 

Page 39 

HI A Wdl, the fra had worked in the ca mpai gn 
C) and provided travel services through the campaign, 

ao 

PI Pm sue that all the people who were an the 
campaign 

Ml knew the travel agency, knew the travel agerts and 
15) the people. 

KH I ckckYt work in the ca mp ai gn so I don’t 
PI rtoDy know those travel agency people. Pm sure 
1>I r»e heard their names in the pasL 1 just don’t 
PI recall than. 

|t0| Q You don V remember the none efthe travel 

MU agency people? 

II2| A No, 1 don’t re no n ba . 

|I3| Q When you toy they voLwaeered, they 
I M| cbwcusty wthneeved with the noocn they'd be paid? 


Page 34 to Page 39 
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MEMORANDUM FOR 

FROM: DAVID WATKINS 


SUBJECT: Response to Internal White Rouse Tra vel Office Management Review 

In an effort to nwpn n d to the Internal Travel Office Review, I have prepared this 
memorandum, which derail t toy r e^p nn re to the various conchisioxis of that Report. This is a 
soul cleansing, ca reful ly deoiling the sunuunding fJrrj»mronre< and the prrs sines that 
demanded that be tairen immediately. It is my first a tt em p t to be sure the rn rr nrl is 
straight, something I have not done in previous con v ersation s with investigators — where I 
have been as prote cti v e and vague as possible. I know you will carefu lly consider the issues 
and concerns rtpirtv ri herein. 


As a preliminary matter, the procedure followed in finalising the r ep ort was needlessly 
unfair. Even in the c o ntest of General A ccoun t in g Office audits and reviews, the reviewed 
agency is afforded the oppo r t unit y to respond to the report and criticisms prior to release and 
publi canon. This is an i mp o r t an t step which allows inaccuracies or erroneous conclusions to 
be addressed and corrected prior to publication, «iH more importantly, allows the criticized 
party to respond to the contents of the r epo r t. Unfortunately, in this case, neither 1 nor 
others direaly involved were afforded any o pp o r t un i t y to rebut the conte nts and conclusions 
of the internal Review. 


In this case, I was notified of the forthcoming reprimand around 10 a.m. on July 2. But I 
received a copy of the report shortly after noon the same day, and at get exact time from 
that briefing the report was publicly released. I was never afforded the opportunity to 
respond, and until this m em orandum, I have never responded to the r ep or t or its contents. 

With the recent release of GAO audits and the resultant press c overa ge and criticism of my 
office, semng the rec o rd straight on the Travel Office occurrences is i m po r t a nt. 


BACKGROUND 

As you recall, an issue developed between the Secret ServittaitdJhe-Fxrst Fa 
February and March requiring resolution and arrirw cwylniFs and my parts."* 

Family was anxious to have that situation immediately resolved, and the First Lady in 
particular was. extremely upset with the delayed anion in that case. 


Fam^c-br" 
sr^the First 


Likewise, in this case, the First Lady took interest in having the Travel Office situation 
resolved quickly, following Harry Thomason’s bringing it to her attention.- Thomason 
briefed the First Lady on his suspicion that the Travel Office was i m properly funnelling 
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business to 2 sin gle char ter company, and told her that the functions of that office could be 
easily replaced and m Unrated. 

Once this made it onto the First Lady's agenda, Vince Foster became involved, and he and 
Harry Thomason regularly informed me of her * fT *" nt irm to the Travel Office s itu a t i on — as 
well as her intigmeg that the ^ngrinn be resolved immediately by r eplacin g the Travel 
Office staff. 

Foster regularly informed me that the First Lady was c on ce rn ed and desired action — the 
acdon desired was the firing of the Travel Office safL On Friday, while I was in Memphis, 
Foster told me that it was impnmn r that I speak dir ect ly with the First Lady that day. I 
called her that evening «d she c o nv ey ed to me in clear t e rms that her desir e for swift and 
dear to resolve hv» sttstio tL m^finn nwrf that Thomason had explained how the 
Travel Office could be nm after removi ng the uirreni staff — that plan mrinrirri bringing in 
World Wide Travel and Pen n y to handle the basic navel functions, the actual actions 

talrcn post Hirmiraj Tui jjj light of that she tfa » » g hf i m nw rfta tw ft i WU in Order. 

On Monday morning, you came to my office and met with myj c if and Patsy Thomasson. At 
that meeang you explained that this was on the Fust Lady's ‘radar sc ree n ." The message 
you conveyed to me was dear imm^rfrat^ action must be taken. 1 explained to you that I 
had decided to terminate the Travel Office employees, and you relief that we were 

finally going to taw arnnn (to resolve the in conformity with the First Lady's 

wishes). We both knew that there would be hell to pay if, after our failure in the Secret 
Service si nation earlier, we failed to take swift and decisive action in co nformi t y with the 
First Lady's wishes. You then approved the to tenninam the Travel Office gaff, 

and I indicated I would you a T Tl>>rn n r i rt ^ lfm outlining the ri^**?**™ and plan, which I 
did. 

I have never stated all this so dearly before, but to form a complete and accurate picture it 
mug all be kept in mjnd while reading the specific enddsms of the Podesa Management 
Review. I will now address those criticisms directly. 


RESPONSE TO SECTION TT - DISCUSSION OF PRINCIPAL ISSUES* OF TRAVEL 
OFFICE REVIEW 

"Travd Office Management" (Page 14): 

"The review conducted by KPMG Peat Marwick un c ove r ed serious 
financial mismanagement." At — . 

At the strong reco mmend a tion of myself and others in my office, KPMG Peat Marwick was 
brought in - i n g rad of having the FBI take over immediately — to review the financial 
practices of the Travd O ffi ce. I concurred in Peat Marwick’s analysis and conclusions: 
Management of the Travd Office was abysmal. 

IfllBIIIII 
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"Treatment of the Travel Office Employees' (Page 15): 

"While all White House Office employees serve ax the pleasure of the 
P r yeiriwit the abrupt ™nngr of of the Travel Office 

wnp lnycgt ant nnnimar y and intp-rmriv c.* At 


In the con v ersation with the Travel Office staff notifying them of their te rm i n a l] on, I 
explained that a review of the Travel Office operations had always been planned to conform 
to the general review p m t ’ jm across the White House administrative offices and 

the Office of Admmisnaii oa. I further explained my drritinn to term i nag . them; I explained 
that from a maru£ f j Twnt perspective, in thrt r»y it was best to relieve them all immediately 
from their jobs and provide th m an two weeks in pay. I informed them of this 

and atin»H th«n to leave immediately. The ffmg was firm, with emphasis on the 
mismanagement re c oimtrri in the Peat Marwick r epo r t. I riptarned that in light of that 
mismana gemen t, it was best to the entire nfRem. 


The allegation in the r ep ort that this was ™ gg n *i tr v g is wrong. These employees work at the 
pleasure of the President and ail in the White Hn w t r offi» should undersold thny there is 
extremely low tolerance far the severely negligent and unaccountable proc e d ures followed in 
that office. In light of the First Lady's far immedxaie «iH your 

concurrence, the abrupt manner of from my perspective, was the only option. 



"Moraowor, the P mt Mmnd report did mat fanirt waffirimt anas for tenamsang 
the employees withom fiaacil alhwiiy . to s lags! msaer, the White Home has the 
right to termnaie sa MTyln ye e w it h out one. la this cam, however, the White Hotae 
aaenad that the of all aeveo «m for earn. Baaed oc the tufonzaaon 

available, tha — rmrn wag ixtapprophase with r aapact to the employees who did not 
exercise finsnriil authority. . . . Ahaaot anae, a boor hunnnr approach w*s m 
order. For if it «an decided tfaet the Travel Office would operate 

won effiemtly with a reorg an ised. mailer staff, an effo rt could have bm made to 
locate ocher federal employment far those who would be displace * At 12. 


As early as February, the intent of Management and Administration was to review and 
reorganize the Travel Office before October 1 into a leaner op era ti on — just as with every 
other office within the domain of Management and Administration, from the Photo Office to 
the Telephone Office to the Travel Office. That r p ma fm-H the plan until the intense pressures 
surrounding this incident arose m May. If gi ven time to develop, the original plan to 
reorganize the Travel Office for a smooth transition in Se p tem b er would have allowed the 
Travel Office employees to seek other federal phrrmrnt, along with other Executive Office 
of the President staff, in anticipation of the end of the fiscal year staff arts; however, when 
pressure began to build for immediate action in the Travel Office, the long-term plans were 
shon-circmted. 


"The ocher major White Houas mistake m the treatment of the f arme r Tiwvd Office 
employee* wee m tarnishing their reputstiaoe. This r— lltal. ss ■»-«■—»< shave, 
from the inappropriate disclosure of m FBI investigariup into wrongdoing in 

the Travel Office, (p. 15) . . . It waa a impairs for the White House to publicly 
dta rua a FBI involvement, which led to the dtadoaurv of the FBI ioveeugatiau. . . . 
The talking points prep a red by Watkins’ office for the proa* office stated that the 
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White House had uk ad the FBI to mw mt fiir . EDsr had aiao o— innnal the FBI m 
B Mlijtf «*— * of 1 a meJdnf that itfwn e t, Walkms aad Eller wen 

i— Mirrrt to the affect each ici e n oc c ca haw an the iqwii an of a maurni 

eiimiaeae the FBI tdaw wee *ot earned oat. We i Wee did e nrinp c to reach Myerx, 
md E&er faiMalf ooaaed the FBI l e f e wr e in hie omw be ckf iw d praee bnefmyt the 
monxx&f of May 19. Howwr. neither lewnl that Mywi avoided the reference. • 

At 11. 


Revealing the ongoing FBI m v « ri prion was insensitive, but that fact comprised one sentence 
in a draft version of t^nrfny point ? drafted by one of xny staff and di st ribut e d far comment on 
the morning of May 19 — the day of the termination. The talking poin t s were distributed to 
Foster, Kennedy, Myers, *nd HDer with the expectation that we would have u nt i l the 2 
o'clock p ress briefing to get the i n Hoed oat af the Qiicrng paints As soon as the 

suggestion to the nrfe ren ce to the FBI, it was done. I immediately went to see 
Myers to inform her of the change sensitivity to the ongoing invrtrigarinn, but she had 
gone to the Hill with the President. I struck that s entence from EQer 4 * copy and asked him 
to inform Myers. As soon as Myers i wmnwi from the HIE, prior to noon — more than an 
hour before the press — I p i yy»» d *d to her and mid her not to mgnri on the 

FBI invesrigarion. She informed me that it was too Use. She had already responded by 
phone to a r ep or t er s inq uir y by phone. 

Thus, this was a mad* on my part I was not i ntuiti v e enough to *ain» the 

talking points drafted by one of my staff and realize that the FBI investigation should not be 
mentioned - despite the strong su p p or t this provided for White House actions. 


• Cather in e Canalise alao played a role m the rijna i—1 of the Trawl Office 
e^iloyeet. aad cbe too had a panooal attka m the coaooeae. A* the three memos che 
wro te oa the Tnwi Office eaeau che wee «fer to work in aad. if paeribie. mmfe 
the Office. Her propoeel to re utgcaiia the tr a wl office wea ap p ropria te aad would be 
enrader e d uael to eny tmeoao pm n e w Bat her role ns the d e niio o-gadapt 
pmr« after aha henamr, in effect. aa 'aecoaar’ of the Trawl Office employees, by 
cwlWtiwy Hnmm-w mmA miUji-g ji niTiin wrongdoing, inepp re pni e ... 
fEJwsy effort afaoald be made to raenlete the federal f pwn u aecft meoafemeot 
d e riaraw from ewo the appenaace thetperacoal inia roet a haw played a role m the 
outcome of thoee deemaos. * At 20. 


Catherine Cornelius bad no pan in the dismissals. I put no in most of what Cor nrl i u ? 
told me except to the d egree it was Her arguments for dismissal and nwr^ a nm r inn 

had absolutely no bearing on the final decision to terminate the employees. If her i n p m bed 
been resp e cted, the need far Peat Marwick would have been negligible, but in light of her 
self-interest and her tendency to exaggerate, I rt*fid*d to rely exclusively on a professional 
accounting firm. Catherine C o r ne ll”?, d*«pir* tfry Review's ffl fyn ri ffn to the contrary, barf 
absolutely no role in the decision-making p nn rwt and was in no danger of being placed in 
charge of the Travel Office. My intent all along was to put a named financial manager over 
all the White House administrative op era tions, including the Travel Office. 
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When I assigned Cuhexme to the Travel Office, I did ask her to provide a repon to me on 
May 15 based on her previous experience and arnal ex p e rien ce in the Travel Office, She 
was placed in the Travel Office because of her prior rxprritii cg in that area and a need to 
move her our of my immediate office — where she had become a li a bility to daily operanons. 
Having had extensive e i p e n men with rathering, I knew thai her report would contain 
unworkable rpmmmmdaflnnt, but as J have in the past, I rrprrird to distill those wuh which 
I from thmg j f h flight heipfa l. UflfcnnnaiEly, to her desire to revamp the 

Travel Office m her own rithwme may have ignored my intent to carefully review 

apH v rimriTTi* any f w n m rrH n r ta rirmt made. 

After f^arhiTin^ Vwmmn an "accuser" of the Travel nffw rraff Hit Trrpitt was merely an a 
farrrral level. I int e r v ie w e d her tO derive the fatmal Haria of Her allegations anri for fa rrc 
about the p e rfru -n i eH by the Travel Office staff, but never asked for other, non- haemal 
input other than the May 15 r epo rt I was rrprrTing All view* she expr e ssed were evaluated 
in light of her known bias. To put it simply, ?He Had do ierpart on the Herb *ion-ma long 
process other than by providing facnal information. 


"TV* Whitt Honaa ux±. mnl imr— ■ iimil *a g M cmarnt y to the 
■ppeenaee of freonum. THinnf Wodd Wide Txavei on e no-bid buu - «rn u 
— ovttnd the appmmmmam a£ fevontuzB to»vd a local 
Wodd Wida’a praaidfla. Beat Carney, is a lonf-taae 
aoqnamiaaoa of Walfcsaa. Wadana' LhZle Rock ail»arniiiif iftncy wu a client of 
World Wide in the 1970a and Wodd Wide was a diem of ’Weriana’ lytsxrr dnrsst 
Cat Urns penod. * At 20. 


Part of the plan far immediate replacement of the Travel Office staff was use of World Wide 
Travel Service to book commercial flight* far the Office. This a«pe<t of the plan was 
discussed with all interested parties, and all concurred with knowledge that World Wide had 
been the campaign's travel agent. This made the mf*rt twy r) lw * to the fa*** that we c o uld 
not have publicly solidirri bids in light of confidentiality concerns and when we had ongoing 
business needs that had to be taken care of immediately following the terminations. 

As for the my longtime acquaintance with R'tn c^niey and World Wide Travel, I must 
point to my experience in the business world. There, reliance on a firm from whom one has 
received exceptional service is the rule. 


As well, since the time I was a client of World Wide's and since World Wide was a client of 
my advertising agency in the 1970s, I have per sona lly and prof e ssi onally used at least half a 
dozen other travel services. So, any suggestion that trailing them in ihi* ra*e derived from 
^hat history is absurd, and the media suggestions of i m p r oper favoritism were likewise 
^absurd. 

We had recent experience with World Wide, and ha*gd on that ex p eri ence I knew we could 
rely on them for confidennaliry in handling and pre p a ring to Hmrile the Travel Office 
business, until the business could be subject to full *nri o p e n competition. 
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"Now of tha "-^1*** any i mprop er mndurt by World Wide, wtm± u c well. 

]i«W mtacmtftd travel agency, rweory -third large* m the country. World Wide 
n r. *— that they could — cure White Houae bcuxneae only through an 

opmu proce e d Bat the ini|irrinn of favoring a local supporter 

was impoadble to dis pr l ,* 

At this point in the «t pro» of events, with the current plan approved by the First Lady and 
the yourself inritiHmg res o rt to World Wide Travel, it would have unnecessarily heightened 
confusion to r ecr uit an unlmown mvtl vtv i re Again, a primary source of the problem wu 
the ab ru ptness rai|W * by the eafl« for immediate in the Travel Office and the at least 
daily inquiries. If my to slowly shift as the year came to* a dos e had remained 
intact, a travel ag e*** would have b *y" piwun*d in a more transparent fashion. However, 
since at the time of hiring World Wide it was known that they had a GSA contract, hiring 
World Wide was not as questionable or ’non-compeatxve’ as the Report or the press would 
have one believe. 


"Bringing m hay Pinridant of Air Advantage, to handle prom damn an * 

t *~~i ~lim— r fifit furt hered the app—tm m th* the Whin Houra wu trying to 
Mp itt frmwh wee the Hiiiia fiiae capn|a > i ch art er broker and a doae 

amodmm ^Tw-n H.wi Thia saqaiiaano improper coadaei on Sample's part, 
bm, again, owad m app e ara nc e of hwri am .' At 20. 

Like World Wide Travel, P e nny Sample was part of the short-term plan far running the 
Travel Office after the twmitatifWK $inm she was willing to v o lunteer her services without 
her or her co mpany receiving any compensanon — because we realized, like they did, that 
they would be mnflirtM out of virtually all White business — we believed the 

conflicts and a p pg a ram^ of favoritism had been sufficiently addressed. Again, we did 
not believe it to be favoritism to have a farmer service provider for the campaign volunteer 
to assist the White House. 

‘White House Management’ (Page 21): 

"The While House made t of management in the Travel 

Office.* 

‘Lax Procedures’ 

"The responsibility for Thomason's mfl u mnr on the Travel Office mrid—it mast be 
aoribmed to White Home management. Tbomaaoc should here avoided contztmed 
tsvotvement in a taatzer m which his buamaaa p ar tner and hia friends in the c ha r te r 
bannees nood to benafit mad is which then wea aa app e arance of financia l conflict of 
leawwa. Bat lax prooaduroa allowed hia c ranina e ri pa nirip al inn m the pmceaa. ... 
Than ahould he heeler management control with re spect to the mmn that any noo- 
White Houee ataiT peraon is brought in to cany oat. PanuCm y Thomaaao — ar any 
non-aufF peraon who oomea m on ferial ■■urimanl — to work on problems n o ra i rir 
the acope of hiaor ber aangsnemt ia not a good practice.* At 21. 

Management and Administration had no part in bringing Thomason into the White House. In 
fact, the responsible office failed or intentionally neglected to in form Management and 
Administration of the nature of his work, rvmtor* with th« Office on the subject ranriwvi 
only of the Fust Lady’s Office calling to insist on immediate access for Thomason. 
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•placing Cornelius in Travel Office.' 

'Given Conadiu*' uuovk m runnmx tbe Tnvei Office. Waiiana not 

/ have placed her m Uk Office to sake lnnrnmrnri a nnn i on how the Office «*v™n be 
amassed.* 


As stated above, rathwin^ was placed in the Travel Office because of her experience in 
navel and to allow her to make a meaningful and significant contribution to this 
A dmini tiuii ftn The original a « i g nrr wi r was made to see if she would work there 
perma nently — if she liked that work and if it likewise suited her. The report. I asked her to 
draft and provide on May 15 was in no way the driving force for her assignment to the 
office, it was simply a way to help H arm ing her long-term suitability. She was placed in 
that office h *ra n t<» of her extensive *Tfri«»wn» since October 1991 in coordinating navel for 
then -can didale B31 Clinton. She was not placed in the Travel Office primarily to make 
recommendations on its future structure. 


tfa» «xpwwoe or prqwnginB for thk rok. Nor «■ che pvui azry fuukace.* At 21. 

Catherine was not asked to investigate or document wrongdoing by the Travel Office staff. I 
understood that she lackrrt gr p^ i '■«-»/-»» to perfor m such a task. Cafhrrine was merely 
to observe what t ranspir e d in the Travel Office — nothing further was requested or expected. 
Special training is not needed to keep one's eyes and ears open, to o bse rve. 1 never 
her to collect documents or other infn rrr v mrm* she undertook this of her own volition. 

If. in April. Wtdrim thought tho aUafcbana rrpnrfri by Thom ■■ n o rivmlri be looked 
•1 move nnously, be kvwilri bar* dona ao m a man prof— i null manna.’ At 21. 

The suggestion that this could be more professionally handled is absurd. I noted the 
allegations, but thought they could wait for review — and knew they would be — 

during the course of the planned internal review of the Travel Office. For that reason, no 
action was tairm other than to to Parhprjn^ to "keep her eyes and ears op en -* 


“Poor Planning." 

~Tharc was no adaquaie plan in place to menage the Tnvei Office in the. aftermath of 
tha dim— k.' At 21 

Harry Thomason inHieawt that he could put a more gffirignt structure in place in an hour's 
time to h a ndle all the tasks of the Travel Office. While I believed that my original plan to 
carefully review the Travel Office would best serve the White House, when I spoke with the 
First Lady on Friday night. May 14, she cited Thomason’s plan as supp o r t for the need for 
immediate a c tio n . That action involved utilizing World Wide Travel and Penny Sample in 
the short them. As well, in my memo to you on May 17 explaining my intent to terminate 
the Travel Office employees the next day, the intention to use World Wide Travel was 
outlined. You approved this action based on this memo prior to the actual terminations. 
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Tor no odc m the riracncmaioax data tpokt to the White Roux pres 

sad praa advises suif "»■">»« ■ who worked doeeJy with the Travel Office 
i sif i In jm kaow tbs exnpioyeei there, onrigmon d the aameas they provided sad the 
d eg re e to which they were relied upon by ujr inhere of the mr rllm g press sad other 
nsredfnrinre None w« eorttarmd by Wat Irma. * At 22. 

In light of the need for »h<rrint» rrwifidwmalif y, it would have been fool h a r dy to consult the 
press or pr e ss advance Fran the staff review and Catherine Cornelius' cipciigncc 

(this is the pri ma r y xrea where her expertise was relied upon), we in fact did blow 

the services that the Travel Office staff performed, Cafhrrinc Cnm d iu s and Hairy 
Thomason regularly and r e pe ated ly reassured me that the press ri after function could easily 
be assumed with the assistance of Fenny ^*"*pi^- Thus, plans to replace these aspects of the 
Travel Office functions were in pfo*** prior to the dismissals Then, when the need for 
immediate replacement h**-*"** evident, I enmmineri to provide whatever manpower was 
needed to per f orm the services the Travel Office staff had perform ed. 

Immediately following the dremiwai* cursings were held with the press and press advance 
Staff to make all w^ ^« «y a nr an grr n ^ir t far upcoming *n ' p < These farm* after 

the fact, but were with a from my office far all necessary 

resources to p erfor m the job. 

The »>——■■■ of e plan pun n pfri tbs 1— mi mire mm of World Wide Travel aod Penny 
of Air Adraraagc, w hi c h foaled toa rturgwe of Ir ro hai m already riiamanrl " 

At 22. 


As explained above, the plan was to use World Wide Travel and Pe nny Sample; there was 
no absence of a plan TW at i <^ of the p* 1 ^ for conffdenoaiiry the p**^ for quick action, 
reliance on those with whom we bad ^yjvr i itw w i n wi the only rational decision. Having 
performed s u p er bly in the c a m pa ign anH in light of our nrrd for immediate travel agent 
support - due to the pressure for immediate action from several quarters — we decided the 
plan would include short-term reliance on World Wide Travel. 

I would have much prefer re d to have my staff carefully review the Travel Office and make a 
derailed business plan for the new figgai year. This pro ved i m p n«i hift t rhmi^h when the 
pressure for action from the First Lxdy and you became This demand for 

immediate action forced me to accept hastily formulated plans for hasty, inadvisable action. 


Tbs mgeramt p rob l em m the hentflmg of tbs Travel Office extended b ey ood the 
While Hooee Office of Menegemcnt end Admin i meh on. The Chief of Stiff cod the 
While Hooee CoaneeTi Office bed the opponsnxxy to mmein the momentum of the 
raridem , bat did not take edeqwue edveraege of tfaie opport uni ty.* At 22. 


HinilNIDI 

CSE 012233 


"Overview. 


UK AM 


~Tbe preens have baeo KandUri a * oaorv cnvfaL dd ih erac tutuan . Before 

toy waa tl* Travel Office rmp i o ya— riw y ki have been uuennewod 

«ad ote White Hoirae au£T who nnrt e mnnd the ofwmnoot of the Travel Office 
rikauld have bean awaited. If riim i—i a were if i fi e ri afy rep ne te. a new crocrare 
should have bam dasgoad end readied far snpkoeBtacicn before any acooo was 
taken. Throofhoat, tom proc— s riawld have treued the Traval Office eatployeaa with 
— aunrrry and decency.” At 22. 

As above, I too would have much preferred to have my staff carefully review the 
Travel Office and formulate a HTnilrri busmen plan for the new fiscal year. This proved 
impossible, though, when pressure far action brramc irresistible. If forced me to a ccep t 
hastily formulated plans for hasty, inadvisable a ctio n . 

CONCLUSION 

I think all this makg* rinr ther thj» Travel Office inHArtr was dr ive n by pressures for action 
originating outside my Office. If I thmight I cmiA have resisted th ere pressures, undertaken 
more considered erring xmj r rma ineH jn the White I certainly would have done so. 

But after the Secret Service inrident it was made dear that I must more forcefully and 
immediately follow the direction of the First Family. I was convinced that failure to take 
immediate action in this case would have been direaiy connar y to the wishes of the First 
Lady, something that would not have been tnlriaira d in light of the Secret Service incident 
earlier in the year. 

For this reason, I was forced to undertake the Travel Office i eo rgani7anon without a 
business plan firmly in hand - something I had never before done in years as a management 
consultant, where such plans were my business. 

All failings outlined in the Podesa Management Review were gather mistaken and groundless 
endasm, or were based on acnons dictated by the need for instant action. This 
reorganization required more careful review, but in this that possibility was foreclosed. 
Delaying action was beyond my con trol. 


nniiiiiBir 

CGE 012294 
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■UUUIMI 

CGEPR 0563 



CHRONOLOGY O T TRAVEL OFTICS FIRINGS (as of S.23.93) 




^nriy yuhnur* — Qee Dee Mye rs talks to Harry Thomason and 
Dar nell Ma rtens about press ch arter business. Ma rtens con tacts 
Bi lly Dale in the W hite Hou se travel office and Is told thara is 
TRM will get White House business. Martens writes 
out conversation to his file. 


Utfj* - /*>- 


/a k 


(^*4^41 

U/ O'-* 

oiW** 


February 15 — Catharine Cornelius and Clarissa Cardaf Vrite 
to David Watkins proposing reorganization Tai “travel o CTree— 

^ 3r Dae £***— - <o 

April C atherine Cornel ius goes to work in the Trav el" office, (L~- 

actlng as a l iaison to sch edulin g and a dvance and a rranging 
hotels and flights for White Hous e staff! . <£, U~<. J b* 

S C’U.s T3 fl* 9" <5* 

"Kay 10 — Har ry Tho mason and Darn ell Mart ens meet with Watkins, ~ , * r 5 
describe Martens encounter with Billy Dale. Thomason calls J~ 

nart ens Ci ncinnati office and has nemo faxed to White House. ^ LW , 

Thomason makes copies for David Watkins, Catherine Cornelius and 
hiaselX.tfr/-'-tc*< 7V ^ — * />c- Du-lw. -TV />-«-+ k/ ^ /w 

let with repr e sentatives ^ 


iy/v 


— Bill Kenned y (and others?) meet wlth^e^^sentatives 
(who?) o f the FBI, seeking guidance on disturbing information 

discovered in the travel of fice. FBI confirms that there may be « 

enough information to warrant further investigation. 

Hay 13 — David Watkins contacts Larry Herman of Peat, M arwick " 
and asks the company to review travel Office iij.es. ' 

Hay 14 — Lurry Herman a nd five oth er Peat, Marvick accountants 

begin raviaw. In terview several members of the tr avel office 

(which ones?) 

j - < 

Kay IS — P eat. Ma rvicfc audit nr*, hrief Habers of White House 
counsel's off ice ,_ administrative staff ing *-m about their '* 

findings. Based on inform ation provided miv-Vng briefing, the ■+• r*rt 

FBI dete rmines t hey ha ve nded lcate" ^ to investigate. 

1*^10 _ (Ws.c j 0 22*r '^' — - *"* — * 

Hay 19 — Da vid Watkins wits mombrs of the 

travel office in Washington, i ncluding Billy Dale. Tells then 
-they have been d ismissed and asks tnen m r 1 - n-^r- "flirt their 
belongings_hx_ilAy ' s end. Jeer ft Ur h riufjt A l Ramin of the 
Washington Post and George Condon of the White House 
Correspondents' Associatio n. Dee Dee Myers briefs white House 
press corps at 2 p.m. , con firms t ha t FBI has been called and 
further inv estigation! is Lat er that afternoon . George 

Stephanopoulos , Dee Dee Myers, Jeff Eller, David Watkins and 
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Larrv Hft nuan h old ba c.trr r— u nd brie ting for w i res and ncts_ to 
prov ide mo re details. ^—r'TU'S. an<m»r s question during ph oto op; 
telling repdrEers lnq-j— lies should be dir ected to Hack HtLartv. 

Hay 2 0 — George Sterhtzcsoo lous briefs Whir* Hnn« ? e aress rn rpc 
Later that evening, G ^na Gibbons o f Reu ter and Woif mi t7>r of 
CNH notify Geo rge that uney have obtained th e Cornelius/Cerd a 
nemo on re*tructuring tie,; travel office. They agree to hold the 
story until George, Dee Zi>ee and David can meet wi th their bu reau 

chiefs the' following a< ding . Sen . Christopher Bo nd" releases 

letter, calling for a f=-Lll accounting of travel s taff firings 
before the Government Ocs-3 committee. 


< 

4 


M«y 2 1 — George, Dee he* and David meet with B ill Headline, 
M^ nriy Walk er and Wolf ^iittur ot dm and Bureau Chief and Gene 
GlS boris ZaL CHN. Follovtrmg mee ting, they run st ory. George, Dee 
Dee, David, Barbie Nusstsaua, Vince Foster, BiTT Kennedy, David 
Dryer, and John Collinrvarood of the FBI then meet in George's 
office to review ae caaj surrounding dismissal. At the end of 
the meeting, J ohn Co l l - ■«ugvro od return* to his office to update 
statement. Meanwhile 7 Fe*eat 7^Maxvic3c agrees to produce fil ial 
rir-a ff- of report . HennrhT i 1 e, Ann Oevrov and Ruth thr"'T nntify 
George a nd Dee Dee tha t -th^v copvr or Hanens amh . 

Dee ne e contacts Hs r^ ; tt> Florida- He exp lains cST cummiu g^T" 
says he will tracX dove I Darnell Martens. At 4:15.- press staff 
hands out Peat, Harwich r report, Cornelius/Cerda memo and the FBI 
statement. G eorge brielrs White House press corps. „ Later’, 
Martens comes to the W~ : ~.te House at Dee Dee / s request. Calls 
Ruth Marcus from Dee Deere's of rice to disc uss memo . POTDS is 
qu estioned during photo op w-t m~ UT " Cyprus, says ch ange 

wi ll save press 25 perraant on first trip. F inally. George is sued 
a statement la te m the dav. stating the World Wide Trave l had 
voluntarily given up te- White House business. 


Hay 22 — POTD S travels t*" 1 taDcs extensively about 

the travel office doircq a session with local radio and 
television reporters. "Pre ss office distrib utes Martens memo to 
traveling reporters. 

-lay 23 — Williai fSaf.-*; — a ccus es White House of "politicizing" 
FBI during appearance oon Meet the Press. 


Hay 2 4 — Sal f ii 


- 1 — appears, outlining charge that White 
House pnH>ir'jy«id r.h e FFBT to iq qtify * ^ George briefs 

White House press cores-. Press follows briefing with questions 
about Janet Reno's sGrzement that proper procedures wer e not 
followed”! ' 


May 2 S — Po tt d during Photo ses sion about allegations 
that White pa.lir.: - ;i7Pri FRT . He repeats answer that change 

in travel staff has sav=ved pres 5 L-^*d — tax p ay e^s^money and tha 
further questions shcci-ld preferred to HcLarty. 


CGEPR 0564 
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May 30, 1985 




r. Bob Snyder 
Execucive Vice-President 
T.J. Raney & Sons , Inc. 
Investment Bankers 
3600. Cantrell Road 
Little Rock, Arkansas 


\ 


/ 

^e: 


/ 


Legal services rend< 
Mitchell Law Firm 


rr-d to date: 


Dear Bob: 

I am enclosing a copy 
Mitchell law firm which ha'' 
Company. The legal service:, 
from the detail sheets, ver 
| of our group efforts on t he 
I nications System Financing. 

\ Lasater) agreed to split er. 
\ on this transaction, we von 
\ check for one-third of tie:. 
\$10, 716.98. I fully expec t 
'fhese expenses from bond |' 
receiving your check as s o< 

\ 

Thank you ii\ a<ivaiu:t ; 


\ 


of recent billings from the 
e been paid by Lasater & 
rendered, as you can see 
e in support and advancement 
Arkansas State Police Coramu/- 
Since we (Raney, Hutton, 
penses, liability and fees 
Id appreciate receiving your 
e legal fees in the amount 7 of 
our group to be reimburse^' for ' 
roceeds and look forward to , 
n as possible. 


d o j ^ o .ci 


I 


\ \ 

Sy»cer^ly, 

/02c - 

Michael J. Wtake 
Senior Vice-President 


MJD : cb 
end . 

cc: Dan R. Lasater 
Rick Knox 


3000 


t >■ OrfM it 

Mitciiku.. William*. Sti io. Jackson H Tuckem 

WM t4«W btllMW 

Ltnnt •( tnu«i tiMii 

time Kuca, A«it*u> rjjni 
UH aM*ll 4 tl 


March 15, 1085 


Mr. Michael Drake 
Senior Vice President 
Lasater and Company 
312 Louisiana Street 
Little Rqck , AR 72201 


Ihi<u in>« 


>•« icih» *»«■ 


Re: Legal Services Performed 

through Febtiary 28, 1985 


cuter no 6 03 9- 


\ 


6039-4 - 1985 LEGISLATION ADVICE 

FEES: 

EXPENSES: 

TOTAL AMOUNT: 


$ 3,979.00 
342 . hi 

r 

S 4,321.51 


PILfc 


6039-5 - LEASING PROPOSAL 


\ FEES: 


\ -EXPENSES: 

\ TOTAL AMOUNT : 

\ \ 

TOTAL AMOUNT DO?: 
PREVIOUS BALANCE: 

TOTAL AMOUT DUE: 


S 4,081.00 
912.09 I 

i 

a * uni f \ « \ 


$ 9,314.60 
22,836.33 
$32,150.93 


(ITEMIZATION ATTACHED ) 


\ 


MrrcacLL.WiLi.iAi. i. .Siuo, J*cmao« & Tucaca 
iooo Stn m rsMa.L 5«o«" 

C.rrM4 ».■•* Jwie liwn 

Lmu ■ ci V.a.n.i TCiUM 
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H ITCII ci.l.. Wi i.i i ams. Ski.k*. .U» ms**m & I n. s. II 
STATEMENT OF SERVICES RENDERED A.‘. OF 2/2H/H5 

CLIENT 60 JO - I.ASATER & COf PINY 

MATTER 4 - J.98 5 LEGISLATION - ADVICE 


OATE 

2/15/85 / 


2/18/85 / 
2 / 19 / 85 /' 
1 / 7 
2 / 21 / 


X 


2) 22/85 
\ \ 
2/24/85 

\ 

2/25^85 


2/26/85 N 


2/27/85 


SERVICE PERFORM! 3 

INTRAOFFICE CONF £F;ENCE ANNE RITCHEY AND JOHN SEI.IC 
TELEPHONE CONFER 2N-2E WITH MICHAEL DRAKE 
TELEPHONE CONFER INCE WITH WOOTEN EPES , x 

CONFERENCE WITH TOriN SELIG AND ANNE RITCHEY \ 
CONFERENCE WITH JCOTEN EPES \ \ 

INTRAOFFICE CONFERENCE ANNE RITCHEY AND BILL WOOD YARD 

\ 1 

TELEPHONE CONFERENCE WITH MICHAEL ORAKE \ ■ 

CONFERENCE WITH . »AU MOUDY | 

CONFERENCE WITH JOH NASH j 

CONFERENCE WITH .Ei.DON DANIELS 

; I 

ATTEND INSURANCE AMD COMMERCE COMMITTEE MEETING ' 

REVIEW STEPHENS iN'.’S ADFA BILL AND DRAFT / 

MEMORANDUM 

TELEPHONE CONFER) N< E WITH FIRST PYRAMID 

INT?.AwFF:os CCKtf. R.iNCE BILL wuuDYARD AND ANNE RITCHEY 

DELIVER DOCUMENT: VO DAN MOUDY AND MICHAEL DRAKE 

TELEPHONE CONFERIN< ES WITH LAUREL ESTERLEIN RE 
PROPOSAL 

TELEPHONE CONFER I N« E WITH DAN MOUDY 


7' 


1 


7* 


Mitch cm.. Wiu.iam*. Sti.cii, .1a«h>oh Tm «< r m 
STATEMENT CF SERVICES RENDERED AS OF 2/28/85 


CLIENT 

MATTER 

DATE 
2/25/85 , 


/ 

/ 

/ 

/' 



60 39 - LASATER & COM MY 

5 - (.EASING PROPOSAL 


SERVICE PERFORMED 

/ INTRAOFFICE CONFERENCE ANNE RITCHEY. JOHN'^ELIC 
AND W. C. BARRIER \ 

TELEPHONE CONFERENCE WITH LAUREL ESTERLEIN \ 

REVIEW AND REV IS '.’OH OF LEGISLATION n \ 

/ \ \ 

/ PREPARE BILL FOR DELIVERY TO E. F . HUTTON TN \ 

/ NEW YORK \ \ 

CONFERENCE WITH i*AUL YOUNG k MICHAEL DRAKE \ 

CONFERENCE WITH rlENSRS. DRAKE AND YOUNG ^ 

INTRAOFFICE CONF :Ri:NCE ANNE RITCHEY AND JOHN SEjLIG 

CONFERENCE WITH KESSRS. DRAKE AND YOUNG 

CONFERENCE WITH « Oi.. GOODWIN / 

I 

CONFERENCE WITH hlCHAEL DRAKE. PAUL YOUNG. BOB' / 
SNYDER AND JOHN !’ ELIG 


/ 



I 
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I n* 

Mitchell. Williams. Sum, Jackson *• Iin.'keii 

Umm Mmm tm tt >k i i >nut 
IjTTU One a. Amiumi J'JJUt 


February 20, 1985 


Mi . Michael Drake 
Senior Vice Preaidenc 
Lasater & Co. 

}12 Louisiana Street 
Little Nock, AR 72201 


MIM« f 


. \o 


■ Mfaiat i* n»a«M»a «•»!■ 


CLIIM MO ^039- 

\ 


/ Re: Legal Service:, performed 

/ through Janua.y 31, 1985 


PILE NO. 6039-4 - 198!. iJSGISLATION ADVICE 

FEES: 

EXPENSES: 

TOTAL AMOUNT: 

PILE NO. 6039-5 - LEAi IliG PROPOSAL 

FEES: 

\ 

EXPENSES: 

% TOTAL AMOUNT: 

\ \ 

TOTAL AMOUNT DUE: 


517,647.0b 
676.13 
518,323.10 i 

i i 

' i 

5 4,154.00 
359.20 - 
5 4.511 20^ 

$22,836.33 I 


(Itemization attached) 




Mitchell. Williams. Stun. Jackson &. Tncxen 


79 
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Mitchell. Wiu.iAMi. Sei»“. .I* ck*on dc Tin hi m 
STATEMENT OF SERVICES RENDERED \S OF I / 1 1 / H 5 
CLIENT 6039 - LASATER AND COMPANY 

MATTER 4 - 1905 LEGISLATIVE ADVICE 


DATE r SERVICE PERFORMED \ 

1/04/85 .Telephone conference vi m miciiael drake 

/ N 

1/07/8 5^ TELEPHONE CONFERENCE VI TU MICIIAEL DRAKE \ 

TELEPHONE CONFERENCE VI Til E. F. HUTTON PEOPLE 
INTRAOFFICE CONFERENCE JOHN SELIG AND ANNE RITCHEY 
/TELEPHONE CONFERENCE VI PH E. F. HUTTON 

\ 

INTRAOFFICE CONFERENCE WITH BILL WOODYARD , ANNE \ 
RITCHEY AND JOHN SELI '• ' 

TELEPHONE CONFERENCE i/ITH MICHAEL DRAKE 

REVIEW E. F. HUTTON DOCUMENTS 

CONFERENCE WITH ANNE .:I rt CHEY 

CONFERENCE REGARDING POLITICAL CONCERNS 

LEGAL RESEARCH REGARD IN**, ISSUES PRESENTED BY 
HUTTON PROPOSALS 

^ INTRAOFFICE CONFERENCE ANNE RITCHEY AND JOHN SELIG 
'LEGAL RF.SFARdl RPOARniH.: nn ND AUTHORITIES 


\ 


QUESTIONS 

INTRAOFFICE CONFERENCE ANNE RITCHEY, JOHN SELIG, 
BILL WOODYARD RE PROP iS HO LEGISLATION 

ATTEND MEETING ON ECONOMIC DEVELOPMENT 
LEGISLATIVE PROPOSALS 

TELEPHONE CONFERENCE HV'II MICIIAEL DRAKE 
CONFERENCE WITH ANNE i:I**CIIEY AND JOHN SELIG 
TELEPHONE CONFERENCE JI *H MICIIAEL DRAKE 
INTRAOFFICE CONFERENCE i(E LEGISLATION 
CONFERENCE WITH MICHAEL DRAKE AND E. F. HUTTON 
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Mitchell, William*. Ski n.,.!** kson A Tmo.eu 
STATEMENT OF SEHVICES RENDERED -.S OF 1/31/85 
CLIENT 6039 - LASATER AND COMPANY 

MATTER 1 - 1?85 LEGISI.ATI* E ADVICE 


DATE SERVICE PERFORME1 

/ 

, TELEPHONE CONFERENCE l * I l*H MICHAEL DRAKE 

/ 

TELEPHONE CONFERENCE \ ITH MR. MEN 2 
CONFERENCE WITH MR. D1A1- E 
WQRK ON PROPOSAL 
CONFERENCE WITH HUTTOI. 1 EOPLE 

CONFERENCE WITH E. F. HUTTON 4 LASATER PEOPLE TO 
PREPARE FOR PRESENTATION TO THE GOVERNOR 

ATTEND PRESENTATION TC THE GOVERNOR 

CONFERENCE WITH LASATI R/HUTTON WORKING GROUP AND 
GOVERNOR'S STAFF 

CONFERENCE WITH LASATI R i HUTTON PEOPLE 

CONFERENCE WITH MESSRS . DRAKE -AND NASH 

INTRAOFFICE CONFERENCI JOHN SELIG , ANNE RITCHEY 
' AND BILL WOOD YARD 

\ \ 

^DOCUMENT PREPARATION AW REVIEW 

TELEPHONE CONFERENCE W ITH MICHAEL DRAKE 

\TE£^PHONE CONFERENCE fc ITH LAUREL ESTERLEIN RE 
DRAFT OF LEGISLATION i 

\ ^ ! 

INTRAOFFICE CONFERENCE I* ILL WOOYOARD, JOHN SELIG, 
AND ANNE RITCHEY RE PR DIOSAL TO GOVERNOR 

1/12/85 REVIEW PROPOSED LEGISI AT ION 

1/13/85 REVIEW LEGISLATION 

TELEPHONE CONFERENCE W ITH MICHAEL DRAKE 

TELEPHONE CONFERENCE WITH PATSY T1IOMASSON 

| TELEPHONE CONFERENCE WITH MICHAEL DRAKE 

/8 5 TELEPHONE CONFERENCE WITH MICHAEL DRAKE 



1/1 


87 
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Hitciiell. WiLUAHb, iei.M.. .Ja* mmin A I n* tr 

STATEMENT OP SERVICES RENDERED . S OP 1/31/U5 
CLIENT 6039 - LASATER AND COI P/.NY 

MATTER 4 - 1905 LEGISLATIVE ADVICE 


DATE SERVICE PERFORMEI 

/ \ 

, CONFERENCE WITH JOHN !E)IG, PAT MORAN AND ANNE RITCHEY 


1 / 16/85 


WORK ON LEGISLATION 

TELEPHONE CONFERENCE V.ITII MR. 9EALE 

REVIEW PROPOSED LEGISLATION 

/ 

TELEPHONE CONFERENCE V IZH LAUREL ESTERLEIN 
REVISE PROPOSED LEGISI AVION 
REVISE GUARANTY BILL 
DELIVER MEMORANDUM 

ORAFT MEMORANDUM TO MR . NASH AND WORK ON 
RESPONSE TO HIM 

CONTINUE REVISION OF F IGPOSEO GUARANTY BILL 

INTRAOFFICE CONFERENCE EILL WOODYARD AND PAT MORAN 
RE LEGISLATIVE MATTERS 

\ CONFERENCE WITH MICHAEL DRAKE 

INTRAOFFICE CONFERENCE SE T . TO *NNE &ITCHFY. H. 

V MITCHELL AND dILL WOODYARD 

X ?£L*PHONE CONFERENCE W CTil MICHAEL DRAKE 

TELEPHONE CONFERENCE WITH MICHAEL DiIaKE 

PREPARE AND TRANSMIT LEGISLATION 

TELEPHONE CONFERENCE W 1TM MICHAEL CRAKE 

TELEPHONE CONFERENCE WITH MICHAEL DRAKE 

TELEPHONE CONFERENCE w:itl MR. JAMES 

INTRAOFFICE CONFERENCE BILL WOODYARD, JOHN SELIG, 
AND ANNE RITCHEY 

TELEPHONE CONFERENCE W .Til MICHAEL DRAKE 

TELEPHONE CONFERENCE WITH MICHAEL DRAKE 


\ 


\ 


\ l 


I 
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MlTCNBLL, WILLUH4. SKI.IH, .J»CK4tiN 6i III- HI M 

STATEMENT OF SERVICES RENDEREC AS OF 1/31/85 
CLIENT 6039 - LASATER AND COMPANY 

MATTER 4 - .1985 LEGISLATIVE ADVICE 


/ 


DATE .• SERVICE PERFORM "-C 

/ 

/ TELEPHONE CONFERENCE WITH MJCIiAEL DRAKE 

/ telephone'conference k CTH LAUREL esterlein 

/ 

/ ATTEND MEETING ON LEGISLATIVE MATTERS 

DELIVER PACKAGE FOR 1 !R . WOODYARD 


/. 


l/jll/SS / TELEPHONE CONFERENCE W ITH MICHAEL DRAKE 

j INTRAOFFICE CONFERENCE BILL WOODYARD AND ANNE RITCHEY ^ 

\ > 


1/18/85 

\ \ 


1 / 


CONFERENCE RE LEGISLATION 
CONFERENCE WITH MICHAEL DRAKE 

CONFERENCE WITH JERR/ JACKSON , JOHN SELIG , BILL WOOpYARJD 
AND ANNE RITCHEY 

REVIEW REVISED DFA B ll. FOR GOVERNOR'S OFFICE ' / 

PREPARE REVISED BILL : FOR DISTRIBUTION 

INTRAOFFICE CONFERENCE ANNE RITCHEY, BILL WOODYARD AND 
PAT MORAN 

v DRAFT MEMO T'*‘ AOC-Ma*. .11 . HEViiLD BILLS ^ 

IHTRAOFFICE CONFEREN- ’E JOHN SELIG, BILL WOODYARD AND 
ANNE RITCHEY 

\ \ | 

REDRAFT LEGISLATION 

INTRAOFFICE CONFERENCE JOHN SELIG AND ANNE RITCHEY 

TELEPHONE CONFERENCE WITH MICHAEL DRAKE 

INTRAOFFICE CONFEREN- E PAT MORAN AND BILL WOODYARD 
RE LEGISLATIVE MATTE, S 

TELEPHONE CONFERENCE W i TH MICHAEL DRAKE 
CONFERENCE WITH JOHN SuLIG AND ANNE RITCHEY 
9^/85 TELEPHONE CONFERENCE WiTlI GOVERNOR'S OFFICE 


\ 


TELEPHONE CONFERENCE WITH MICHAEL DRAKE 
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Mitchell, Wii.i.ian*. Sei.Ki, ^ Tur. kh 
STATEMENT OF SERVICES RENDERED .S OF 1/3 l /« 5 
CLIENT 6039 - LASATER AND COI .PuNY 

MATTER 4 - 1985 LEGISLATE E ADVICE 


DATE /’ SERVICE PER FORM El 

/ 

1/21/85 /TELEPHONE CONFERENCE 1 IT!| MR. NEPTUNE 
1/23/8$/ REVIEW GOVERNOR'S PROI O: AL 

TELEPHONE CONFERENCE l IYII MICHAEL DRAKE 

/ 

ORAFT DOCUMENTS 

/ 

/PREPARATION FOR CONFEI EIJCE 


\ 


1/14/85/ 


1/25/85 

1/28/85 


1/29/85 


1/301 


/*5 


1/31/85 


f \ 

TELEPHONE CONFERENCE V ITH GOVERNOR CLINTON'S OFFICE 

CONFERENCE WITH LASATIR AND E. F. HUTTON 

CONFERENCE WITH JOHN £ El IG ANO ANNE RITCHEY 

CONFERENCE WITH MESSRS DRAKE, ET AL. 

INTRAOFFICE CONFERENCI ANNE RITCHEY, ROBERT THACKER 
AND JOHN SELIG RE BONE 5 / 

CONFERENCE WITH LASATJ * AND HUTTON REPRESENTATIVES 

TELEPHONE CONFERENCE h CTH MR. POTTS RE LEGISLATIVE 
BOOKLET 

Attend meeting on leg i si. at t ye matters 

liUTTCri n Lonnij 1NU 

LEGAL /RESEARCH REGARDING SCHOOL REVcIlVING LOAN FUND 
LEGAL RESEARCH REGARD INC RADIO EQUIPMENT LEASE 
TRANSMIT DOCUMENTS TO SIEVE BENDER 
RESEARCH ON LEASE 

CONFERENCE WITH THOMAS SON, MOUDY AND DRAKE 
RESEARCH RE STATUTORY \U THOR ITY 
REVIEW AND RESEARCH SI MUTES 

TELEPHONE CONFERENCE Mill MR. BEALE AND MS. ESTERLBIN 


\ \ 


LEGISLATIVE MATTERS 


I 
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MlTCIIKI.I., Williams. .!*« kmin A Tilt i tn 

STATEMENT OF SERVICES HDIDEREO a; OF 1/31 «'HS 

CLIENT 6039 - I.ASATER AND COM >AWY 
MATTER 5 - LEASING PROPOSA.. 


DATE 


SERVICE PERFORMED 



1/08/85 .LEGAL RESEARCH REGARDING ISSUES PRESENTED BY 
/ MUTTON PROPOSALS 

! LEGAL RESEARCH REGARDI IG BOND AUTHORITIES 

1/09/B5 TELEPHONE CONFERENCE R :G/\RDING LEGISLATIVE 
COUNCIL MEETING 


ATTEND LEGISLATIVE COU ICiL MEETING 


/ CONFERENCE WITH MR. DR. KF. 

CONFERENCE WITH E. F. I UTTON AND LASATER PEOPLE 
TO PREPARE FOR PRESENT. TJON TO THE GOVERNOR 

CONFERENCE WITH LASATEJ'/MUTTON WORKING GROUP 
AND GOVERNOR’S STAFF | 

CONFERENCE WITH LASATE1 NO HUTTON PEOPLE j 

CONFERENCE WITH LASATE1. , HUTTON AND RANEY 

CONFERENCE WITH MESSRS I RAKE, LOCKE, ET AL. 

INTRAOFFICE CONFERENCE Al.NE RITCHEY, JOHN SELIG 
\ AND BILL WOOD YARD 

TELEPHONE COIJK ‘■’PENCE W. Tl. LAUREL ESTER LEIN 

\ CONf ERENCE WITH LASATE1. it NO E. F. HUTTQN 

CONFERENCE WITH MESSRS l-RAKE, ET AL. 

INTRAOFFICE CONFERENCE AliNE RITCHEY , BILL WOOOYARD, 
ROBERT THACKER AND JOHN LELIG 

INTRAOFFICE CONFERENCE R( BERT THACKER, JOHN SELIG 
AND ANNE RITCHEY 

REVIEW LEASING PROPOSAL 

INTRAOFFICE CONFERENCE Bj LL WOOOYARD, JOHN SELIG 
AND ANNE RITCHEY 

INTRAOFFICE CONFERENCE BJ LL WOOOYARD, ROBERT THACKE2 
AND JOHN SELIG 


1/24/flS 


I 


l/23/ l p5 

! \ 
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M itch e i.l, Wi M.UMX, Sict-iti, .I* cks«>n 4 Tuck, m 
STATEMENT OP SERVICES RENDERED A* OP 1/11/85 


CLIENT 6039 - LASATER AND COMl ANY 
MATTER 5 - LEASING PROPOSAL 


DATE 


/ SERVICE PERFORMED 


JNTRAOFFICE CONFERENCE \NNE RITCHEY AND ROBERT THACKER 


1/29/85/ INTRAOPFICE CONFERENCE BILL WOODYARD AND JOHN SELIG 


INTRAOPFICE CONFERENCE ANNE RITCHEY, JOHN SELIG 
AND ROBERT THACKER RE LEASING AUTHORITY 


\ 


\ 


:y\ 


1/30/85 INTRAOPFICE CONFERENCE ROBERT THACKER AND ANNE RITCHEY ' 
HE LEASES \ ^ 

/ INTRAOFFICE CONFERENCE ‘VNNE RITCHEY AND BILL WOODYARD \ 
j RE PROJECTS POR LASATER \ \ 


\ \ 

\ 



I 
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Mitchell. Williams. Selio. Jackson & T«c. k.c 
STATEMENT OF SERVICES RENDERED .S OF 1/31/85 

CLIENT 6039 - LASATER AND COMPANY 
MATTER 5 - LEASING PROPOS. L 


DATE REIMBURSABLE EXPi N ES AMOUNT 

1/23/85 . CHECK TO THE LITTLE R » Ct COUNTRY CLUB '' §359.20 



\ 




9 

I 
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Depo of:Patsy L. Thomasson In Re: Whitewater 2-23-96 Cr63662.0 


sith/et i of a c nminul investigation ? 

A No one on the Governor’s staff discussed 
Mr. Lasater's criminal investigation with me. 

Q Do you have any knotted ye whether anyone 


I I'M 

;:oi 


ui 
I5| 
161 
r i 
i*i 

I’M 
i tui 
: 1 1 1 
ii:i 



the staff knew about it? 

A I have no knowledge of tl 

0 Do you know who RogepChnton is 

A Ye*. 1 do. 

U Do you know him personalis? 

A Yes. 1 do 

Pa|e 85 

Q Did yon buoy him during/, 

1982 through I9S6 ’ 

A I knew him before 1^82 and 1 knew him 
through 1986 and t continue to know' him today. 

Q Did you ever have/ any personal contact u trh 
Inin between 1982 und I9$6 ? 

A I saw him at a lot of social events during 
that period of tiirje. I 

Q Did Governor Clinton make a request to 
Mr Lasater during this time period ta find Ruiter 
Clinton a fob? \ I 

A He asked him to put him to work. yes. 


y to be a jockey. 
wily give Roger 


racing business. He wanted to be in something where 
he could use his energy up and maybe get started in 
something he could make a career. The only way to 
.sladLirrthe horse racing business is to start from 
the ground 

Q Literally. 

A He is a little too> 

Q Did Mr. Lasater t 
Clinton a job ? 

A He-w^son the farm payrotj in Florida and 
worked at the fantHoFlorida. 

Q Do you know hoifdong he worhgd there for? 

A I don’t have any it 
Q Are you aware whether'during thiktime 
period that Mr. Lasater loaned anymoney to Roger 
Clinton ? 

A Mr. Lasater did loan some money to Roger 
Clinton, yes. 

Q How do you know that? \ 

A 1 think - 1 

MR. COLE: Again, for the sake of the 

record, sorry to interrupt. I do want to note thq 


mi 

V 

How do burn rhot he asked him to put 

i:i 

INI 

linn to i 

' \ \ 

Because Mr. Lasater told me he asked him to 

. 131 

ii'i 

A 

: mi 

|16| 

put him to work. \ \ 

|5| 

Il'l 

Q 

When did he lelbxou that ? 

1 IOJ 

iin 

\ 

Sometime about t{ie tihte he put him to work. 

' |7| 

INI 

Q 

Do you know when that wW ? 

181 

|20| 

A 

Sometime in 1982-83\ > 

|9| 

i:n 

Q 

Do you blow how the subject came up of the 

|I0| 

i::i 

Governor s request - 

mi 
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n:i 

mi 

A 

1 have no idea. 

1131 

i:i 

C> 

- to give Roger a job ? Did he say why the ! 

|N| 

131 

( imernor asked Mr Lasater to get Rager a jab ? 

1151 

Ml 

A 

As far as I know, from my recollection of 

|16| 

i.'i 

the conversation, he wanted him to be doing 

117] 

something 


|t8| 

IN 

where he was usingjus energy up, so we put him to 

|I9| 

ri 

work shoveling manure. 

|20| 

*1 

Q 

1 have done that and / can tell you it does 

1211 

r*i 

take quite a lot of rfrrVy. 

1221 


MR. COLE: j It v 
MR WILLlAilf 
t ieurse Patton I 
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Minority's objection to this line of questioning and 
also just to bnng that to your counsel's attention. 
Once again. I will not instruct you no/to 
answer the question, because I think/ihe more fair 
thing to do for you is to get this deposition over 
wiih without delaying any furltfer. Do y out need the 
question read back? V 

THE WTTNfSSr Please. \ 

BY MR. O' C ALLAGHAN: . 

Q l will restate it. How do you know 
Mr. Lasater loaned Roger Clinton money? 

A Mr. Lasater told me to write a check and 
get a note signed by Roger. 

Q Did you write a check for Mr. Clinton ? 

A Roger got a check, yes. 

Q How much was the check for? 

A I don't recall specifically. It was 
somewhere, I would say, between 5 and $10,000. 
Q Out of what account way the check drawn ? 
A I don't recall. 

Q Do you recall whether ikw'us his personal 
account or the company ‘s accounts 


I use your energy up. 
^■RFsame UOrdS or General ' 


BY .MR. O CALLAGHAN: 

(J The Committee appreciates your genteel 


I 


t hint e of words 

A Mucking ouf sialls. 

(J >•< \iii« 1 1 ijr r,,lj ,,f am » pect/h nason 
tin Com nun- a ski 4 Lasater to rind Roger Clinton 




\ The onh recollection I ha*e with that is 
Roger liked horses. he liked the horse racing 
hn siness and thought he wanted to he in the horse 
Page 87 


1 1 1 i 

n:t 

n-M 


Page 89 J 

a — r donTrecarr 

Q IVjs u on Lasater <£ Company account ? 

A It would not have been on Lasater & 
Company , because I couldn't control that\hecking 


Pane K4 i<< P.ure tN 


- a tro u nn 

Q And you said - he asked you to get Roger 
to sign a note?' 

\ Yes. 

Q What do you mean by that? Could you 
i xplain ’ 

A Mr. Lasater was not in the habit then of 
givine money away, and if he lent Roger money, then 
he would expect Roger to sign a note back to him 

■ ACE-FEDLRAL reporters. INt 
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1987 BANK BRANCHING LEGISLATION 

1/8/87 1ST OZARK LOAN COMMITTEE MEETING - 

RENEWAL OF WHITEWATER LOAN IS 
CONDITIONED ON RECEIPT OF FINANCIAL 
DISCLOSURE STATEMENTS FROM THE CLINTONS 
AND McDOUGALS. 

1/87-3/87 TWIN CITY PRESIDENT EDWARD PENICK WRITES 
TO HILLARY CLINTON TO ASK FOR FINANCIAL 
DISCLOSURE STATEMENT. 

3/24/87 CLINTONS PROVIDE FINANCIAL DISCLOSURE 
STATEMENT TO 1ST OZARK. 

3/26/87 1ST OZARK EXTENDS WHITEWATER LOAN. 

4/1/87 GOVERNOR CLINTON SIGNS SPECIAL 

LEGISLATION ALLOWING TWIN CITY BANK TO 
ENTER LITTLE ROCK BANKING MARKET; 
CREATES LOOPHOLE IN ARKANSAS LAW 
PROHIBITING BRANCHES WITHIN 300 FEET OF 
ANOTHER BANK’S OFFICE. 


3014 


5/88-7/88 


7/3/88 


7/5/88 


7/15/88 


7/15/88 


1988 BANK BRANCHING LEGISLATION 


TWIN CITY AND FIRST COMMERCIAL BANK 
FIGHT OVER CLOSING “300 FOOT” BRANCHING 
LOOPHOLE. 


GOVERNOR CLINTON CALLS SPECIAL 
LEGISLATIVE SESSION TO CONSIDER “OMNIBUS 
BANKING BILL.” 

EDWARD PENICK THANK-YOU NOTE TO 
GOVERNOR CLINTON RE: ELIMINATION OF “300 
FOOT” BRANCH RESTRICTION. 

1ST OZARK WAIVES REQUIREMENT THAT THE 
CLINTONS AND McDOUGALS SUBMIT FINANCIAL 
DISCLOSURE FORMS. 

1ST OZARK EXTENDS WHITEWATER LOAN 
THROUGH 11/3/91. 

GOVERNOR CLINTON SIGNS OMNIBUS BANKING 
BILL WITHOUT “300 FOOT” BRANCH 
RESTRICTION. 


d 
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“ ROM : RON PROCTOR 

CA7I: July lj, 

E£: CCCOiiXpsCTCCo RZQOIZZMZNT 

JJ---HZ : Whitewater Development Co., !nc. 
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\ “ 

Per^dnal Financial Statements of Guarantors 

> an^Njir.ar.cial\:r.:»-er: r- 


. y '.0.1 t5V>£ZC~ \ 

REASON "OP/RC^CZST : Payments on loan are derived from escrow ccrtyacts 


controlled by F0N6. 


VT 


2) Collateral is sufficient to cover the lean 


A_1 


\ i 


\ l 


\ \ 


/ / 




rzquzsting loan qttzzz ?. 
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FILE NOTES 

May 27, 1986 


State Bank^Deoa rtmcnc 


1 


To<^ay I visicrd with Commissioner l-Ia-clin J^kson concerning che prospects 
of/ TCB refuting a branch appl icat ion *qr either Gravel Ridge or Klehl 
Avenue and/ asked his reflection of the eurrerK attitude of' the State 
Banking Board. He was cjuick co point out that^the banking law has changed 
and under; existing lawv, ~ the' State Bank CommissiWr \an approve a branch 
application as long as it is economically f eas ib le x .and there i s j no 
irreparable harm done to a competing financial ins t itubs^n:\His ruling; can 
be appealed to the full board for its vote. He personaHy £awi no support 
for G'iavel tVidge, but felt that Kiehl Avenue could be a profitable branch. 


The existiqg mentb^rs of the State Banking Board are familiar nam«.s to us. 
The current v Sh^rma>r-of the Board is T. E. Patterson. Elmer Fergtison I has 
passed his appointment^ c ime , but is still serving until a replacement) is 
named. The Commissioner speculated that Doug Simmons, who is in the state 
bank at West Helena would be Ferguson's replacement; and he was surprised 
that Simmons hasn't been appointed already. Betty Wilkerson, Franklin 
Co llipy, nr. Piiph n Bill Fora round out the Stace^Banking Board. 


TheN^ 


ommiss ioner 


mentioned that, in his opinion, it yas \time 



somebody to fcXter legislation to permit county-wide brand 
legislation ^6uld be restricted in counties with over 100,000 pop' 
that /only /Pulaski County could be affected. He felt there 
chance the legislation would be approved. 

He questioned the practical issue of whether the State Banking Board would 
overrul/e a commissioner's approval of a branch. To date, this hhs ripe 
happened and he felt the only member, based on his gut reaction, tD vo 
against it would be Betty Wilkerson. , j 

In»my opinion, knowing these individuals, the prospects don't sound much 
beCter kban they have before despite a change in the law. I would fe/el 
that Hastings and Harkins would definitely appeal the issue to che State 
Banking Board and probably rally Pat Wilson on their side; and/you would 
have\the saW issue of the big bank versus the little bank that/ae f ea te*i us 
the la,st go refund. It would be interesting to casually feel/out our /cate 
delegation to oa^ermine if there would be support/^ or counCy-wide 
branching, but I 'm nbrt^oo optimistic here e i c h e r knpwrCng the influence of 
Max HowelK.and the closeas^ iarion he u Lx-hr-^PZr W ilcnn. 


Edward M. Penick, Jr. 


/rc 


cc: T. E. Rcnaud 

Bob Birch 

Margaret Davenport 
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Is. Ozark h’auonai Bank 
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P o j3i ; jo 
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Tf.t»NO».j sc 4 sj::jj 


April .2, 1988 



Hillary Clinton 
120 E. y:r\ Street 
Little Rock, AR. 72114 

Dear/Mrs. Clinton: 

As /per our phone conversation, v*t nave researched the transaction 
regarding the Whitewater Development Company, Inc. and they are 
enclosed. The loan and escrow data are for 1987 only and do not 
inalude any of 1988 transactions*. Hope this will help you in 
pr sparing your tax returns and sem; type of balance sheet. 

have also enclosed a renewal note, hoping that you could help me 
getting all the signatures on tnis and returning it as soon as 


dition. we will be needing m. updated financial statement on 
ipersonal, as well as the corpora ti on . 



4 


Respec;: jlly , 

.o. ^ 


J. W. Strange 


Enclosures 



LC an 


V/hitewater Development. Inc.- 
Balance as of 12/2 1/8 7^-^ 
Balance as of MMZT' 

Principal paid dyeing 1987 
Interest paid ^pCiring 1987 


ESCROWS 


Stanle/ Yancey 
Balance as of 12/31 />T 
Balance as of 1 / Wff7 
Principal paid ddring 1987 
Interest paid / ^during 1987 


Stanley Yancey 
Balancers of 12/31 /87 
/Balance/as of 1/1/87 
Principal paid during 1987 
Interest paid during 1987 


. D. BLAIR 


a ice as of 12/31 / 87 
sice as of 1/1/87 
:ipal paid during 1987 
est paid during 1987 


activity during 1967 



No acVi vity\during 1987 


Balance as of\1^731/87 
Balance as of 1/1/67 
Principal paid during 1987 
Interest paid during 1987 


*5 343.72 
1.3 161.52 
5.018.30 
3.812.80 


1 1.318.76 
1 l. 198.63 
1.620.13 
I . 379.87 


•1.504.80 

*•. 923.85 

*• 19.05 

530.95 


. .738.03 
4. *,95.46 
i .407.43 
332.57 


.479.04 
: .490.45 
1.011.41 
495.19 
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ROST LAV/ Fl^M 
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.4MAKSAS MIC 
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CERTIFIED /JiZL 
June 9, 1989 
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/Mr. and Mrs. James B. McDougai 
1 3700 Gfantrell - Suite 2C2 
Lxtt 1/4 Roc): # AR 7 2 2 C 2 

Dear/ Jim and Susan: 


/Wes Strange called me to ask if I could contact you to 
obtain a resolution by Whitewater’s Directors, namely you two, 
authorizing Bill or me to sign the extension of the loan 
agreement. I have not been able to contact you on this and 
thought 2 might try to ao so in writing. I called a number 
Susln left for me to return her call at 714-857-4920 a number cf 
times but never received any answer. If you receive this 
lletner, would you please contact me so that we can discuss how 
\to respond to this request from First Ozark? The note is up for 
extension, and the Bank is clearly anxious to have this matter 
^esclWad properly in time for their examination. 

1 fy you have any questions, please give me a call. 

Sincerely^ yours , 


1 | 

HILLARYi 


HRC : ckp 
cc: J . V. Strange 

Blind P.S. - Wes, 



RODHAM CLIKTOj 


an’ 


I co r.ct know what else to co. If you have 
suggestions, please give ite a call. Thanks. 


HOUSE W/W RPT . 7846 


CBF 0416 
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1101 
mi 
1121 
M3| 

INI 
1151 
1161 
1171 
INI 
H9| 

I20| 

1211 
1221 


Ml 

I2| 

|3| 

HI 

|5| 

|6| 

I7| 

| 8 | 

I9| 

|I0| 

mi 

1121 

1131 

INI 

|I5| 

116) 

|I7| 

INI 

|I9| 

| 20 | 

(211 

| 22 | 


U-i«y u s eruuua rue Holes, Whitewater 
\opment, Inc. Loan 585. It's dated 1/6/87. 
(Handing document to witness.) 

(Pause.) 

THE WITNESS: Okay. 

BY MR. NAPP1: 

Do you recall preparing this? 

Yes. 

Could you explain the circumstances ? 

It was a renewal of the loan. As is very 
common, you make a collateral inspection at the 
renewal origination of the loan, especially you know, 
in a situation where you're got properties that are 
being constructed on, as in this case. 

Q Was this the first such collateral 
inspection you 'd done ? 

A It was the furst one I had done. 

Q On this piece of property? 

A Right 

Q I’d like to direct your attention to the 
second page, the last paragraph. You value the lots 
Page 53 

at S750 per acre. Initially the lots had been 
valued, I believe, at SI ,100 an acre. 

A I believe that's correct, yes. 

Q What do you attribute the devaluation to ? 

A Primarily from what I've said on the front 
because of the quality of homes and the lack of homes 
that had been built there when it was dean, and a 
new subdivision, I think $1,100 was a fair price or 
value. 

After the mobile homes sprung up and a few 
other things, it devalued the property. 

Q What were the other things ? 

A Trash, just general refuse. 

Q You value the contracts receivable at 
$60,000 and change. I ’ll be more precise - $60, 786. 

I would take it that’s fairly easy evaluation to 
make. You just compile what’s on the various 
contracts for deeds? 

A Yes. Just take the outstanding balances. 

Q And the remaining unsold property at 
$43,350? 

A Yes. 


in 
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Was that remaining unsold property the 


I— | property that had been transferred to Chris Wade? 

I3| A Partially, yes. 

|4 1 Q Do you recall whether Whitewater still 

|5 1 owned some unsold lots at that point in time, or is 
|6| that your recollection ? 

|7| A I don’t recall. I'm not sure. 

|l| Q Just so the record's dear, you ‘re not 

|9| sure who actually owned the remaining unsold 
|I0| property? 

|ll| A No. 

1 12| Now, I need to clarify that, too. The 

1 13] reason for that is that we were not - It did not 

|N| make any difference to me In this bank who owned It 


I I si because I iuu me mortgages on the lauds. 

1 1 6 1 Q You had the right to go in and foreclose 

1 1 7| if need be? 

|it| A True. 

1 1 9| Q The next record l ’d like to show the 

1 20 1 witness, again it’s a one-page record. It ’s a copy 
(21 1 of notepaper that has printed on the top Hillary 
(221 Rodham Clinton. It 's personalized notepaper, and it 
Page 55 

( 1 1 contains handwritten notes. The Bates stamp number 
(21 is DKRT 00294. 

(3 1 (Handing document to witness.) 

Ml MR. B ELM AN: I think just for the record, 

15 1 you identified this as DKRT 00294. It's DKRT 
700294. 

1 6 1 BY MR. NAPP1: 

1 7] Q Do you know a woman named Margaret 

(8 1 Davenport? 

(9 1 A Yes, I do. 

1 10| Q How do you know Margaret? 

I I I ] A Margaret was executive vice president at 
| 12 | Twin City Bank up till a year or two ago. 

(131 Q Did you ever have any contact with 

(H| Margaret Davenport regarding the Whitewater loan ? 

|15| A No. 

1 1 6| Q Did anyone at First Ozark ever tell you 
1 1 7] that they had had contact with Margaret Davenport 
1 1 f | regarding the Whitewater loan ? 

( 1 9| A No. It was my understanding that someone 
[20| was going to speak with Margaret to hdp convey 
some 

121 1 information to Mrs. Clinton concerning the renewal 
of 

(22| the loan. 

Page 56 

|1| Q Who was that person? 

(21 A That would have been Ed Penick, who was 
(3 1 chairman of our board at that time. 

(4 1 Q How did you come to know this? 

(5 1 A This was discussed in a board meeting. 

|6| Q Do you recall the date of the board 
(71 meeting? 

|8| A No. You saw how poorly 1 did on dates 
|9| earlier. So I'm not going to try that. 

1 10| Q Can you explain the circumstances around 
| ll | Mr. Penick ‘s inquiry ? 

|I21 A We were having some difficulty getting 
( 13 1 financial statements, as we had often had with this 
( N | loan. And we had asked - we had discussed that that 
( 1 5 1 was one of our deficiencies -not the only 
|!6| deficiency we had. But we were talking about 
H71 deficiencies, the sensitive nature of the deficiency 
(I8| because of Mr. Clinton being the governor. 

( t9| And Mr. Penick says, "Well, gosh. 

(201 Maigaret and Hillary are personal acquaintances. 
Let 

(2ti me ask and see if she can help you get the financial 

1221 statement** __ 
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A Yes, he did. 

A, Q What was that role? 

2i A I don't recall. 


HI 


Page 26 

Q But he was a member of the Board of 


|2l Directors ? 


131 

HI 


15} Renaud? 


A As I recall, he was. 

Q Do you biow on individuatnamed Terry 


HI 

A 

Yes, I do. 


[17] 

|7| 

Q 

How do you km 

TwTerry Renaud? 

[1*1 

1*1 

A 

He was Chairo 

rum and CEO ofTvmi City 

[191 

Bank. 




[201 

|9| 

Q 

Was he also on 

the boar/a: First Ozark ? 

[211 

10] 

A 

Yes, hev 



[221 

HI 

Q 

D id you l 

ijow S 

usartSisk? 


H2| 

A 

Yes, I do 



m 

U3| 

Q 

Who was 

/Susan 

Sisk? 

PI 

II4| 

A 

She was 

our se 

aior credit officer from 

P] 

PI 

Twin City Bank. 



HI 


16] Q What do* that mean? 

17] A That means irj the beginning, she drove up 
ill every Thursday cjr Friday - 1 think it was Thursday - 
19] - to our loan c 

V? You mean? 

i City Bank first purchased us. 

1221 And any loan request over X dollars, I don’t 
remember 


1 1 1 what those dollars wert)^ud w go through her. 

]2| Q Did that practice (tenant^ or did it 
T3| change in any way? 

Hi A When I left First Ozark4|diad changed. 

|S| She was no longer required to sign ofT on any loan 
Hi requests. 

T7] Q Did she also have to sign off on renewals? 

|S| A No. If it was over a certain dollar 

191 amount, she did. I don’t know what that dollar 
li0| amount was. 

HU Q So renewals and loans over a certain 
1 12] threshold ? 

1 13 1 A Yes. 

H 4| Q Do you n oil/ when she stopped actually 
irS| participating in th - loan officers meetings? 

1 16| A No, I do toL It had to be like late '89 
M71 or early '90, 1 wo aid Imagine. 

H*| Q Doyoubowanh 

P>| Davenport? 

1201 A Yes, I do 

121 1 Q How do y w biow her? 

22| A She was a enior>ke presiden t an d c as hier- 

HI at Twin City Ban u / 

|2| Q Did she hnjeo role in the operation of 
|3| First Ozark? J 

Hi A No, not that I'm aware of. That was Ken 
IS) Pennehaker, but he's dead now. 

HI Q Could you spell that name? 

171 A P-E-N-N-E-B-A-K-E-R. 


1*1 Q Do you recall any discussions regarding 
|9| the Whitewater loan that involved Mr. Penick? 

110] A Yes. 

[ill Q Could you tell us about them? 

4«1 -Jk_Jdon't remember sperifics, but I know 

1131 that Edwas1tbec5 t Ed Penick. Susan Sisk was there. 
[14] Ron was there. I'mhot sure Wes was. And we were 
[15| discussing the financial statement on the Clintons. 

1 161 And Ed said that Margaretfcqs personal 

id something to the 
[he thought she wit^. Ed said that 
be would get Margire^to call Hillary and see if we 
lent. 

Q Do you recall what financial stdfement, or 
when this occurred? 

"Page 29 

A No, I don't This b a memory in iny head. 
Q Do you know if Mr. Penick abked Dtjvenport 
PI to get a financial statement? \ 


PI 


A No, I don't 

Q Do you recall if the financial st itenunt 


[6] was obtained? 


[7] A I do not recall getting a financi 
1*1 statement 

[91 Q Is that the only recollection y 

|10| a conversation regarding a Whitewatjh 
111] Penick? 

1121 A With Mr. Penick, yes./ 

|13| MR. PORTNOY: Csnj^skhimu 

[14] last answer? 

115] Did you testify tlMyotfdid not receive a 
[16| financial sUtenfent from the Cli ntons, or that V ou do 

[17] not recall whether you received a financial 

[18] statement? 

[191 THE WITNESS: I do nol recall whether we 

[20| received ooe or ool. 

[211 MR. PORTNOY: Thank you. 

[22[ BY MR. NAPPI: 
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[ 1 1 Q You just indicated that 's the only 

PI conversation you recall with Mr. Penick. 

PI Do you recall conversations m uth other 
[4| persons regarding the Whitewater loan ? 

[51 A Well, I recall converskuons with Ron and 
|6| Wes. This loan was discussed quite often at the 
bank. It was a nuisance at the |!ank. It was 
iVwas 

[91 continuously pulled by auditors to audit And it was 
[lot continuously noted that financial information was 
[ill lacking. And we discussed periodically what to do 
[12] wi th th e l o an. 1 gu ess none o f u s l i k ed I t r-ft was 


[13] there at the bank because of these things because we 
[!4| were continuously raked over the coals. 

115| Q Raked over the coals by? 

[16| A I guess raked over the coals may not be 
1 1 71 the right word, but the officer, the Comptroller of 
II *| the Currency auditors were always on us about not 
[19| having proper documentation In the file. 

[20| Q With this loan more so than other loans? 


'>m.'U7-i7no 


ACE-FEDERAL REPORTERS, INC. 
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4/ is/ : 3 


K 
w ' 


RE: 


Per. a 



I had lunch with Terr*/ Renaus and Margaret 3a vender" iedav. 
actually/would not have agreed to an appointment to discuss the 
ban* special session and would have insisted on them talking to 
sami except that Margaret has been very standoffisvh to me since 
her own attempt to be appointed bank commissioner. \l kinew that 
if .Terry Renaud asked her to set up lunch with me, ij had to do 
it ;for her. 



Weil, I wish I understood ill these issues, 
feeble way to set then forth. 


at ar emergency, 
in/the January 




1. Terry says there is no way tr declare this 
Most of the elements cf the omnicus bill will 
session regardless of the state- marred SiL is 

2. The idea that this has to happen befor>^Ccnptroll4^ of the 

Currency "grants any. of the pending applications flie s in the face 
of the speed Wth which that office — Terry days that 

even if something greased then through before January without the 



m my 


/-s even lr somesuiing greased tnem tr.raugn. oeiare jdnuaty miwiuut >-**= 
/usual federal delays and extensions. Bill Ford could file in court 
the very next day asking to enjoin the Comptroller just like they 
'V“\ did in Mississippi. That for sure would delay til the regular 
'ses 


session he said. 




3. Even if everybody gets here to a special session saying they 
are for the bill, there will be lots of amendments and he says it 
will be a major fracas and predicts only one tiny portion will 
survive. EVEN I QUESTION WHETHER THE BANKERS C 
COMMITTMENT FROM THE MEMBERS OF THE RELEVANT COI 
THEI*\BILL ONLY WITHY NO AMENDMENTS. 

i\ 


GET A FIRM 
TTEES TO SUPPORT 


4 . 

resentme; 


•Jer^y says 
imtmeiTC - that 


that if he were in an S&L. he woi 



ive in with 

bankets were utilizing one of their provisions to 
bargain their own deal. One way or the other S&L's wall inject 
getting state deposits into the battle, increasing the\fray 

Jerry—! 

banking system, and that it would be an emergency if applications 
were Igjrantedf and all state banks started moving to federal 
charnerrs. The Arkansas Bank Department would then face an 
emergency situation cause they wouldn't have funding. And the 
dual banking system would be threatened. Terry says that the 
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OFFICE OF THE GOVERNOR 



,./ . " ' 1 
Lied mis nor 
iiies :dc a s 

discussli zr.f primarily w im is. ’ 5 : : r respond 

chat an\ iverwnei - 1 r.c majority : : m-s - . ~ < s m .1 me si 
xp ress Ing \support ::r me p repo 
hen are\ "o'avmg lio service" ic 


wna : : moughjt were the 
on 


is 


e 

then 



oanks 
are 
nv of 
to fccioe 
moit of then 
Hb .a lso said 


about vanioils specific orovisior. 
real ly 


I also receiVecNa call from Charlotte ’-'ay m^dne Arkansas' 
Association o\3atik Holding Companies -no said that a r plpnhone 
survey of the Haloing Companies nenbersnip at me end of last week 
indicated tnat 72% of that group favored the bill, 18% were opposed 
to it and 10% were neutral. On the question of whether the special 
session should be held to consider the issue, 5^3 uptp fo r, a sessio n 
And "npnear ^ h m IT 1 t L & - rruiij h lv half the 

banks in the state are members of the Bank Holding Company 
Association and, while she declined to be pinned down as to a 
specific number of banks that were contacted, she said that only two 
or three of the Association’s membership did not respond to the 
survey . 


Also at 


Attachments 


iched are recent correspondence on this iss 



r 
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was raised m the application process despite all appropriate pV^A<*-v£ c-- 
r.ocices be me sent ay one State Sank Department. First 
Commercial 3a nk and its allies _rnored a direct attack of cur ' ' ^ 

permits m Circuit Court, the estaoiisned statutory means of 
challenging me 3ank Commissioner's approval. ^nstead, tney 
cnallanged the action of the 3 am Commissioner afterVour permits 
were grafted and without naming TC3 as a party. In fact, we *ere 
not even \brought into the case until after we naci|g<ane to tne 
expense (of actuaLly opening our branch at 400 Cap/Lto^ Avenue, 


which lsj t\e financial cent 

the state. . : way omy at~"this pome tnat First Commercial tried 


-nf vo-m 


■ ue l 1 Lfpo 1 1 1 an\ a.rea of 


to close 
decided. 


our Capitol Avenue 3rar.cn while 
They failed. 


lawsuit was 


TT tnis Litigation , the banking community was 
develop a comorehe.ns i ve state solution to 


S i mu 1 1 a n^ou sjry-— srrn 
caking ■ ceps to 
disparities in the branching authority of banks and savings and 
loans. jnitiaLLv, drafts of tne Otnniou* 3 *~’. „ D.ll were 
circulated which were consistent with TC3’s branening initiatives 
made possible ov Act 539 of 1987. A meeting was neld by the 
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- £ j / / / / 



kansas Bankers Branching/ Interstate Banking Legislative Initiative 
r Presentation to the Special Session 


te me to remove from the captioned ABA package./ the/ so-called 
protection 11 feature. It prohibits branching Within 300 linear 
e principal office of an existing bank. This f^atur^ is in the 
w and has been since 1S73. 



Your invitation presupposes that I have the riqJ>t^to remove \his feature 
and that ft l^ks the support of bankers and-*tegislators. To support the 
latter point^ypu advise that some 15 banker fs and l e g i s lators hav e told you 
they don't like it. This information apparently came to your attention in 
the July 5 morning meeting with Bank Commissioner Ford, Former 
Commissioner Jackson, ABA Past President Hartsfield, Senator Beebe and 
Representative Wilson. This minority view you cite is not surprising. It 
contrasts with endorsement by 80% of bank CEO's attending a statewide 
meeting in March and with an ABA legislative head count of 65% support 
for the bill as a package. 

My response to your invitation was to ask you to sleep on it; you invited 
merto find support for inclusion of the home office prd^ction feature. 


T 

Ra 


he 


leadership of the ABA is as follows. 
inWater. 


I have const t&d them all except 



President: Sloan Rainwater (hospitalized with he^rt surgery) 

President-Elect: Sonny Henson, Fort Smith 

Treasurer: Al Rusher, Brinkley 

C roup Chairmen: G. L. Lieblong . Paraqould; Larry Nelsofr 

Mountain Home; Rick Parsons, Springdale; 

Bob Burns, Magnolia; Curtis Hutchins, Fordyce 



in addition to these, with whom I 
fer Turnbow, Springdale; W. E. Ayres, 
Bob Gantt, First National, Magnolia; and Cecil 
Arkansas Bank and Trust,* Hot Springs. 


have visited include 
Simmons, Pine Bluff; 
Culp, Jr., and Ray Cash, 


CAPITOL AN D BROADWAY LITTLE ROCK. ARKANSAS 72201 501/371-7000 


JRTS 00204 
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July 7, 1988 
Page Two 



ancy speci . 

President'' of First Commercial Bank, confirmed with Jim 



ich of these leaders endorsed the entireNiegislafrjve package 
lly the home office protection feature , andy Barnett Grace, 

Iton nis support. / 


If/ the home office protection feature is excluded and the $uit 
Chancery repudiated which challenges Act 539 of 1 987 , TCB\wil 
place /n the TCBY Tower within 300 linear feet of this building 

my 



n Pulaski 
be left in 
If the 
lawyers 
'eloiate just 
th4 Worthen, 
and Loan, 


A3A pi ! I as proposed is passed and TCB loses the suit, as 
ctnfirn and I am confident they will on Julv 14, they can 
outside the 300 foot parameter of existing law and there joi 
the Union, OneBank, First Commercial, savers, Capitol Savings 
Finst Federal, Home Savings, and Superior Federal, all wiyhin/a stone's 
thr\>w \^f 5th and Broadway. j / 

What\ is\your guidance? I am committed to support this legislative 
initiaNve\as is or as reasonably modified. I prefer pie widely supported 
ABA 



Cor<pally 
•y 

tjs 

{ -C+ 

William H. Bowen 
Chairman of the Board 


WHB :ccb 
d4/cc 
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y-LLu 


sy {-al, i \ 


FILE NCTES 
March 14, 1968 


RE: 


Branching 


Wayne^ Harrsf iel<lr--^RTesTc5Trt-^2f theN^rkansas Bankers Association anc 
President of >tfe First Nat iona'T > 'Sank oR Searcy, visited with me tccav 
concerninc ^ proposal he is workin 9 \on\^ settle the Branchi Banking 
dispute. / 

Hartsfield has an agreement with the Governor tc call a special 
session upon full concurrence and commitment v "o f the bankers and 

banking organizations m the state to support^Hh® xlegis iat ion . The 

Bank \ Commissioner is supportive of the legi sJL ah.on and! Marcus 

Halbrook, Retired Director of the Arkansas Legislative Council, is 

drafting thk bill. A draft copy will be forwarded as .soon as 

HartsfieO< receives it. \ 


The key provi sTcms^cr the bill are as follows: 


1. Interstate reciprocity with approximately 15 states will be 
approved, effective January 1, 198S. 

2. Lounty-wice brancjiinc will be approved, 

19 8 9 . 


ef f ec ti.ve^January 1, 


, \ \ 

Contiguous county branching would be phased in over a period of 

^ive 

/statewide branching would be phased in over a period 'of L0 
' years. \ - 

Incorporated communities with less than 3,000 in population and 
at bank charter will be protected from branching from the : 
outside. However, if banks in these communities branch ourt, 
then reciprocity will follow banks in the communities .'where 
thev branch. / / 

\* j I 

\ Bra\ching statewide could be accomplished by acquisition ,or 
ynerg^r under the 10 year phase-in. / 


/. 


State cn^tered savings and loans will be coveted under' the 
strate branching bill as state banks. 

The Current statewide~^Tarichxrig "Applications with 
Comptroller will not be grandfathered. 


8 . 
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Harts 5 ie>c said he hac not^talksd personally with- James S: 
President of the Independent Bankers, but in conversations wi:r, 
cf their board of_ r. ' re>r t rnr * . the' ^comments were they did net 
statewide brapetfing, but tTre-^propo'S'ed legislation, as spelie; 
above, is better than they ^ould \et under federally die 
statewide branching. \ \ 


* cut 
t a t e d 


\ \ 

Ed Penick, Jr.\ 



X> 




<X 

V 

\ 


tnd 


3038 


STATE OF ARKANSAS ' ‘ ^ V . T 
OFFICE OF THE GOVERNOR^ 

ROUTE SLIP 




JRTS 00203 


3039 
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March 4. 1992 


VIA TELECOPIER 
501/453-2400 



fr. Wes Savage 
1st Ozark National Bank 
P. O. Box 250 
Flippin, AR 72634 

Re: Whitewater Development Company 
Loan No. 588i 



\ 


\ 


Dear Wes: j 

Please release all docunieoU in your possession relating to the above captioned 
loan, including a copy of the original note, any renewals, any payments on the 
note, and other supporting docuituaiLs. I hereby authorize you to fax documents 

immediately to Loretta Lynch at 501/372-5405. 


Thank you for your asi.istkoce. 


Sincerely yours. 


Hillary Rodham Clinton 


/ 


HRC 


C:mca 


I WC ,403634 




; 




INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


TUESDAY, MAY 14, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington , DC, 

The Committee met at 10:15 a.m., in room 216 of the Hart Sen- 
ate Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 

OPENING COMMENTS OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. The Committee will come to order. 

May I ask the witnesses if they would stand for purposes of tak- 
ing the oath. 

[Witnesses were duly sworn.] 

The Chairman. I ask the witnesses if they have any statement 
they would like to make at this time. 

Ms. Thomases. 

SWORN TESTIMONY OF SUSAN P. THOMASES 
ATTORNEY AT LAW, WILLKIE FARR & GALLAGHER 

[No response.] 

The Chairman. Ms. Doyle. 

SWORN TESTIMONY OF PATRICIA SOLIS DOYLE 
SPECIAL ASSISTANT TO THE PRESIDENT & 
DIRECTOR OF SCHEDULING FOR THE FIRST LADY 

[No response.] 

The Chairman. Senator Sarbanes. 

OPENING COMMENT OF SENATOR PAUL S. SARBANES 

Senator Sarbanes. No. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Thank you for coming down, Ms. Thomases. I’m going to ask you 
to direct your attention back to 1993. I would like to ask you when 
was the last time you had a conversation with Vincent Foster be- 
fore he took his life. 

Ms. Thomases. Either the Wednesday or the Thursday before he 
took his life. 
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Mr. Chertoff. Tell us where was the conversation? 

Ms. THOMASES. It took place at 2020 O Street in Washington. 

Mr. Chertoff. Is that a hotel at which you often stay? 

Ms. THOMASES. It’s not a hotel, it’s a facility at which I often stay 
when Fm in Washington. 

Mr. Chertoff. How did you come to meet Mr. Foster at that fa- 
cility? Did he ask to meet with you? 

Ms. Thomases. Yes. 

Mr. Chertoff. Was this in the evening? 

Ms. Thomases. Early in the evening. 

Mr. Chertoff. How long did you spend with Mr. Foster? 

Ms. Thomases. Not a real long time, maybe 20 minutes, half an 
hour, maybe a little longer than that. We spent some time at the 
house. 

Mr. Chertoff. At the house? 

Ms. Thomases. Yes. 

Mr. Chertoff. Was this by appointment? You know, he set it up, 
he arranged it? 

Ms. Thomases. Yes. 

Mr. Chertoff. It was at his instigation or at his request that 
you had the meeting? 

Ms. Thomases. Yes. 

Mr. Chertoff. I don’t want to ask you about all the details of 
the meeting but I understand there was a portion of the discussion 
that related to certain personal issues that were on Mr. Foster’s 
mind. Is that correct? 

Ms. Thomases. There were a few personal issues. 

Mr. Chertoff. But there was also discussion of issues on Mr. 
Foster’s mind that concerned the Travel Office, is that correct? 

Ms. Thomases. Yes. It was really about work. 

Mr. Chertoff. Putting Mr. Foster’s personal life out of it, what 
did Mr. Foster tell you about work? 

Ms. Thomases. He was concerned that there were not enough at- 
torneys to handle the amount of work currently in the Counsel’s 
Office. And he was concerned that if there were, in fact, a Congres- 
sional investigation of the Travel Office, that he would really be 
struggling in order to keep up with it. 

Mr. CHERTOFF. Did he tell you he had some concern about David 
Watkins? 

Ms. Thomases. Not at that particular time. 

Mr. Chertoff. Did he tell you at some other particular time that 
he had a concern about David Watkins? 

Ms. Thomases. He told me at a prior time. 

Mr. Chertoff. How much prior to this meeting on the Wednes- 
day or Thursday before his death? 

Ms. Thomases. I don’t know how much prior, but it was not at 
that meeting. It was prior to that meeting. 

Mr. Chertoff. Was it a week before, a month before? 

Ms. Thomases. I have no idea. It was at some point. 

Mr. Chertoff. What did he tell you were his concerns about 
David Watkins? 

Ms. Thomases. He was concerned, and his real concern was that 
Hillary would be a target, an unfair target and he thought that 
Watkins might be the source of the criticism. 
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Mr. Chertoff. When you say a target, a target of criticism? 

Ms. Thomases. Of criticism, an unfair target. 

Mr. Chertoff. And the source of that might be an unfair accusa- 
tion by David Watkins? 

Ms. Thomases. Yes. 

Mr. Chertoff. Did he tell you what the nature of the accusation 
might be? 

Ms. Thomases. No. 

Mr. Chertoff. So you knew, as of the last day you had spoken 
with Mr. Foster, that one of the things he had on his mind was a 
concern that David Watkins might make some kind of allegation 
that would make Mrs. Clinton, as you described, an unfair target 
of criticism, is that correct? 

Ms. Thomases. That’s correct. 

Mr. Chertoff. On this particular occasion, which is the last time 
you saw him when you were at O Street, I guess, it is called the 
Mansion, is that right? 

Ms. Thomases. The Mansion. 

Mr. Chertoff. When you were at the Mansion on O Street, he 
raised with you again the issue of the Travel Office, right? 

Ms. Thomases. Yes. 

Mr. Chertoff. In particular the possibility of there being some 
kind of investigation in Congress? 

Ms. Thomases. That’s what he talked about. 

Mr. Chertoff. On this occasion, when you talked to him about 
the possibility of a Congressional investigation, did he talk to you 
again about Mr. Watkins or somebody being responsible for the 
First Lady being a target of criticism? 

Ms. THOMASES. No. The entire discussion about the Travel Of- 
fice, when I last saw him, was the resource issue, and the fact that 
there were not enough people to handle the number of things that 
would come up. It was essentially a personnel problem, not the 
substance of it. 

Mr. Chertoff. You had dealt with Mr. Foster before on the issue 
of the Travel Office, right? 

Ms. Thomases. No. 

Mr. CHERTOFF. Had you ever spoken to anyone in the White 
House during the period of time that the White House was review- 
ing the Travel Office situation leading up to the time that the 
Travel Office people were fired? Did you ever talk to anybody in 
the White House about the Travel Office personnel and the issues 
surrounding them? 

Ms. THOMASES. Could you repeat the question? 

Mr. CHERTOFF. Did you ever talk to someone in the White House 
about the Travel Office personnel and the issues surrounding their 
conduct before they were terminated? 

Ms. Thomases. The only person I remember even mentioning it 
to me was Harry Thomason, at one point. 

Mr. Chertoff. What did he say to you? 

Ms. Thomases. He just said that he was working on it. I mean, 
it was not a big conversation. 

Mr. Chertoff. Harry Thomason, just to put it in context, he is 
the Hollywood producer who is friends with the Clintons from some 
previous time, right? 
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Ms. THOMASES. He was very involved, he had been very involved 
in the campaign as a producer. 

Mr. Chertoff. He did not have a White House position in 1993, 
is that right? 

Ms. Thomases. That’s right. 

Mr. CHERTOFF. But he told you he was working on the Travel Of- 
fice issue? 

Ms. Thomases. I may have overstated that. But, yes, he was the 
only person whoever raised the actual idea of the Travel Office 
with me. 

Mr. Chertoff. Did you talk with Mrs. Clinton about the Travel 
Office? 

Ms. Thomases. Not that I remember. 

Mr. Chertoff. And did you talk to Mack McLarty about the 
Travel Office? 

Ms. Thomases. Not that I remember. 

Mr. Chertoff. I would ask that we put on the Elmo a package, 
I will show it to you, CGE9110, which is a copy of a steno pad of 
notes of a White House person known as Lorraine Voles, that says 
at the bottom, “S. Thomases went to Mack; Hillary wants these 
people fired. Mack wouldn’t do it. DW didn’t want to do it.” Did you 
go to Mr. McLarty and say to him at some time that Mrs. Clinton 
wanted to have these people fired? 

Ms. Thomases. No, I don’t believe I did. 

Mr. Chertoff. When you say you don’t believe that you did, and 
you say you don’t recall, are you prepared to absolutely say with 
certainty that the account that is contained in these notes by a 
White House official is incorrect? 

Ms. Thomases. Yes, I am. 

Mr. Chertoff. So you absolutely dispute this account? 

Ms. Thomases. Well, I don’t know. I mean, I don’t remember Hil- 
lary every telling me to do that, and I never remember having that 
as a topic of a meeting with Mack. 

Senator Sarbanes. Could I ask whose pad this is? 

Mr. Chertoff. This is from Lorraine Voles, V-O-L-E-S, who 
works at the White House. 

Senator SARBANES. Is this part of our document production? 

Mr. CHERTOFF. I think it was a production made to the House 
of Representatives. 

Senator Sarbanes. In their Travelgate inquiry? 

Mr. Chertoff. That’s correct. 

Ms. Thomases, after this meeting at the Mansion at O Street, 
you did not see Mr. Foster again, is that correct? 

Ms. Thomases. That’s correct. 

Mr. Chertoff. Now did there come a point in time, sometime 
thereafter, that you were interviewed by the Federal Bureau of In- 
vestigation regarding Mr. Foster’s death? 

Ms. Thomases. An FBI agent called me on the phone. 

Mr. Chertoff. What did he ask you? 

Ms. Thomases. I don’t remember specifically. 

Mr. Chertoff. Did he interview on the telephone? 

Ms. Thomases. It was a rather perfunctory inquiry, yes. 

Mr. Chertoff. When you say it’s perfunctory? 
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Ms. Thomases. I did not feel at the time, and I do not feel now 
that it was an in-depth interview. 

Mr. Chertoff. Putting aside your speculation about what was in 
the agent’s mind, did the agent tell you he was an FBI agent? 

Ms. Thomases. Yes. 

Mr. Chertoff. Did he tell you he was investigating certain mat- 
ters relating to Vincent Foster? 

Ms. Thomases. Yes. 

Mr. Chertoff. You were aware of the fact that he was operating 
on official Government business? 

Ms. Thomases. I went through a period of wondering. I felt inse- 
cure that in fact, since I was not seeing him, that in fact he was 
an FBI agent, and we spent some time in the beginning of the con- 
versation discussing that. 

Mr. Chertoff. In other words, you’re telling us at the beginning 
you had a doubt about whether he was really an agent? 

Ms. Thomases. Well, he called me up on the phone and said he 
was an agent, but I didn’t see him, and I raised with him that it 
would be more comfortable for me if we actually had a conversation 
in person. 

Mr. Chertoff. Now, you eventually satisfied yourself that he 
was an agent, right? 

Ms. Thomases. No. But I treated him as if he were one. 

Mr. Chertoff. This is pretty important, and I think you and I 
both understand why it’s important. Are you trying to tell us now 
that when you talked to this FBI agent, and you know as well as 
I do, there is an FBI report, and this really was an agent. Are you 
trying to suggest to us that at the time you talked to him, you were 
under the belief that he might not really be an agent? 

Ms. Thomases. No. What I am saying is, when he first called, 
I was a little concerned about that. 

Mr. Chertoff. You, of course, understand that when you talk to 
an agent on the matter of an official investigation, you have an ob- 
ligation to tell the truth. Is that correct? 

Ms. Thomases. Absolutely. 

Mr. Chertoff. I want to read you the last passage of this FBI 
report. I think you have a copy in the package before you. We will 
put it up on the screen. It’s document OIC418. It is two pages. But 
I want to focus your attention on the last paragraph. This is an 
interview of you. 

She last saw Vincent Foster on Wednesday or Thursday before his death. She be- 
lieves that they had lunch together with some other people in Washington. She re- 
calls him mentioning he planned to take a weekend trip to the Eastern Shore of 
Maryland. She noted no change in his demeanor or physical appearance but was 
aware that he was working very hard and was under considerable pressure. His 
death came as a complete shock to her and she can offer no reason or speculation 
as to why he may have taken his life. 

Did you say these things to the agent? 

Ms. Thomases. Yes. 

Mr. CHERTOFF. Why did you tell the agent that you’d had lunch 
together with other people in Washington on the last occasion you 
saw him when in truth and in fact, as you have now sworn, you 
actually saw him by prearrangement at your hotel? 

Ms. Thomases. I think there may have been, I’m sure I probably 
did tell him that I also had lunch with him. I think there may have 
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been some confusion because I did have lunch with him in the 
weeks before he died, but I don’t know that I would have told him, 
and I have told other law enforcement people that where I saw him 
was at the Mansion on O Street. 

Mr. Chertoff. This was your first interview by a law enforce- 
ment person about this matter, is that correct? 

Ms. Thomases. I think so. 

Mr. Chertoff. So this is the first time you talked to someone in 
law enforcement. I want to go over the first two sentences so there 
is no misapprehension about what you were asked and what you 
said. “She last saw Vincent Foster on a Wednesday or Thursday be- 
fore his death.” That’s correct, isn’t it? 

Ms. Thomases. Yes. 

Mr. Chertoff. “She believes they had lunch together with some 
other people in Washington.” That is incorrect because the last 
time you saw him on Wednesday or Thursday was at the Mansion 
at O Street in a prearranged meeting in which the two of you were 
alone; right? 

Ms. Thomases. I don’t know that that sentence fully — I think we 
talked about a number of things and so that sentence was only 
part of it. 

Mr. Chertoff. Is it your testimony that you told the agent about 
this private meeting at the Mansion on O Street? 

Ms. Thomases. I believe that I told him that we met away from 
the White House. 

Mr. Chertoff. And did you tell the agent that the two of you 
met alone? 

Ms. Thomases. I don’t remember specifically whether I said we 
met alone. I believe I told him he had asked to see me away from 
the White House. 

Mr. Chertoff. And you told the agent that this was by prear- 
rangement? 

Ms. Thomases. I don’t know whether I used the word prear- 
rangement but I think that I probably used the word that he asked 
to see me away from the White House. 

Mr. Chertoff. None of this, of course, appears in the agent’s re- 
port so your testimony is that you told this to the agent but the 
agent never made a note of it? 

Ms. Thomases. I don’t know. I can’t speak for the agent. 

Mr. Chertoff. Did you tell the agent that you had discussed the 
Travel Office the last time you had talked with him? 

Ms. Thomases. I don’t think he asked what we discussed. He 
was more concerned about what I thought about the reason that 
he had killed himself. 

Mr. Chertoff. Did you tell the agent, were you in fact unable 
to offer any speculation as to why he may have taken his life? 

Ms. Thomases. Yes. That’s correct. 

Mr. Chertoff. That’s what you told the agent? 

Ms. Thomases. Yes. And I still do not feel that I am ready to 
speculate on why he took his life. 

Mr. Chertoff. But, in fact, you had had a conversation the week 
before he passed away where you discussed a number of issues, 
some of them personal and some of them work-related which could 
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have borne on what was in his mind at the time that he made the 
decision to take his life. Isn’t that correct? 

Ms. Thomases. I just want to say I saw Vince Foster. I feel tre- 
mendous guilt about the fact that I was not wise enough or astute 
enough to imagine the things that were on his mind would have 
triggered a decision for him to take his life. There was nothing 
about his demeanor or about the way he conducted himself that 
would have made me think that he was going to threaten his life. 
Had I thought he would have done so, I would have done some- 
thing, it was my nature. And therefore I’m not willing to speculate 
even now about why Vince Foster took his life. 

Mr. Chertoff. Well, let me withdraw the question. 

I want to show you a passage from a book which I think you 
should have in your package. Page 284 of a book written by James 
Stuart called “Blood Sport.” You know James Stuart, I take it? 

Ms. Thomases. Yes. 

Mr. Chertoff. You talked to him in connection with his writing 
of the book? 

Ms. Thomases. Yes. 

Mr. Chertoff. We will bring a copy of the book down. It is page 
284, Ms. Thomases. 

Ms. Thomases. Yes. 

Mr. Chertoff. Mr. Stuart writes: 

Earlier, Foster had turned to Thomases to express frustration over the Travel Of- 
fice report, and, like many in the White House, she had become something of a con- 
fidante. Now, she tried to reassure Foster, but he said he needed to talk to her “off 
the campus,” somewhere they wouldn’t be seen. Thomases suggested 2020 O Street, 
a private rooming house where she herself sometimes stayed in Washington. 

When Foster arrived that evening, Thomases thought he looked a little better. He 
looked around the house and seemed amused by its garish Victorian decor. He men- 
tioned that he and Lisa were going to get away for the weekend. But then he began 
to unburden himself. 

He mentioned how overworked he was and how he lacked the time and the sup- 
port staff he was used to in Little Rock. If he didn’t get more help, he said, he was 
afraid he would “let the President and Hillary down.” Predictably, be brought up 
the Travel Office affair, adding that he didn’t trust David Watkins, who he feared 
might fabricate or embellish the facts to cover himself— -possibly at the expense of 
the First Lady. 

Now the portions of this I have read to you, did you, in fact, tell 
Mr. Stuart that this is what happened in your conversation with 
Vincent Foster? 

Ms. Thomases. I do not believe that I said that that is what hap- 
pened with him that night. I think he probably put together dif- 
ferent pieces of different conversations. As you know, that is his lit- 
erary style. 

Mr. Chertoff. I do not know his literary style because I have 
never dealt with him, but you have dealt with him because I think 
you actually approached him to get him interested in writing the 
book, is that right? 

Ms. Thomases. Not quite. 

Mr. Chertoff. You clearly had a discussion with Mr. Stuart in 
which you gave an account of your conversation with Mr. Foster 
the last time you saw him, correct? 

Ms. Thomases. Yes. 

Mr. CHERTOFF. Your testimony now is that his rendition of your 
account is incorrect? 

Ms. Thomases. Partially incorrect. 
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Mr. Chertoff. Your testimony is that the FBI agent’s rendition 
of your interview with him in June 1994 is also incorrect? 

Ms. Thomases. If you want to talk about the FBI’s rendition, I 
would turn back to the first page of that rendition. 

Mr. Chertoff. I’d like to talk about first the paragraph that I’m 
concerned with. Is it your testimony that with respect to the para- 
graph we have been focused on concerning your last meeting with 
Vincent Foster, the FBI is incorrect? 

Ms. Thomases. There must be some confusion. I wouldn’t say in- 
correct. There is an omission in it. 

Mr. Chertoff. A significant omission. Namely, the fact that the 
last meeting was not a lunch but was a private meeting at Mr. Fos- 
ter’s request where he unburdened himself about a number of mat- 
ters, including the issue of the Travel Office. That whole element 
of that last meeting is omitted from the agent’s report, right? 

Ms. Thomases. It was not in the report as I received it. 

Mr. Chertoff. Your testimony was, again just as you said, Mr. 
Stuart got it wrong in the book, your testimony is that you told the 
agent about these things but the agent wrote it down wrong, or 
didn’t write it down properly or fully. Is that your testimony? 

Ms. Thomases. It is not fully in there. 

Mr. CHERTOFF. So both Mr. Stuart and the agent Tre incorrect. 

Now, I would like to move forward a little bit. I would like to 
move into the week following Mr. Foster’s death, and I would like 
to put up a chart because we have had the benefit now of getting 
some additional documentation from the White House which I 
think may enlighten us about the events of that week. 

Let me begin by saying this. Obviously, Ms. Thomases, at the 
time you learned of Mr. Foster’s death, you understood that there 
was significance to your last conversation with him, is that right? 

Ms. Thomases. I don’t know that there was serious significance 
to it. 

Mr. Chertoff. Isn’t it a fact that when you saw the President 
of the United States for the first time after Mr. Foster’s death, you 
reported to him or you told him in detail about your meeting with 
Mr. Foster the previous week? 

Ms. Thomases. I don’t know that I told him in detail, but I told 
him about it. 

Mr. Chertoff. So you thought that it worth telling the President 
about, is that correct? 

Ms. Thomases. Yes, because I felt so badly that I hadn’t noted 
that he was in such distress. 

Mr. Chertoff. But putting aside what you felt, I just want to 
make sure we have the facts correct. The fact is that when you met 
the President on the 21st, the first time you saw him after Vince 
Foster’s death, you, in fact, told him about your meeting with Mr. 
Foster at O Street, is that correct? 

Ms. Thomases. Yes. 

Mr. Chertoff. When you were asked about this at our hearings, 
I don’t think you mentioned that. I want to ask you to direct your 
attention to the hearing of August 8, 1995, page 76. You were 
asked about this particular meeting by Mr. Ben-Veniste. 

The Chairman. Hold up for a second. 

Senator Sarbanes. What page are you on? 
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Mr. Chertoff. Page 76: 

Mr. Ben-Veniste. What was the substance of that conversation? 

Ms. Thomases. It was more reviewing again our sense of helplessness and sad- 
ness that we might not have been as sensitive as we might have been to what we 
then believed was a tremendous amount of pain that Vince must have been in. We 
talked about that. He was very specific about how he had had a conversation with 
Vince and had intended to have him at the White House, and we each talked about 
opportunities in which we could have in fact perhaps, had we known of the prob- 
lems, done something. 

Nowhere in that answer, Ms. Thomases, is there any indication 
that you had had a meeting with Mr. Foster a week before his 
death in which he expressed a number of concerns or issues to you. 

I want to ask you now to focus your attention on the chart to 
your right. 

Ms. Thomases. I really can’t see it. 

The Chairman. We will put a copy in front of you. I believe you 
lave it. It says, “Activities At The White House, July 26-27, 1993. 
Is that correct, Mr. Chertoff? 

Mr. Chertoff. Yes. By the way, Ms. Thomases, before we get to 
that, I do want to clear up one point. Before you came to testify 
on August 8th, had you or had you not spoken to the First Lady 
concerning your upcoming testimony at the hearings? 

Ms. Thomases. I always let the First Lady know if we talked 
near the hearings, that I am going to hearings, but we don’t talk 
about the substance of the hearings. 

Mr. Chertoff. I’m going to present you with two frankly incon- 
sistent statements of yours and I want you to see if you can help 
us understand how it is you came to make these statements. At 
page 132 of your August 8th testimony, at line 9: 

Senator Faircloth. Did you discuss your appearance here today with Hillary 
Clinton? 

Ms. THOMASES. I did not discuss my appearance here today with Hillary Clinton. 

However, more recently, on December 18th, when you returned, 
if you want to get that testimony at page 46, line 3: 

Mr. CHERTOFF. You say at the time approximate to his death. Did you have a con- 
versation with her at any time about the handling of the documents ever? 

Ms. Thomases. I might have in some subsequent times but I do not believe that 
I ever discussed them with her at that time, or anyone proximate to that time. 

Mr. CHERTOFF. What was the discussion that you had with her at some other time 
about the documents? 

Ms. Thomases. It probably was in the context of these hearings. 

Mr. CHERTOFF. You mean that you have discussed it with her since the hearings 
have begun? 

Ms. Thomases. No. But, you know, just when it was raised that I was coming 
down. 

Mr. Chertoff. So you talked to her personally about your coming down to the 
hearings? 

Ms. Thomases. This was way back when, before the first hearing. 

Mr. Chertoff. Back in the summer? 

Ms. Thomases. Yes. 

Mr. Chertoff. What was the discussion? 

Ms. Thomases. Just that I was going to have to come down, and that I didn’t 
think I had very much interesting to tell you, that you were still going to ask me 
the questions because you felt the need to ask me the questions. 

Now which is it, Ms. Thomases. You had a conversation with her 
concerning coming down, and there weren’t going to be a lot of 
questions in December. Or as you told Senator Faircloth in August, 
you had no conversation or no discussion about your appearance 
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before the August 8th testimony, with Hillary Clinton. Which is the 
correct one? 

Ms. Thomases. It is likely that I talked to her about the fact of 
my coming down, just as I would say to her, Fm coming down this 
week, I have a hearing. But I never discussed the substance of 
what my testimony was going to be or any review of my testimony 
after my testimony was given. In fact, sir, for awhile, we only real- 
ly talked to each other through our lawyers. 

Mr. Chertoff. But in this instance, you testified in December 
that you probably had a discussion with her about missing docu- 
ments in the context of these hearings? 

Ms. Thomases. I didn’t discuss with her the missing documents. 

Mr. Chertoff. So the testimony in December is inoperative to 
the extent it says that? 

Ms. Thomases. To the extent that it suggests that we were talk- 
ing about the substance of it, yes. 

Mr. Chertoff. Now let’s go to the activities. Bearing in mind 
that we now know, Ms. Thomases, that you had had a conversation 
with Mr. Foster in which the Travel Office came up the week be- 
fore his death — I’m sorry 

Ms. Thomases. Mr. Chertoff, you’re going to have to slow down 
because I really can’t follow you at the speed that you’re going. 
You’re jumping from subject to subject and I can’t keep track of it. 

The Chairman. I am going to ask Mr. Chertoff to pose it to you 
again. 

Mr. Chertoff. I thought of all people, as a New Yorker 

The Chairman. Now come on. 

Mr. Chertoff. Ms. Thomases, we have established that you had 
a conversation with Mr. Foster the week before he took his life, in 
which he raised the issue of the Travel Office and his concern 
about the possibility of a Congressional investigation. And, you also 
knew, as of the time of his death, that he was concerned that Mr. 
Watkins might make allegations that directly involved the First 
Lady. 

You get a call from Mr. Nussbaum on July 26th, which is the 
Monday after Mr. Foster’s death, and in that telephone call, he 
tells you, for the first time, that there’s a note or a piece of paper 
tom up that’s been found in Mr. Foster’s briefcase. He indicates to 
you the substance of that note which includes references to the 
Travel Office problem. You do recall that conversation, right? 

Ms. Thomases. Yes. 

Mr. Chertoff. Bearing all that we’ve now been able to establish 
in mind, you called Patricia Solis, now Patricia Doyle, congratula- 
tions, you called her at 5:24 on the 26th of July, right? 

Ms. Thomases. I don’t specifically remember. 

Mr. Chertoff. The records reflect that. Do you have reason to 
dispute the records? 

Ms. Thomases. No. 

The Chairman. You have the record in front of you? 

Ms. Thomases. Yes. 

Mr. Chertoff. Isn’t it a fact, Ms. Thomases, that particularly in 
view of the fact of your having had discussions with Mr. Foster 
about his concerns about the Travel Office, in view of what his con- 
cerns were about the First Lady, and in view of having heard from 
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Mr. Nussbaum about the fact that the paper found in his briefcase 
made reference to the Travel Office, didn’t you call in order to set 
up an appointment or to see if you could reach the First Lady and 
have a conversation with her about it? 

Ms. Thomases. I don’t know why I called. 

Mr. Chertoff. Ms. Solis, do you remember this telephone call? 
Do you have any idea why there was a call from Ms. Thomases the 
week after Mr. Foster had taken his life? 

Ms. Doyle. I don’t remember the call. 

Mr. Chertoff. Now the next thing we have established, and I 
am not going to go through the recitation here, there’s an increas- 
ing list of messages and calls back and forth on Tuesday, which we 
have established earlier is not your regular day for going down to 
Washington, which indicate on at least two occasions there were 
messages left for you to reach out for Mrs. Clinton, and that, in 
fact, you arrived at the White House at shortly before 3:00 o’clock 
in the afternoon. 

With the benefit of the additional information we now have that 
you have heard about, do you now remember going to the White 
House to have the first face-to-face conversation you had with Mrs. 
Clinton since Mr. Foster’s death? 

Ms. Thomases. No, I still don’t remember. 

Mr. Chertoff. I’m going to go over these in a second — but would 
you agree with me that particularly since you had had a conversa- 
tion with Mr. Foster a week before he passed away, that that 
might be something that would be of interest to the First Lady in 
terms of determining what was in Mr. Foster’s mind, or what was 
his state of mind before he took his life? 

Ms. Thomases. I probably mentioned that conversation to Hil- 
lary when I spoke to her, when she called me the night that she 
called me to inform me of his death. 

Mr. Chertoff. You’ve never told us about that previously. You’re 
now telling us that you remember the first time she called you, you 
mentioned this meeting? 

Ms. Thomases. I did not say I remembered it. I said it is likely 
that I mentioned it to her. I don’t specifically remember mentioning 
it to her. 

Mr. Chertoff. Let’s go over this pattern. You got a message in 
the morning from Ms. Solis saying, “HRC wants to see you today.” 

Ms. Doyle, can I ask you how common was it for the First Lady 
to request Ms. Thomases to come down from New York for the day? 

Ms. Doyle. I’m sorry, to come down specifically? 

Mr. Chertoff. To call up on a particular morning and say, come 
down, I need to see you today? 

Ms. Doyle. That’s not normally the way it works. If Mrs. Clinton 
wanted to see Susan, she would ask is she in town, do you know 
what her schedule is, can she come by. 

Mr. Chertoff. Now, you actually were up there in the afternoon 
for several hours. In fact, we now know, in addition to the hour and 
a half we had previously accounted for your being in the residence, 
you were back in the residence, according to our chart, at 5:30 p.m. 
on the 27th because you made two calls from the residence on your 
credit card. 
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An hour later, Webster Hubbell arrived at the residence. Did you 
see Mr. Hubbell in the residence when you were up there with the 
First Lady on Tuesday, July 27th? 

Ms. Thomases. As I have said to you previously, I really remem- 
ber nothing very specific about the 24th-27th. 

Mr. Chertoff. Do you remember Mr. Hubbell being up there 
generally? 

Ms. Thomases. I remember seeing Webb Hubbell at some point 
with Hillary after Vince’s death, but I don’t remember whether it 
was specifically that day. 

Mr. Chertoff. Was it in the residence? 

Ms. Thomases. I don’t know for sure. 

Mr. Chertoff. Can you offer us a reason why — and to put it in 
context because some of this obviously relates, I mean, this was the 
Tuesday that the note was shown for the first time to the Attorney 
General of the United States who saw it actually after Mr. Hubbell 
had come to the residence. 

It was also the day in which the documents were removed from 
Mr. Foster’s office, were turned over to Williams & Connolly, and 
what is of interest is that of the universe of people that we know 
that had either physically seen the billing records or, in your case, 
had heard about the content of the billing records because we know 
from your notes, that you had talked to Webb Hubbell about the 
billing records, there was only three people, four possibly including 
the First Lady. 

Mr. Foster, who was dead as of the 27th. Yourself, Mr. Hubbell, 
and Mrs. Clinton, and the three of you happened to be in the same 
place at the same time in the White House residence on the very 
day that the documents were removed from Mr. Foster’s office, 
were finally turned over to Williams & Connolly after sitting in the 
residence for several days. And the very same day that the decision 
is made to show the Attorney General of the United States, Mr. 
Foster’s tom-up note or writing. 

With all of that in mind to help you refresh your recollection, Ms. 
Thomases, can you tell us what you remember about this meeting 
you had with Mr. Hubbell or this occasion you had where you were 
with Mr. Hubbell and Mrs. Clinton after Mr. Foster’s death? 

Ms. Thomases. Can I just talk to my attorney for a minute? 

Mr. Chertoff. Sure. 

Ms. Thomases. I still don’t remember the 27th, but I do remem- 
ber at some point meeting with, being in the presence of Webb and 
the First Lady after Vince Foster’s death. I don’t know that it was 
on the 27th. 

Mr. Chertoff. What happened? 

Ms. Thomases. We just talked about the tragedy of Vince’s death 
and we talked about how sad it was, and I remember the first time 
that the three of us were together, we talked a little bit about some 
of the good times that we had had together in old times before Bill 
Clinton was elected President, and in the days in which I used to 
see them. 

Mr. Chertoff. Ms. Thomases, since the independent record es- 
tablishes that this occurred on the 27th, because we have it from 
the records, how is it that you didn’t discuss the note, the torn-up 
pieces of paper with Mr. Hubbell in this meeting? 


Ms. Thomases. Fve testified it before, and I reiterate it again, I 
do not remember having that discussion. I know I wouldn’t have 
brought up the subject of the note. I have no recollection of any- 
body else bringing up the subject of the tom-up note. And I just 
don’t remember it. 

The Chairman. We’ll come back to that. 

Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Good morning, Ms. Thomases, Ms. Doyle. 

Ms. Thomases. Nice to see you. 

Mr. Ben-Veniste. On this issue of Mr. Hubbell’s visit to the 
White House on the 27th, the records indicate that Mr. Hubbell ar- 
rived at a point after which the files that had been segregated and 
taken over to Williams & Connolly had already left the White 
House residence. 

According to the records, just to put this in the proper context, 
Mr. Barnett left the residence at 4:30 p.m., according to Secret 
Service records, and Mr. Barlow, the Williams & Connolly courier, 
left at 4:42 p.m. with the records. Actually, he was an adminis- 
trator at the firm, so I don’t want to denigrate his position there. 
But the records also indicate that Mr. Hubbell did not arrive until 
some 2 hours after that happened. 

It is true there were a number of subjects covered in this 35- 
minute period of questioning. I want to start, I guess, with the rea- 
son for your travel to Washington on the 27th. Mr. Chertoff has 
suggested that the reason you traveled to Washington was because 
you got a message that Mrs. Clinton wanted you to travel to Wash- 
ington on that day. Did that happen, to your recollection? 

Ms. Thomases. I really don’t know why I traveled to Washington 
on that day. But as I stated, I could have come for any number of 
reasons. I knew I couldn’t come to Washington that Wednesday be- 
cause I had an important meeting in New York that day and I 
think I’ve so testified previously on that. 

Mr. Ben-Veniste. Yes. Your prior testimony was that you had a 
meeting with a new client or a prospective client in New York, and 
that your regular travel to Washington was delayed by a day. Is 
that correct? 

Ms. Thomases. Yes. 

Mr. Ben-Veniste. So all of this supposed hocus pocus about 
when you came down doesn’t seem to make much sense since, if 
you were to be involved in things that were happening, one would 
expect that you would come earlier rather than later. Would that 
be fair to say? 

Ms. Thomases. Yes. 

Mr. Chertoff. In connection with the suggestion that the mes- 
sage Ms. Doyle left for you was that you should come down to 
Washington today, that isn’t what the actual note says that we 
have been provided. That note says, I believe — I don’t have it in 
front of me, perhaps you do — that Mrs. Clinton would like to see 
you today. Is that what that note was? 

Ms. Thomases. That’s what the note says. 

Mr. Ben-Veniste. So there wasn’t anything in that message or 
note about Mrs. Clinton wanting you to travel to Washington, but 
rather she would like to see you. Presumably at that point, since 
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the message I believe was left at your Washington office, Ms. Doyle 
or the First Lady was aware that you were in Washington. Ms. 
Doyle, does that comport with your recollection of leaving the note 
that there was not a specific request to travel to Washington? 

Ms. Doyle. I don’t remember the call at all. 

Mr. Ben-Veniste. So the best evidence of that would be the 
phone message involved? 

Ms. Doyle. That’s right. 

Mr. Ben-Veniste. Now on the issue of Mr. Foster’s concerns 
prior to his death, the things that were on his mind, I don’t think 
we ought to take this as though we are dealing in a vacuum with 
new information. 

You may be reminded that in the testimony given by Mr. Wat- 
kins, 10 months ago in a hearing before this Committee, and I can 
supply the page to you, Mr. Chairman that would be at page 66, 
on July 25, 1995, that in the very car ride that he took with the 
U.S. Park Police on their way to inform Mrs. Foster of her hus- 
band’s apparent suicide, that Mr. Watkins, at that point, men- 
tioned, and it was the only thing that he mentioned, that Mr. Fos- 
ter was concerned about the Travel Office. “I told them about the 
Travel Office, and he said that he had been upset about the Travel 
Office.” Those were Mr. Watkins’ words in his testimony before this 
Committee. And of course, shortly thereafter, the note was discov- 
ered left torn up in Mr. Foster’s briefcase. 

Let me read the portions of that note so that if there is some 
mystery about what was on Mr. Foster’s mind, that was very ap- 
parently resolved shortly after his death, at least insofar as in his 
own hand, he expressed his concerns, and he said: 

No one in the White House, to my knowledge, violated any law or standard of con- 
duct, including any action in the Travel Office. There was no intent to benefit any 
individual or specific group. The FBI lied in their report to the Attorney General. 
The press is covering up the illegal benefits they received from the Travel Office. 
The GOP has lied and misrepresented its knowledge and role, and covered up a 
prior investigation, also apparently relating to the Travel Office. 

So all of this was well in hand within a short number of days 
after Mr. Foster’s death. 

Now, you have been asked whether you felt it appropriate to 
speculate when asked that question by an FBI agent, shortly after 
Mr. Foster’s death. Actually, that report is dated June 14, 1994, 
nearly a year after Mr. Foster’s death. Is that correct? 

Ms. Thomases. Yes. 

Mr. Ben-Veniste. So this isn’t something that was being done in 
the heat of an investigation immediately following Mr. Foster’s 
death. Clearly, the FBI and everyone else knew, well in advance 
of that point, as a matter of fact, that Mr. Foster had expressed 
concerns about the Travel Office. 

Incidentally, the concerns are not limited to anything internally 
about the Travel Office inquiry in Mr. Foster’s note, but rather a 
number of things were listed that seemed to indicate his feeling 
that the White House was being treated unfairly in connection with 
the Travel Office matter. The GOP, the press, the FBI, et cetera, 
were conducting themselves in a way that he felt, at least accord- 
ing to his note, was disingenuous. 

Putting all that in context, I take it that it was your view, in 
your interview by telephone, by an FBI Special Agent in New York 
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that you did not wish to speculate as to the cause of Mr. Foster's 
suicide? 

Ms. Thomases. Correct. 

Mr. Ben-Veniste. Now the note, which was produced and read 
to you, was one which this Committee had not requested and had 
apparently not received in any official capacity, but rather was a 
document that was released in some manner in association with 
the House investigation into the Travel Office matter. That note, 
we are told by Mr. Chertoff, was apparently written by Lorraine 
Voles and produced by the White House to the House of Represent- 
atives. We, to my knowledge, have not questioned Ms. Voles. Is 
that correct, Mr. Chertoff? 

The Chairman. The record speaks for itself. 

Mr. Ben-Veniste. The record is quiet here. 

The Chairman. Mr. Ben-Veniste, I've allowed you some latitude 
here. We know this was an official public record. It was introduced, 
it is in the public domain. There's no mystery about this note. 

Mr. Ben-Veniste. My only inquiry was I did not remember hav- 
ing Ms. Voles deposed by our Committee. I was simply trying to 
verify that. And we don't know anything about how this note was 
taken. It is undated, and I have to tell you I don't know anything 
more about it. The Travel Office is not the subject of our mandate 
according to Senate Resolution 120. 

Let me go to the issue of the chronology of events from July 26th 
and 27th. Now there are, in fact, a number of markers and pieces 
of documentary evidence relating to the comings and goings of indi- 
viduals on that date with respect to messages left for you, and with 
respect to your own telephone activity in the sense that there were 
a couple of calls that you apparently made on a telephone calling 
card from the White House on the afternoon of the 27th. Have you 
reviewed those? 

Ms. Thomases. OK. 

Mr. Ben-Veniste. Have you had an opportunity to look at a call- 
ing card record which has been marked ST 0000 128? 

Ms. Thomases. Yes. 

Mr. Ben-Veniste. That reflects that on the 27th, at 5:27 and 
5:29 p.m., two calls were placed, apparently by you, to numbers in 
New York City. They were placed from the White House residence. 
Do you see that? 

Ms. Thomases. Yes. 

Mr. Ben-Veniste. Thereafter, it appears that a third call was 
placed, also on your calling card number, at I think it's 8:44 p.m. 
It appears to be from Washington National Airport to Connecticut? 

Ms. Thomases. Yes, I see that. 

Mr. Ben-Veniste. You also note that there are records that ap- 
parently reflect that Ms. Doyle and Evelyn Lieberman left mes- 
sages for you on the 27th indicating that Mrs. Clinton would like 
to see you that day. 

Ms. Thomases. I see the message from Evelyn. 

Mr. Ben-Veniste. That’s at 1:30 p.m. 

Ms. Thomases. Yes. 

Mr. Ben-Veniste. That is dated. Apparently it is from a message 
log kept for you at your Washington law firm office that reflects 
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that Ms. Solis, now Ms. Doyle, left you a message that morning to 
the same effect? 

Ms. Thomases. I think this is the log of my New York office. 
That is the kind of log I keep in my New York office, but yes, it 
is the same day. 

Mr. Ben-Ventste. Now the records kept at the White House indi- 
cate that you were present at the residence at some point, at least 
during the afternoon of the 27th, and it appears that you were 
there for several hours. You’ve reviewed those records? 

Ms. Thomases. Yes. But as I have said before, in spite of the fact 
that I have tried very hard to remember anything about it, I don’t 
remember actually being there. But the facts reflect the fact that 
I was probably there. 

Mr. Ben-Veniste. The fact that there are calling card records re- 
flecting calls records made by you apparently from the White 
House residence lends further documentary corroboration to the Se- 
cret Service records and all the rest that you were there that after- 
noon. My point is that we’ve now accumulated I think everything 
that might bear on your comings and goings that day. And the 
issue and the question that I want to put to you is, now that we 
have all of this information collected and you’ve had a chance to 
look at it, does any of it refresh your recollection about the events 
of that day insofar as your visit to the White House residence? 

Ms. Thomases. Unfortunately, I have no real recollection of what 
I did that day. I’m sorry. 

Mr. Ben-Veniste. Mr. Chairman, we will cede back our time. 

The Chairman. We’ll take a break. We’ll recess for 10 minutes. 

[Recess.] 

The Chairman. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Thank you, Mr. Chairman. 

I would simply like to note that with respect to what is marked 
CGE9110, which is the handwritten note that was attributed again 
to Lorraine Voles at the White House, apparently a person who 
works in the Communications Office, and perhaps we can follow- 
up on this, Mr. Chairman. 

This is an undated note and it doesn’t indicate from whom the 
information was received. And I see that the way your name is ap- 
parently spelled incorrectly, it says S. Thomas, but someone from 
the press during the break mentioned that when Ms. Voles testified 
before the House, and I have no independent knowledge about this, 
she indicated that this note was an inquiry from the press, rather 
than the report of any individual. 

So the notion of it being shown to you as though someone on the 
inside provided information to another official, then wrote it down 
on a steno pad, if in fact this reporter was correct in summarizing 
Ms. Voles’ testimony, that is an astounding jump of Olympic propor- 
tions in terms of a conclusion to be drawn. 

I think, Mr. Chairman, we ought to review Ms. Voles’ testimony 
before the House and then try to put this back on the record with 
some level of precision. That is all I would like to say about that 
at this time. Obviously, I did not know that Ms. Voles’ testimony 
would come up here today, and I have not reviewed it. 

Ms. Thomases. Thank you. 

The Chairman. Mr. Chertoff. 
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Mr. Chertoff. Ms. Thomases, I just want to focus on this issue 
of this meeting you had with Mr. Hubbell and Mrs. Clinton up in 
the residence. I understand you can’t tell us the particular day that 
it happened, but we do agree at this point that you had a meeting 
with Mrs. Clinton and Mr. Hubbell in which you discussed the cir- 
cumstances and various events surrounding Mr. Foster’s death, is 
that right? 

Ms. Thomases. Yes. 

Mr. Chertoff. It’s fair to say it was the first time the three of 
you had been together since the death, which would have been the 
occasion to talk about it, right? 

Ms. Thomases. It’s the first time that I had been with the two 
of them. 

Mr. Chertoff. Bearing those two facts in mind, and using the 
records of all the travel back and forth that we have, all the phone 
calls, all the ins and outs at the White House that we’ve developed 
for many months, I think we can say conclusively that this meeting 
had to occur on the 27th because there was no other occasion be- 
fore the 27th, based on the records that we have, that you and Mr. 
Hubbell and Mrs. Clinton were together at the same place in the 
residence. So with the assistance of the records, we can now dem- 
onstrate, or we can now be confident that, in fact, you were present 
together with Mr. Hubbell and Mrs. Clinton on the 27th. 

That raises the following question in my mind. On the 26th, you 
learned, for the first time, about what we can describe as the note, 
the Foster note, and from what we have in prior testimony, that 
appears to be the point at which Mrs. Clinton was shown the Fos- 
ter note on the 26th. 

On the 27th, therefore, there’s almost kind of a compelling logic 
that you would have discussed with Mr. Hubbell in the context of 
reminiscing and ruminating about Mr. Foster, you would have dis- 
cussed the one piece of information that had been discovered in the 
preceding week that shed some light, however dim, on what was 
going on in Mr. Foster’s mind when he took his life. Would you 
agree with me, therefore, Ms. Thomases, that, in fact, in this meet- 
ing or discussion you had with Mrs. Clinton and Mr. Hubbell, that 
the subject of the note almost necessarily came up? 

Ms. Thomases. No. 

Mr. Chertoff. So you clearly knew on the 27th about the note, 
is that right? 

Ms. Thomases. I have to tell you that I don’t remember. I have 
some memories of my first meeting with Webb and Hillary. Al- 
though, as I said to you, I don’t remember it as being on the 27th. 
But I do know, at least in my memory, that I never brought up the 
idea of the note with Hillary. Hillary never brought up the idea of 
the note with me, and I don’t remember Webb bringing up the idea 
of the note. I mean, your conclusion that this was inevitable is your 
conclusion, and I don’t think it had anything to do with the three 
of us. 

Mr. Chertoff. Let’s just establish the things we do know. We 
know that on Monday the 26th, you knew about the note, right? 
Ms. Thomases. Yes. 

Mr. Chertoff. We know this from other evidence, that Mrs. 
Clinton knew about the note on the 26th. We know that you just 
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testified a moment ago that the meeting or the discussion you re- 
call having had with Mrs. Clinton and with Mr. Hubbell where you 
talked about Mr. Foster was the first time you had come together 
since Mr. Foster’s death, because you just told us that. And we 
know from looking at the records that the earliest that could have 
been was on the 27th because you all weren’t together before the 
27th in that period after Mr. Foster’s death. 

So by the simple operation of logic, almost like mathematics, this 
meeting that you remember had to be on the 27th. You said it was 
the first meeting. You had this discussion about Mr. Foster the 
first time the three of you got together after Mr. Foster’s death. We 
know that first time is the 27th. We know that as of the 27th, you 
knew about the note. We know that as of the 27th, Mrs. Clinton 
knew about the note. And you’ll agree with me that Mr. Hubbell 
had a close relationship with Mr. Foster, right? 

Ms. Thomases. Yes. 

Mr. Chertoff. He was certainly concerned and wanted to know 
what might have been on Mr. Foster’s mind that led to this, right? 

Ms. Thomases. Yes. 

Mr. Chertoff. Yet with all of this, with both you and Mrs. Clin- 
ton aware that a note had been discovered and meeting for the first 
time with Mr. Hubbell on the 27th, your testimony is that you 
don’t think that either you or Mrs. Clinton brought the issue of the 
note up to tell Webb, you know, hey, we found a note. What do you 
think was on Vince’s mind? That didn’t happen? 

Ms. Thomases. I don’t believe it would have. 

Mr. Chertoff. You were not trying to keep it from Mr. Hubbell, 
were you? 

Ms. Thomases. I wouldn’t have brought it up, and I don’t think 
Mrs. Clinton brought it up. 

Mr. Chertoff. Was there some reason that you would have 
avoided bringing up the note? 

Ms. Thomases. I don’t know. 

Mr. Chertoff. Was there some secrecy about this at the time? 

Ms. Thomases. No. I think that you have made a big deal of this 
writing and I don’t know, because I have not discussed this, but I 
have never thought that this writing had the significance that you 
are vesting it with. 

Mr. CHERTOFF. With all due respect, Ms. Thomases, I think a lot 
of the country made a big deal out of this writing. 

Ms. Thomases. Mr. Chertoff, I wouldn’t have brought up the 
note if Mrs. Clinton hadn’t brought it up, because I would not have 
wanted to upset her in that way. Therefore, I didn’t talk to her 
about any writing for months, if at all, that I had heard about it 
from Bemie. 

Mr. Chertoff. You’re telling us you never spoke to Mrs. Clinton 
about the writing? 

Ms. Thomases. I’ve told you before, I didn’t say never. But I said 
proximate to its discovery, I don’t remember talking to her about 
it. I think I’ve so testified. 

Mr. Chertoff. While we are on the subject of conversations with 
Mrs. Clinton, I want to go back now to this occasion before your 
first appearance in August where you say there may have been at 
least some contact with Mrs. Clinton indicating that you were 
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going to come down to testify. Was this a telephone contact? Did 
you call Mrs. Clinton and say you were coming down to testify? 

Ms. Thomases. I don't know. 

Mr. Chertoff. Did you have a meeting with her before you came 
to testify on August 8, 1995? 

Ms. THOMASES. I don't think I saw her, so it probably would have 
been on the telephone. 

Mr. Chertoff. Did you make an appointment to stop by and see 
her at the White House after your testimony? 

Ms. Thomases. No. 

Mr. Chertoff. I want to show you S 20561, and we are going to 
make sure you have a copy of it. It's a visitors' summary for 8/95. 
The date on this particular run is August 9, 1995. That would be 
the day after you testified. We’re getting it down to you. 

This indicates, at the very least, that an appointment had been 
made for you to visit the White House at, I guess it would be, 3:00 
o'clock in the afternoon on August 9th, and it is to a visitee named 
Curry. Who is Curry? 

Ms. Thomases. He is a person who works in the White House. 

Mr. Chertoff. In what capacity? 

Ms. Thomases. I don't know his exact capacity. 

Mr. Chertoff. Is he someone that works for the First Lady? 

Ms. Thomases. No. 

Mr. Chertoff. Do you know why you would have been at the 
White House on this particular day? 

Ms. Thomases. I don't believe I was at the White House. There 
was a Wednesday afternoon meeting that I sometimes would come 
to that was on Wednesday. I don't believe I was there on this day. 

Mr. Chertoff. In the period before you came to testify for the 
first time here in August, did you become aware of the fact that 
billing records had been discovered or had been seen in the Book 
Room of the White House? 

Ms. Thomases. Excuse me, could you repeat that? 

Mr. Chertoff. In the period before you came to testify on the 
8th of August, did you become aware of the fact that billing records 
had been observed by Helen Dickey in the Book Room of the White 
House? 

Ms. Thomases. No. 

Mr. Chertoff. I'm sorry, Carolyn Huber. Did you become aware 
that Carolyn Huber had observed billing records in the Book Room 
of the White House? 

Ms. Thomases. No. 

Mr. Chertoff. Ms. Solis, do you know who Mr. Curry is? 

Ms. Doyle. I think you’re referring to Bill Curry. 

Mr. Chertoff. Who is Bill Curry? 

Ms. Doyle. I don’t know his exact title but he works I think in 
domestic policy. I don't know. 

OPENING COMMENT OF SENATOR CHRISTOPHER J. DODD 

Senator Dodd. I think there may be, if I can say, Mr. Chairman, 
if it's Bill Curry, he was a candidate for Governor in Connecticut. 
He's a former State Senator and lost in the last election and was 
brought down as a domestic advisor, if that’s the same Curry. 

The Chairman. Domestic advisor at the White House? 
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Senator Dodd. I think that’s generally the title, but don’t hold 
me to that. 

Mr. Chertoff. Ms. Thomases, before the beginning of this year 
1996, when they became publicly visible did you ever see the billing 
records? I can show them to you if you need to know what we are 
talking about, which have now been publicly unveiled. 

Ms. Thomases. No. And I testified on December 18th, five times, 
that I had not seen them. 

Mr. CHERTOFF. Had you ever heard anything about the handling 
of those billing records up until January 1996? 

Ms. Thomases. No. 

Mr. Chertoff. Never discussed the issue with anybody? 

Ms. Thomases. No. 

Mr. Chertoff. Did you ever discuss it with Mr. Hubbell? 

Ms. Thomases. No. I mean, except to the extent that we talked 
about it back in the campaign, which you also reviewed in my testi- 
mony on December 18th. 

Mr. CHERTOFF. That was during the testimony in which we re- 
peatedly raised the issue and asked about the whereabouts of the 
billing records. Let me ask you this, Ms. Thomases. After your tes- 
timony on the 18th of December of last year where the issue of the 
billing records kept coming up, did you have any discussion with 
anybody besides your attorneys concerning where those billing 
records might be? 

Ms. Thomases. No. But I was shown them by the Independent 
Prosecutor. 

Mr. Chertoff. That would have been sometime in 1996 though? 

Ms. Thomases. Yes. 

Mr. Chertoff. Mr. Chairman. 

The Chairman. Senator Faircloth. 

OPENING COMMENTS OF SENATOR LAUCH FAIRCLOTH 

Senator FAIRCLOTH. Thank you, Mr. Chairman. 

I have several questions, but just as a first question, maybe it 
doesn’t have to do with anything, Ms. Thomases, but did you call 
Mrs. Foster after his death and talk to her with condolences? 

Ms. Thomases. No, I wrote her a letter. 

Senator Faircloth. How long after his death before you wrote 
the letter? 

Ms. Thomases. I don’t know exactly which day. 

Senator Faircloth. But you didn’t call her? 

Ms. Thomases. No. 

Senator Faircloth. Why not? 

Senator Dodd. Mr. Chairman. 

Senator Faircloth. I asked a question. Why not? There was a 
plethora of calls going every which way to everybody else. Every- 
body says they were condolences. I would have thought one would 
have dropped in the bucket for Mrs. Foster. 

Ms. Thomases. I thought that the letter was the best way for me 
to communicate with her. 

Senator Faircloth. That’s good enough. 

Did you ever visit with the First Lady in the residence or on the 
third floor of the White House last summer, before your appearance 
before this Committee? 
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Ms. Thomases. I don’t believe so. 

Senator Faircloth. You don’t believe so? 

Ms. Thomases. No. I don’t think I was here in that time period. 

I don’t know because I don’t have the records. 

Senator Faircloth. Ms. Thomases, if you don’t know, who could 
we ask that might know? Did you ever discuss the First Lady’s 
legal billings prior to these hearings last summer with the First 
Lady, Bruce Lindsey, or anyone else? 

Ms. Thomases. Excuse me. Could you repeat that? 

Senator Faircloth. Yes. Did you ever discuss Mrs. Clinton’s 
legal billings prior to these hearings last summer with the First 
Lady, Bruce Lindsey, or anyone else? 

Ms. Thomases. No. Excuse me. Except during the campaign of 
1992 in terms of a timeframe. 

Senator Faircloth. You didn’t discuss them immediately prior to 
your appearance here? 

Ms. Thomases. No. 

Senator Faircloth. Ms. Thomases, would Vince Foster be com- 
municating with you about the Travel Office problems because he 
wasn’t talking to the First Lady about Travel Office problems? 

Ms. Thomases. No. The conversation that I had with Vince Fos- 
ter focused predominantly on personnel issues, staffing issues, and 
his need for more staffing. 

Senator Faircloth. Why didn’t you tell the FBI about your con- 
versation with Foster? 

Ms. Thomases. I don’t know. He asked me to speculate on what 
was the reason for his death. He didn’t ask me about the general 
conversations that I had with him. 

Senator Faircloth. You stated earlier that you and Mrs. Clinton 
communicated through your lawyers. When did this start? 

Ms. Thomases. I don’t know. It was just after, not during the pe- 
riod after my first appearance, it was during the fall. 

Senator Faircloth. That you only communicated with Mrs. Clin- 
ton through lawyers now? 

Ms. Thomases. It became a little bit of a joke. 

Senator Faircloth. We aren’t joking here, so would you tell me 
what was the joke? I missed it. 

Ms. Thomases. I didn’t want to call her and potentially embar- 
rass her, so I told her lawyer that I was thinking of her, and that 
if she wanted to talk to me, she could call me. 

Senator Faircloth. Through her lawyer. Do you talk to her 
through her lawyer now, or do you talk to her directly? Or is the 
joke over, or still going? 

Ms. Thomases. I talk to her directly. 

I Senator Faircloth. The joke’s over. 

Ms. Thomases. But we still don’t talk about the substance of 
these hearings. 

The Chairman. Senator Sarbanes has agreed to let you continue 
your line of questioning. In order that we don’t go over too much 
on one side or the other, and we’ve been moving pretty well, why 
don’t we go to Senator Sarbanes. 

Senator Sarbanes. Fair enough. 

The Chairman. Then we will come back to Senator Faircloth. 
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Mr. Ben-Veniste. Ms. Thomases, I guess it's somewhat discon- 
certing if every time you have a conversation with Mrs. Clinton, it 
becomes the subject of inquiry by the U.S. Senate, the House of 
Representatives, the staff of both of those bodies, the Independent 
Counsel, and whoever else has the authority to call you up and 
question you. Is that the joke that you’re talking about? 

Ms. Thomases. That’s exactly the joke that I’m talking about. 

Mr. Ben-Veniste. In a sense, it’s not very funny but the reality 
is everytime you have a conversation with someone who is some- 
how involved or remotely involved in these proceedings, that con- 
versation will then become the object of a question for which you 
are obliged to have a precise recall and testify under oath. That’s 
basically life in Washington as of May 1996? 

Ms. Thomases. Correct. 

Mr. Ben-Veniste. With respect to the appointment that was re- 
flected in document S 020561, which you were asked about, accord- 
ing to the White House Directory, William E. Curry, Jr., in 1995, 
was a Counselor of Domestic Policy and Political Affairs, and, of 
course, Senator Dodd has further identified him on the basis of his 
personal acquaintance. You indicated, I believe, that from time to 
time, you would attend a regular meeting with Mr. Curry’s group 
back in 1995. Is that correct? 

Ms. Thomases. That’s correct. 

Mr. BEN-VENISTE. So that it would not be unusual for there to 
be a White House visitor’s summary produced whereby, if you were 
possibly expected to attend the meeting, you would be cleared 
through? 

Ms. Thomases. Correct. 

Mr. Ben-Veniste. That appears to be what this record indicates. 
However, what is important to note is that according to the record, 
you did not appear or attend that meeting? 

Ms. Thomases. Correct. 

Mr. Ben-Veniste. Moreover, this meeting was not scheduled to 
be in the White House or in the residence, but rather in the Old 
Executive Office Building where Mr. Curry made his office both ac- 
cording to document S 020561 as well as the White House Directory 
for that period of time. Is that correct? 

Ms. Thomases. Yes. 

Mr. Ben-Veniste. Again, we have a coincidence of a record re- 
flecting your authorization to attend a meeting that had absolutely 
nothing to do with any of these issues? 

Ms. Thomases. Correct. 

Mr. Ben-Veniste. Which you did not attend? 

Ms. Thomases. Which I did not attend. 

Mr. Ben-Veniste. And which was not in a building where the ac- 
tivities we are focusing on occurred? 

Ms. Thomases. Correct. 

Mr. Ben-Veniste. In order to move this further along, I think we 
would be prepared to cede back our time. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. I would like to ask that the chart be put up again 
for the events of July 27th. Ms. Thomases, you might want to get 
your copy out. Your testimony is that in the last meeting with Mr. 
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Foster before he took his life, that Mr. Foster discussed the Travel 
Office matter but in the context of asking for additional resources? 
Ms. Thomases. Yes. 

Mr. Chertoff. But, of course, the person who had the authority 
to get more resources was Bemie Nussbaum, right? 

Ms. Thomases., Yes. 

Mr. Chertoff. You weren’t the person who had the control over 
resources? 

Ms. Thomases. I think he wanted my support in that matter. 

Mr. Chertoff. In other words, is it your testimony that he was 
not himself able to persuade Bemie Nussbaum — to get Bemie 
Nussbaum into the White House Counsel’s Office. Did he need to 
go to you to persuade Bemie Nussbaum? 

Ms. Thomases. It is not what he might have felt, it is not that 
he needed me, it is that he wanted to get some sense of urgency 
instilled in this issue. This is what I am inferring. I don’t know it 
for a certainty. 

Mr. Chertoff. OK, so now that’s useful, because now we under- 
stand that in this last conversation, what Mr. Foster was conveying 
to you, as you understood, is that he felt a sense of urgency con- 
cerning these investigations or this possible investigation to the 
Travel Office matter? 

Ms. Thomases. No, the sense of urgency was his need for more 
persons. 

Mr. Chertoff. That was a sense of urgency that was prompted 
by this impending investigation; right? 

Ms. Thomases. Perhaps. 

Mr. Chertoff. Was he talking, by the way, about bringing in 
outside criminal defense lawyers to supplement or as opposed to 
just adding more personnel to the White House Counsel’s Office? 

Ms. Thomases. He inquired as to whether or not outside lawyers 
could be used to supplement White House staff. 

Mr. Chertoff. Was it your understanding that he was talking 
specifically about outside lawyers with expertise in doing criminal 
defense work? 

Ms. Thomases. That’s not — I don’t remember that as a specific 
focus. 

Mr. Chertoff. Now as of this point in time, as of this last meet- 
ing, you know from your conversations with Vincent Foster that he 
is concerned about an investigation, he wants your assistance or 
your support in terms of bringing outside lawyers in; and, in par- 
ticular, you know from earlier conversations that he is concerned 
the First Lady might be pulled into this through accusations that 
David Watkins might make. 

Keeping that in mind, I would like to move to another subject. 
As of this time as well, Ms. Thomases, I take it that you also knew 
that Mr. Foster was involved in dealing with Whitewater-related 
matters while he was in the White House Counsel’s Office? 

Ms. Thomases. Excuse me? Could you repeat that, please? 

Mr. Chertoff. You also understood that while Mr. Foster was 
working in the White House Counsel’s Office that he was involved 
in Whitewater-related activities; right? 

Ms. Thomases. I don’t know. He hadn’t talked to me about it in 
the period immediately before his death. 
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Mr. Chertoff. Take out the word “immediately,” he had spoken 
to you since he had come to the White House concerning the work 
that he was doing on the Whitewater tax materials? 

Ms. Thomases. Yes. 

Mr. Chertoff. He complained to you that the materials were 
disorganized and he was having problems dealing with the issue? 

Ms. Thomases. Yes, I gave that testimony. 

Mr. CHERTOFF. You understood he was working on that issue in 
the White House Counsel’s Office? 

Ms. Thomases. Yes. 

Mr. Chertoff. So that as of the point 

Ms. Thomases. In the context of the Clintons’ tax returns. 

Mr. Chertoff. Didn’t he also tell you that he was working on 
corporate tax returns for Whitewater? 

Ms. Thomases. No. 

Mr. Chertoff. At any rate, you understood therefore that 

Ms. Thomases. At least I didn’t understand that to be. 

Mr. Chertoff. In terms of what you understood, you understood 
that he was working on Whitewater-related issues and Travel Of- 
fice-related issues in his capacity as Deputy White House Counsel; t 
is that correct? i 

Ms. Thomases. Yes. 

Mr. Chertoff. You understood from that that there were likely 
to be materials in his office that related to Whitewater? I 2 

Ms. Thomases. Yes. I , 

Mr. CHERTOFF. You understood there were likely to be materials ' j 
in his office related to the Travel Office affair? 

Ms. Thomases. Yes. 

Mr. Chertoff. Had you ever seen or were you aware that he ac- i r 
tually had a notebook that he kept a handwritten kind of account [ 
of what was going on with the Travel Office matter? 

Ms. Thomases. No. I l 

Mr. Chertoff. Now bearing all this in mind, I want to focus on j 
the 27th. This is the first day that you have, putting aside your , 
memory, according to the record, this is the first occasion you have 
a face-to-face encounter with the First Lady since the death. I 
would like to go through the sequence of this and see if you can 
help us understand how this comes about. 

Let’s begin in the morning on Tuesday. First, all that day the 
First Lady stayed in the residence and that is made clear by the 
Secret Service logs. In fact, it appears that from the records that 
the Committee has that although the First Lady had some appoint- 
ments in her office, in I guess the West Wing portion of the White 
House, she actually didn’t keep those appointments and she stayed 
in the residence. 

The morning began with a message that Ms. Solis left in your 
New York office saying, “HRC wants to see you today.” That’s 
right, isn’t it? 

Ms. Thomases. Yes, you have shown me the message. 

Mr. Chertoff. You don’t remember whether you stopped into 
your New York office that morning or not; correct? 

Ms. Thomases. No. 

Mr. Chertoff. You did get the message because at some point 
you responded to Ms. Solis’ office by placing a call there; correct? 
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Ms. Thomases. I don’t know whether it was in response, but the 
record shows that I placed a call. 

Mr. CHERTOFF. Then there is a sequence in the next hour or hour 
and a half of a number of telephone calls to the White House, a 
3-minute call to the operator, a 20-second call to the operator, al- 
most 10 minutes to Mack McLarty and again 2 minutes to Mr. 
McLart^s office. As you sit here now, do you remember more about 
these calls with Mr. McLart/s office? 

Ms. Thomases. No. 

Mr. CHERTOFF. Now again, I want to go back to this note from 
Lorraine Voles. I am informed that there is not any testimony by 
Lorraine Voles in the House Committee that would in any way 
characterize this note as being a press inquiry or not. But in any 
case, your testimony still is that you never had conversations with 
Mr. McLarty about the Travel Office back in the spring of 1993; is 
that right? 

Ms. Thomases. Correct. 

Mr. Chertoff. Let’s continue along on the 27th. We now see 
that you get another message from Mrs. Clinton, this time directed 
to your Washington office, “Please call Hillary.” Did you get that 
message? 

Ms. Thomases. I don’t know whether I got that message. 

Mr. Chertoff. Do you know how it is that Mrs. Clinton became 
aware of the fact that you were not in New York where the call 
was placed at the beginning of the day, but that you were in Wash- 
ington? 

Ms. Thomases. I have no idea. 

Mr. CHERTOFF. Ms. Solis, let me ask you. I understand you don’t 
remember the calls. Is there anything about the sequence that 
helps you? Your first call is a message left in the New York office 
saying, “HRC wants to see you today.” Then sometime thereafter, 
in the early afternoon, you leave a message in the Washington of- 
fice. Do you know how you came to understand that you should 
place the next call to the Washington office? 

Ms. Doyle. First of all, I didn’t place the call to the Washington 
office. I think Evelyn Lieberman did. 

Mr. Chertoff. Do you know how it is that she came to know 
that there was a 

Ms. Doyle. Not really, but I can say that every time I called 
Susan, I automatically call the New York office because I know the 
number by heart and they will transfer me to the Washington 
number office which I don’t know by heart. I’m sort of a creature 
of habit that way. I’m also used to speaking to Susan’s assistant, 
Angie, who, you know, she can track her down for me. So even if 
I knew she was in the Washington office, I would have called the 
New York office by default. 

Mr. Chertoff. You can’t explain why Evelyn Lieberman would 
have called directly to the Washington office and left a message at 
the Washington office? 

Ms. Doyle. No. 

Mr. Chertoff. Would you agree with me, Ms. Thomases, looking 
at this objectively, it looks like there is a fair degree of interest on 
the part of the First Lady in getting in touch with you? 

Ms. Thomases. Yes. 
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Mr. Chertoff. Then you arrive at the White House again short- 
ly before 3:00 p.m. Mr. Barnett arrives. I'm not going to review. We 
have been through this with you and Mr. Barnett concerning the, 
I guess, variant testimony about the handling of the documents. 
The documents that had been originally taken from Mr. Foster's of- 
fice and held in the residence for approximately 4 or 5 days are fi- 
nally removed by an aide from Williams & Connolly at approxi- 
mately 4:30 p.m. And then you are back in the residence again at 
5:30 p.m. Do you recall knowing that Mr. Nussbaum was going to 
call the Attorney General and Mr. Heymann to come over to get 
a look at the note on that day? 

Ms. Thomases. No. 

Mr. Chertoff. We now have Mr. Hubbell arriving at the resi- 
dence, and although yo\. do not remember the particular date of 
the meeting, you do remember there having been an initial meeting 
or discussion between yourself, Mrs. Clinton and Mr. Hubbell after 
Mr. Foster's death at which you discussed Mr. Foster; right? 

Ms. Thomases. Yes. Can I say to you, this idea of meeting sug- 
gests a formality that I don't think this gathering was about. 

Mr. Chertoff. I will call it a gathering. You remember an initial 
gathering that occurred the first time you were all in each other's 
presence after Mr. Foster's death? 

Ms. Thomases. That's right. 

Mr. Chertoff. Although you don't remember the specifics of the 
conversation, you remember the gathering; right? 

Ms. Thomases. I remember the fact that I was — that it was — 
this is just an impression. I was very glad to see Webb and to give 
him a hug and I was glad we were together, yes. 

Mr. Chertoff. And your recollection is that the note and the 
writing was not discussed with Mr. Hubbell? 

Ms. Thomases. I don't believe so. 

Mr. Chertoff. Was there discussion with Mr. Hubbell about 
what the Attorney General was going to be shown? 

Ms. THOMASES. No. I think this was a personal — my first recol- 
lection of my meeting with Webb and Hillary together, that it was 
all personal stuff. Remember, I had not been at the funeral. I had 
not been part of the mourning process. So, they shared that with 
me and we talked something about that. 

Mr. Chertoff. Did you talk to Mrs. Clinton and Mr. Hubbell on 
this occasion about your last meeting with Mr. Foster? 

Ms. Thomases. I don't know that I did. I might have. I don't 
know that I did. 

Mr. Chertoff. You may have on that occasion. 

Ms. Thomases. Yes. 

Mr. Chertoff. Which I think we have now identified based on 
the records as the 27th. You may have said to Mrs. Clinton and 
to Mr. Hubbell that you had had a last meeting with Mr. Foster 
in which you discussed certain subjects; right? Correct? 

Ms. Thomases. I might have. I don't specifically remember that. 

Mr. Chertoff. You do specifically remember recounting that last 
meeting to the President when you saw him on the 21st of July? 

Ms. Thomases. Parts of it. 

Mr. Chertoff. That was the meeting which you did not or at 
least which does not appear in the FBI interview 
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Ms. Thomases. I can tell you I don't know that I talked to the 
President about the substance of the meeting, just that I felt guilty 
about having met with him and not having noticed how distressed 
he was. 

Mr. CHERTOFF. Didn't you tell the President in detail about the 
meeting? 

Ms. Thomases. I don't know that I did. I don't, you know, if I 
said it in my prior testimony, I would like you to show me where 
I said it. 

Mr. CHERTOFF. You didn't say it in your prior testimony. 

Ms. Thomases. That's what I'm saying. 

Mr. CHERTOFF. Again, I want to go to “Blood Sport," page 298. 
Down to the bottom it reads as follows, this is relating to the 21st: 
“Susan Thomases arrived just as the meeting was breaking up and 
met with the President later that afternoon." Is that correct? 

Ms. Thomases. Yes. 

Mr. CHERTOFF. “He said he still could hardly believe it, that he 
was taken totally by surprise.” I take it that's correct? 

Ms. Thomases. Yes. 

Mr. Chertoff. “Thomases said she had had an inkling and then 
told him in detail of her meeting with Foster the previous week." 
Is that correct? 

Ms. Thomases. I don't know that I said to him that I had an in- 
kling, because I too was taken totally by surprise. 

Mr. Chertoff. Did you tell the President in detail of your meet- 
ing with Foster the previous week? 

Ms. Thomases. No, I told him about how guilty I felt, having met 
with him, that I hadn't noticed how depressed he must have been. 

Mr. Chertoff. Did you discuss your meeting with the President 
with Mr. Stuart? 

Ms. Thomases. I don't know that I did. 

Mr. Chertoff. I want to be quite clear before my time runs out. 
You reject, therefore, Mr. Stuart's account that: ‘Thomases said she 
had an inkling, then told him in detail of her meeting with Foster 
the previous week”? That is incorrect? 

Ms. Thomases. I don't know that I told that to Mr. Stuart in 
quite that way. If at all. 

Mr. Chertoff. Let me break it into two parts. Is it, First of all, 
factually correct in the conversation with the President did you say 
that you had had an inkling and then told him in detail of your 
meeting with Foster the previous week? 

Ms. Thomases. No. I primarily focused on how badly and how 
guilty I felt that I had not noticed what distress he was in. 

Mr. CHERTOFF. I'm afraid, Ms. Thomases, you are still not quite 
precisely answering the question. There are two parts to this. The 
first part is, as a matter of fact, in the meeting you had with the 
President, did you say that you had had an inkling and did you 
then tell the President in detail of your meeting with Foster the 
previous week? 

Ms. Thomases. I would not have — I probably would have said, if 
I said that I should have had an inkling, not that I did have an 
inkling, because I didn't have an inkling. I was totally surprised. 

Mr. Chertoff. What about the second part? 
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Ms. Thomases. And I do not believe that I gave him the details 
of my conversation with him except as to maybe the personal parts 
of the conversation in which he talked about how much he missed 
his house in Little Rock. 

Mr. Chertoff. So your testimony is you did not give him a de- 
tailed or very substantial account of your meeting with Foster the 
previous week? That is factually incorrect? 

Ms. Thomases. That’s factually incorrect. 

Mr. Chertoff. Your testimony is you did not tell Mr. Stuart the 
things that appear in this paragraph or this particular sentence? 

Ms. Thomases. Well, let me keep reading the paragraph. 

Mr. Chertoff. I will just limit it to the sentence, but you can 
read the paragraph. 

Ms. Thomases. He said the details of my meeting with Foster. 
I mean, I don’t think I told him all of the details of my meeting 
with Foster. 

Mr. Chertoff. Putting aside all the details, it is a pretty simple 
question. Basically is what Mr. Stuart wrote here about what you 
told the President, is that what you told Mr. Stuart or not? 

Ms. Thomases. Excuse me? Could you repeat it? 

Mr. Chertoff. What Stuart has written about your conversation 
with the President, is this what you told Stuart or not? 

Ms. Thomases. I don’t know. I think Stuart may have — it works 
literally. It works as part of the story. It doesn’t mean I told him 
that I told the President — him everything that I had discussed with 
the President. 

Mr. Chertoff. I know it doesn’t necessarily mean it. That’s why 
I’m asking you. 

Ms. Thomases. I doubt that I told Stuart everything that I dis- 
cussed with the President that day. 

Mr. Chertoff. Again, you are answering every question but the 
one I’m asking. Did you tell Stuart that in the meeting with the 
President you said you had an inkling or should have had an in- 
kling and that you told the President in detail of your meeting with 
Foster the previous week? Did you say this to Stuart or not? 

Ms. Thomases. No. 

Mr. Chertoff. Fine, thank you. 

Mr. Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Ms. Thomases, we are going into excruciating 
detail once again about a conversation as to whether you told 
President Clinton everything in detail about your last conversation 
with Vincent Foster as though that would have some bearing or 
relevance to any of the subjects which we are investigating. 

If there is some nexus, if you had told President Clinton in detail 
about the fact that Mr. Foster had expressed concern given the fact 
that Senator Dole had called for Congressional investigations of the 
Travel Office matter. Obviously, Mr. Foster would be concerned 
about having the adequate staff, as you have testified, to meet the 
responsibility of preparing adequately for Congressional hearings 
and every other thing that he would have to do with respect to the 
Travel Office matter from a standpoint of the work to be accom- 
plished, whether you had told that to the President or not told that 
to the President eludes me as to its relevance to this Committee. 
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But we have now established from you in terms of your best 
recollection that you believe you told the President that you felt 
guilty that you did not have a sense that Mr. Foster was so dis- 
turbed about matters that he was contemplating taking his own 
life, otherwise you would have acted in some way to presumably 
try to help Mr. Foster or get him help in terms of coping with the 
things that were troubling him so. 

Ms. Thomases. Correct. 

Mr. Ben-Veniste. Notwithstanding whether or not Mr. Stuart is 
correct in all respects, we are not doing a detailed book review of 
“Blood Sport” here. From time to time it has come up. We have 
talked about certain things that were omitted or misstated as they 
relate to areas under our inquiry. But it is not my purpose to sim- 
ply take this book from start to finish and point out all the incon- 
sistencies or the consistencies or a review of his writing style or the 
dramatization of conversations and so forth and so on. But what 
I guess we are interested in is your best recollection. To the extent 
that something can help that recollection, we are prepared to show 
it to you, without evaluating whether it is accurate or inaccurate, 
because I don’t think that is our Committee’s function. 

On the basis of all of this, have you now, for I can’t imagine how 
many times, given your best recollection of your knowledge of Mr. 
Foster’s state of mind and the conversations you had about it to the 
extent you had any, both before and after Mr. Foster’s death? 

Ms. Thomases. No, I don’t. I mean, about his state of mind? 

Mr. Ben-Veniste. Have you now given your best recollection? 

Ms. Thomases. Yes, I have given you my best recollection. 

Mr. Ben-Veniste. Based on all of the information that has been 
assembled and reassembled and re-reassembled for your appear- 
ance here? 

Ms. Thomases. Yes. 

Mr. Ben-Veniste. We’ll cede back our time. 

Mr. Chairman. Senator Faircloth. 

Senator Faircloth. Thank you, Mr. Chairman. 

Ms. Thomases, following up on the earlier question, what I was 
trying to arrive at is this: You knew that Travelgate was a problem 
for Vince Foster and the First Lady; is that right, after your con- 
versation with Mr. Foster? 

Ms. Thomases. Can you separate that question into both parts? 

Senator Faircloth. All right. You knew that Travelgate was a 
problem for Vince Foster? 

Ms. Thomases. I know it was troubling to him. 

Senator Faircloth. Did you know that it was troubling the First 
Lady? 

Ms. THOMASES. I don’t believe it was troubling the First Lady. 

Senator FAIRCLOTH. We will get by that. Did this lead you to 
your concern about the search of Vince Foster’s office upon his 
death, that you were concerned about the search and is this why 
you and the First Lady or the First Lady did not want unfettered 
access to Foster’s office? 

Ms. Thomases. Could you again split the question into its parts 
for me? 
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Senator Faircloth. Having known that Vince Foster was wor- 
ried about Travelgate, is that why you did not want unfettered ac- 
cess to his office? 

Ms. Thomases. I had no interest in this supposed unfettered ac- 
cess, which is someone else’s term and not mine, to his office. 

Senator Faircloth. It is not your words? You didn’t use that? 

Ms. Thomases. It is not my words. 

Senator Faircloth. Did you tell Mr. Nussbaum you did not want 
anybody going in his office, whether you used the word “unfettered” 
or what? 

Ms. Thomases. I didn’t use that word or any phrase like that. 

Senator Faircloth. Did you tell Mr. Nussbaum you did not want 
anybody going in that office? 

Ms. Thomases. No. As I have testified before, I mostly listened 
to Nussbaum tell me how he was going to handle the documents 
in that office. 

Senator Faircloth. You gave the FBI an interview on July 14th. 
Yet you couldn’t remember the conversation with Mr. Foster then. 

Mr. Ben-Veniste. That’s not true. 

Senator Faircloth. But in 1995, 2 years later 

Mr. Ben-Veniste. That’s the wrong date. 

Senator Faircloth. — you could remember the conversation 
when you spoke to Mr. Stuart who was writing a book you thought 
friendly to the Clintons. 

Ms. Thomases. I remember that conversation when I talked to 
each of the law enforcement persons who talked to me, and I also 
remember the conversation last year when Mr. Ben-Veniste asked 
me about it in the course of my first deposition. 

Senator Faircloth. Did you tell the FBI about your conversation 
with Mr. Foster? 

Ms. Thomases. You mean — which conversation with Foster? 

Senator Faircloth. The one that you had prior to his commit- 
ting suicide. 

Ms. Thomases. He was interested in whether I had a reason for 
why Mr. Foster died. As I have told everybody, I was not ready to 
speculate on the reason that Mr. Foster took his life. 

Senator Faircloth. Did you tell the FBI about your conversation 
with Mr. Foster prior to his taking his life? 

Ms. Thomases. He didn’t really ask about it. 

Senator Faircloth. And you didn’t think this was pertinent in- 
formation that you ought to tell and something the FBI would be 
very interested in, but it was important enough to tell to James 
Stuart later when he was writing a book that you thought was 
friendly to the Clintons; is that right? 

Ms. Thomases. Is that a question? 

Senator Faircloth. Yes, that’s a question. 

Ms. Thomases. I had already testified on this matter to various 
law enforcement authorities, and I thought it was OK to share that 
with James Stuart. 

Senator Faircloth. Ms. Thomases, when you first appeared be- 
fore this Committee, you came billed as a lady by the press, by the 
White House staff, as a lady who was, you have heard all the 
terms, but as Hillary’s blunt instrument, that you were the juicer 
and you were the juice. We heard all these descriptions of you, but 
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that you were all over the White House, in the middle of every- 
thing and knew everything. 

Now, I must say, when you come before us, I think I said before, 
you came somewhat as a lost lamb totally. You couldn’t remember, 
you didn’t remember, you didn’t know. A totally different approach 
from the reputation you brought, the history you had and how you 
had handled and conducted yourself prior to that as a tough, quick, 
sharp, accurate, told everything. 

Now before this Committee from day one, it has been “I don’t 
know, I don’t remember, I don’t know.” Would you tell us, are you 
trying to mislead the Committee? Are you leading us to — that you 
don’t know. Or were you always so vague in the White House that 
you just had them confused? Who is being misled? Where does 
Susan Thomases stand? That’s just the basic question I want to 
know. Which are you? Are you a lost lamb or the juicer? 

Ms. Thomases. Senator, I have no intention of misleading any- 
body. 

Senator Faircloth. I have no further questions at this point. 

Mr. Chairman. Mr. Chertoff. 

Mr. Chertoff. Ms. Thomases, I’m interested. You indicate to us 
that you told the Committee in your deposition on July 17th about 
your last meeting with Mr. Foster. Now, I assume you are referring 
to your testimony on page 127, where you indicated that over time 
Mr. Foster had expressed general concerns about the Travel Office, 
about the resources that would be necessary to handle the work. 

I Would you find me the portion that indicates that you had a meet- 
ing in the Mansion with Mr. Foster at his request a week before 
he took his life? 

Ms. THOMASES. No, the location of the meeting was not discussed 
or identified, but the substance of the meeting was, in fact, dis- 
cussed. 

Mr. Chertoff. In fact, Ms. Thomases, you never indicated that 
there was a specific last meeting which had been set up at Mr. Fos- 
ter’s request? 

Ms. Thomases. That’s correct. 

Mr. Chertoff. You did not indicate that? 

Ms. Thomases. That’s right. 

Mr. CHERTOFF. Let me now turn to another subject which is your 
activities during the campaign. We have a considerable number of 
your notes that you took down in February and March of 1992, 
when you were involved in assisting the campaign dealing with 
questions about Whitewater. Do you have those in front of you? 

Ms. Thomases. No, I don’t. 

Mr. Chertoff. Let me suggest that they be pulled. They are in 
the package we gave you. It is handwritten and it is tough to miss. 
Mr. Chairman. We are bringing a set down. 

Mr. Chertoff. To set a context for this, Ms. Thomases, you were 
asked to get involved in dealing with the issue of Whitewater in- 
quiries that were being raised by the press? 

Ms. Thomases. Yes. 

Mr. Chertoff. For how long in the campaign, for what period 
of time did you serve that function? 

Ms. Thomases. A relatively short period of time. 

Mr. Chertoff. A few weeks? 
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Ms. Thomases. Yes. 

Mr. Chertoff. Why did you stop serving that function? 

Ms. Thomases. Because I had recommended to them that they 
find an accountant to sort through this, which Jim Lyons did. 

Mr. Chertoff. And you passed it over to Jim Lyons? 

Ms. Thomases. I passed over all my materials to Jim Lyons. 

Mr. Chertoff. I want to direct your attention to certain pages 
of the notes and ask you to explain them. At the bottom of the 
notes are the various page numbers. Let me start with ST 23. Do 
you have that page? 

Ms. Thomases. Yes. 

Mr. Chertoff. This particular page is headed “February 20th.” 
What does this particular page of your notes reflect? 

Ms. Thomases. It reflects the notes that I was taking down when 
Loretta Lynch was talking to me on the phone. If you look at an 
earlier page. 

Mr. Chertoff. Who is Loretta Lynch? 

Ms. Thomases. She was the young lawyer who was gathering the 
materials in Little Rock. 

Mr. Chertoff. She was reporting to you by telephone? 

Ms. Thomases. Yes. 

Mr. Chertoff. In this particular passage, there is a kind of chro- 
nology. I take it this came from Loretta Lynch? 

Ms. Thomases. Yes. 

Mr. Chertoff. There is an entry for 1982. It says, “Rose Law 
Firm represents McDougal and he paid.” What does that reflect? 

Ms. Thomases. I don’t know except exactly what is written there. 

Mr. Chertoff. Am I right that there was an issue that arose in 
the campaign based on Mr. McDougal’s allegation that at some 
point in 1984, the President came by to see him and asked him to 
give legal work to Hillary Clinton? I should say the then-Govemor 
Clinton came by to see McDougal and asked him to give legal work 
to Hillary Clinton? 

Ms. Thomases. Could you repeat the question? 

Mr. Chertoff. Was one of the allegations or the issues that you 
were addressing in the campaign a statement by McDougal that in 
1984, Bill Clinton had come by his office to request that McDougal 
give legal work to Hillary Clinton? 

Ms. Thomases. I would have to go through my other notes be- 
cause I don’t — I don’t remember that off the top of my head. 

Mr. Chertoff. You don’t remember that issue? 

Ms. Thomases. Off the top of my head as part of my responsibil- 
ity. 

Mr. Chertoff. In fact, wasn’t that one of the most pivotal issues 
because McDougal was essentially saying that he had given legal 
work to Hillary Clinton as a favor to Bill Clinton? Wasn’t that one 
of the big issues in the campaign that reporters were raising? 

Ms. Thomases. I don’t remember it. If you will give me some 
time, I will try to look through my notes to see. But I don’t have 
much independent recollection of this. 

Mr. Chertoff. All right. Well, if you don’t remember that, we 
will move on to the next question. 

Ms. Thomases. If you want me to answer it, then give me some 
time. Maybe I can find you what you are looking for. 
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Mr. Chertoff. We will see if any more other passages here come 
to mind a little bit more easily. Then maybe we can take a break 
and you can review them. 

I want to go to page ST 39. This is headed “Questions for HC.” 
It says, “Gerth” in the upper right-hand comer. I take it this was 
a list of questions that Mr. Gerth was requesting you get answers 
to from Mrs. Clinton; correct? 

Ms. Thomases. It looks like that. 

Mr. Chertoff. I want to go two-thirds of the way down the page. 
In large letters you have written “Bill Kennedy and Carolyn Huber 
Cooperation Issue.” What was that? 

Ms. Thomases. I have testified before I don’t know specifically 
what that refers to. 

Mr. Chertoff. Do you know generally what it refers to? 

Ms. Thomases. Not really. 

Mr. Chertoff. Was there a concern about whether or not Ms. 
Huber would cooperate with the campaign in saying certain things? 

Ms. THOMASES. I don’t know whether it was say or give certain 
materials. I don’t know. 

Mr. CHERTOFF. You think there was a question in the mind of 
the campaign about whether or not Ms. Huber was withholding 
materials? 

Ms. Thomases. I don’t know. 

Mr. Chertoff. Let me move on to ST 43. It is headed “6/7/92. TC 
Bruce Lindsey.” That indicates this occurs in June; right? 

Ms. Thomases. Yes. I suspect that I misdated the page. 

Mr. Chertoff. Misdated in what way? 

Ms. Thomases. Because it is in a sequence of pages. They were 
all in order on my note pad and therefore 

Mr. Chertoff. You think this is March? 

Ms. Thomases. I think this is March. 

Mr. Chertoff. This is based on a telephone conversation with 
Bruce Lindsey? 

Ms. Thomases. Yes, that’s what it indicates. 

Mr. Chertoff. About a third of the way down the page, the fol- 
lowing passage appears. Actually let me begin at the beginning. 
“Re: BC’s comments.” I guess BC is Bill Clinton; correct? 

Ms. Thomases. Correct. 

Mr. CHERTOFF. “Not sure owned a bank when you started White- 
water, friends since 1966, real estate deals with people BC knew. 
No, all I did was lose money. J. McDougal said he want to buy 
them out one time. HC wanted an accounting before they sold it 
out.” Am I reading that accurately? 

Ms. Thomases. Pretty accurately. 

Mr. Chertoff. Did Mr. Lindsey tell you that Mr. McDougal 
wanted to buy the Clintons out at one time, but that Mrs. Clinton 
wanted to have an accounting before they sold out? 

Ms. Thomases. Could you repeat that? 

Mr. Chertoff. Did Mr. Lindsey tell you that Mr. McDougal 
wanted to buy the Clintons out at one time, but that Mrs. Clinton 
wanted to have an accounting before she sold out? 

Ms. Thomases. This is what my notes indicate. 

Mr. Chertoff. Were your notes an accurate reflection of what 
was said? 
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Ms. Thomases. I tried to accurately record what was told me. 

Mr. Chertoff. But you have no memory of this? 

Ms. Thomases. I have no independent memory of this. 

Mr. Chertoff. All right. Let me go to 

Senator Dodd. Now, Mr. Chairman, on this point regarding the 
McDougal issue. First of all, with all due respect, the issue of the 
campaign was it's the economy, stupid, as I recall. But the Pills- 
bury Madison & Sutro law firm looked at this allegation concerning 
the conflict in testimony between McDougal and Mrs. Clinton. And 
on pages 23 and 24 of their report, they reject for a number of rea- 
sons McDougal’s story. 

It is worth noting, Mr. Chairman, that after an independent 
analysis, the law firm identified, on page 24, at least three reasons 
why they believe that Mr. McDougal’s side of the story is not be- 
lievable. I think that should be noted. 

Mr. Chairman. I would also note that we are going to have the 
Pillsbury Madison people in Friday morning. 

Senator Dodd. I appreciate it. Thank you, Mr. Chairman. 

Mr. Chairman. I think we only have a few more minutes. 

Mr. Chertoff. I want to go to ST 46. There is writing on this 
page which is a page from a calendar, February 11, 1992. What 
does this writing reflect? 

Ms. Thomases. I must have written the notes on that page be- 
cause that was just available. I don’t think the date was relevant 
to my note. It was just I was flipped on that page, someone called, 
I took down the notes on there. 

Mr. Chertoff. What is the basis for these notes? I mean, it says 
here in the second paragraph, “John Latham, firm had not done 
anything for retainer, retained by Madison.” Then I can’t read the 
next two lines. Why don’t you read those? 

Ms. Thomases. “Latham.” I can’t read the next word either. 
‘That he was irritated.” 

Mr. Chertoff. Who told you that Latham had the view that the 
firm had not done anything for the retainer? 

Ms. Thomases. I don’t have any idea. 

Mr. Chertoff. So you don’t remember how you came by that no- 
tation; right? 

Ms. Thomases. I don’t know how I came by these notations. 

Mr. Chertoff. Now, I want to go to ST 47. This is a letter you 
received from Jeff Gerth of The New York Times. Are these mar- 
ginal notations your marginal notations? 

Ms. Thomases. Yes, it looks like my handwriting. 

Mr. Chertoff. Let me go to the third paragraph. This is ad- 
dressed to you. It says: 

You have said that Hillary recalls the Madison account being brought into the 
Rose Firm by Rick Massey. McDougal says that it came after a request from Mr. 
Clinton, who discussed it in Mr. McDougal’s office, mentioning the couple’s need for 
financial help. 

Off to the left you have a little notation, “BC has no recollection.” 
Where did you get that from? 

Ms. Thomases. I have no idea. 

Mr. Chertoff. Did it come from Mr. Clinton? 

Ms. Thomases. I have no idea. 

Mr. Chertoff. Would you read us the rest of that section there? 
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Ms. Thomases. Which section? 

Mr. Chertoff. Right below “BC has no recollection” in your own 
handwriting. 

Ms. Thomases. “What McDougal” I really cannot read my own 
handwriting. I don't know where the original is of this. 

Mr. CHERTOFF. What about next to Arabic numeral 2 where it 
says, “Henley BC said not” and I can't read the last word. Can you 
read your handwriting there? 

Ms. Thomases. I can't read it. 

Mr. Chertoff. How did you come by information that Susan 
McDougal's brother, one of the Henleys, was present during this? 

Ms. Thomases. Looking at this copy, it says, “McDougal's broth- 
er-in-law. No. 1, Clinton never had anything. No. 2, Henley BC 
said not” whatever that word is that I can't read. 

Mr. Chairman. No recollection. 

Ms. Thomases. Maybe it was “reco.” And No. 3, there is nothing 
written there. 

Mr. Chertoff. Now where did you get this from? 

Ms. Thomases. I have no idea. 

Mr. Chertoff. Did you discuss with Mr. Stuart your various ac- 
tivities during the course of the campaign during this period we 
have been examining in this round in terms of tracking down infor- 
mation about Whitewater? 

Ms. Thomases. No. 

Mr. CHERTOFF. So whatever Mr. Stuart wrote in the book con- 
cerning your activities during the campaign did not come from you? 

Ms. Thomases. No. Correct, it did not come from me. 

Mr. Chertoff. I see my time is up, Mr. Chairman. 

Mr. BEN-VENISTE. Let me just cover a couple of issues and we 
will cede back the rest of our time. 

Obviously, while this may seem to be a big campaign issue for 
the 1992 election in Mr. Chertoff's questioning, from your stand- 
point I take it the question of whether Mr. McDougal somehow re- 
sponded to a request by the President in sending work in the grand 
amount of $22,000 of legal business, which was all performed by 
the Rose Firm in a way that the Pillsbury investigation and the 
RTC concluded as being innocuous, appropriate and above board, 
and appropriate legal work, was not a significant issue of the 1992 
election campaign. 

Ms. Thomases. Correct. 

Mr. Ben-Veniste. The question of Mr. McDougal's recollection, I 
guess it needs to be put into some kind of context, because every 
time I read about it in the newspaper, somehow the ellipse between 
the time that Mr. McDougal first claimed to remember this than 
contact with the President and the actual request to perform legal 
services is never mentioned, which is perhaps the most striking cir- 
cumstantial reason to disbelieve that Mr. McDougal was accurate 
when he first made the statement of his recollection which he has 
since clarified and I think rejected. 

The point is that Mr. McDougal, when he first talked about 
President Clinton jogging over to his office, remembered that it was 
a sweltering day in August of I guess it was 1984 when he claims 
the President asked about legal work or he offered legal work and 
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the President thought it was a good idea, whatever version you 
want to take. 

But the important point is that according to our investigation, 
the only legal work that was performed was originated in April, ac- 
tually, toward the end of April 1985, so that you would have, if Mr. 
McDougaTs recollection was then accurate, a 9-month gestation be- 
tween the planting of the seed of this idea of legal work and the 
request to actually perform legal work, which is rather farfetched, 
would you not agree? 

Ms. Thomases. I agree. 

Mr. Ben-Veniste. So that the whole idea whether this was im- 
portant or unimportant to the campaign, the notion of the nexus 
between the legal work in the Rose Law Firm has been explored 
in minute detail, not only by this Committee but by the RTC 
through a $4 million study that it commissioned, which included 
the Pillsbury Madison firm and its report. 

So that all this questioning about Mr. McDougaTs version of the 
origination of these legal fees seems at this point to have been ex- 
haustively examined. People can make up their own mind, as the 
Pillsbury firm has and as the RTC has, in accepting Pillsbur^s 
conclusions, that it is unlikely that Mr. McDougaTs initial recollec- 
tion of these events was accurate. It doesn't make him a bad per- 
son, but people remember things differently after the passage of 
time. And clearly in Mr. McDougaTs case, having had heart sur- 
gery and the severe bout with manic-depressive illness, it is not en- 
tirely unexplainable. 

But there is the record, and the only other thing I would want 
to clear up is I think perhaps Senator Faircloth misspoke when he 
questioned you about a July interview by the FBI which would 
seem to suggest that you were interviewed in the days or weeks fol- 
lowing Mr. Foster's suicide. Indeed, the report that we have been 
discussing occurred on the basis of a telephone interview of you 
June 14, 1994, 11 months after Mr. Foster's death. I think the 
record should be clarified in that regard. Is that correct? 

Ms. Thomases. That's correct. 

Senator Sarbanes. Ms. Thomases, I just want to be clear on one 
thing. These notes that you were being questioned about, which 
seem to be dated beginning February 20th and running through 
mid-March 1992, there is one note, and I take it you say the one 
page, the date is just wrong? It says 6/7 and it should be 3/7, I as- 
sume, from the chronology? 

Ms. Thomases. Yes. 

Senator Sarbanes. The last one you think you were just making 
notes using that message pad and date book from your telephone 
directory; is that right? 

Ms. Thomases. Yes. It was just in front of me when someone 
must have been talking to me, so I just scribbled what was being 
said in there. 

Senator Sarbanes. You have no independent recollection about 
these matters, now some 4 years later? 

Ms. Thomases. Correct. 

Senator Sarbanes. So what you are testifying is on the basis of 
what you wrote down here in your notes; is that correct? 

Ms. Thomases. Yes, Senator. 
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Senator Sarbanes. Thank you. 

Mr. Ben-Veniste. Just to put a cap to that, these notes were 
turned over by you last fall to this Committee? 

Ms. Thomases. Yes. 

Mr. Ben-Veniste. These were not destroyed or lost or mutilated. 
These were your notes, and whatever is in them you have acknowl- 
edged you wrote at the time, more or less contemporaneous with 
the event, and you have turned them over pursuant to this Com- 
mittee’s request? 

Ms. Thomases. Absolutely. 

Mr. Ben-Veniste. We would cede back our time. 

Mr. Chairman. Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Let me conclude by just addressing these last couple of points. 
I think, Ms. Thomases, in fact, you — I mean, you are a bystander 
on this issue. The record is really far from clear that Mr. 
McDougal’s original rendition of how it is that the Rose Law Firm 
came to be hired is incorrect. In fact, we will explore that very 
issue here on Thursday, and I think I can predict with some degree 
of confidence that there is a considerable amount of evidence that 
supports the notion that Mr. McDougal did, in fact, decide to take 
steps to help the Rose Law Firm in the fall of 1984, not in April 
1985, that the account that we originally heard from Mrs. Clinton 
about her involvement in bringing the work in, I think, is inconsist- 
ent with some of the evidence of records concerning the course of 
dealings between the Rose Law Firm and Mr. McDougal. 

I think that, in fact, what is going to emerge is that there are 
witnesses that this $4 million group of Pillsbury attorneys never 
talked to who would have shed a considerable amount of light on 
the events about which they offered very firm opinions, and, of 
course, we will examine them at some point and determine why it 
is that they didn’t see fit to talk to some of the witnesses with per- 
tinent information. 

We, however, when we reach a final conclusion within a few 
weeks, will have the benefit of talking to these additional wit- 
nesses, people who were affiliated with the Bank of Kingston, 
which was Mr. McDougal’s first bank, as well as some other people. 

In particular with respect to you, Ms. Thomases, I would like to 
direct your attention to the last couple pages of your notes, ST 46 
and ST 47. In ST 46, and this really goes to the heart of this issue 
about whether one can assume that the payments to the Rose Law 
Firm began in April 1985, when legal work started to be per- 
formed. It appears from the notes you have here that you had some 
information from some source that Mr. Latham was annoyed be- 
cause the firm hadn’t done anything for the retainer. That seems 
to suggest that perhaps there was a lag time between the time 
money was paid and the time the work was performed. Again, I 
want to ask you, do you remember the source of that information? 
Ms. Thomases. No. 

Mr. Chertoff. Finally, Ms. Thomases, I would like you to go to 
the letter from Mr. Gerth on ST 47. In the next to last paragraph 
on that page, Mr. Gerth writes to you as follows: 

As I told you last week, McDougal asserts that his wife is out $40,000 and he 
says his losses are somewhat greater than that. He has not produced any document 
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to back that up, but the documents I have reviewed suggest he was subsidizing 
Whitewater through loans and payments to a far greater extent than the Clintons. 
Can I see any other documents you have on this issue? 

Next to that in the right-hand margin, what did you write? 

Ms. Thomases. “Call Jim Guy Tucker.” 

Mr. Chertoff. Why on earth would you want to call Jim Guy 
Tucker to ask him a question about Whitewater? 

Ms. Thomases. I don’t know. 

Mr. Chertoff. Did someone tell you to do it? 

Ms. Thomases. I don’t know. 

Mr. Chertoff. Did you do it? 

Ms. Thomases. No, I did not do it. 

Mr. Chertoff. You remember not doing it? 

Ms. Thomases. I don’t believe I spoke to Jim Guy Tucker. 

Mr. Chertoff. Did Mr. Clinton tell you to talk to Mr. Tucker? 

Ms. Thomases. I don’t know. 

Mr. Chertoff. Well, let me see if I can 

Ms. Thomases. Can I look at my records? 

Mr. Chertoff. I am going to direct you to your records. Look at 
ST 36, toward the bottom of the page. 

Ms. Thomases. Just a second. I need to have my lawyer show 
me a clearer copy. 

Mr. Chertoff. Do you have it? 

Ms. Thomases. Yes. 

Mr. Chertoff. It is dated 2/22/92 and right before the entry for 
2/27/92, it says in your handwriting, “Have Gerth call Tucker, BC 
told me to call Tucker.” BC is Bill Clinton? 

Ms. Thomases. Yes. 

Mr. Chertoff. Does that help you understand that Bill Clinton 
told you to call Jim Guy Tucker? 

Ms. Thomases. That’s what the note says. 

Mr. CHERTOFF. And the note’s in your own handwriting? 

Ms. Thomases. Yes. 

Mr. Chertoff. So it must be true? 

Ms. Thomases. It must be true that I wrote it down. 

Mr. Chertoff. It must be true that Mr. Clinton told you to do 
that. You didn’t make it up, right? 

Ms. Thomases. Correct. 

Mr. Chertoff. You had not reason to lie to your own notes? 

Ms. Thomases. That’s right. 

Mr. Chertoff. My question is this: Why on earth would you be 
calling Jim Guy Tucker about questions relating to Whitewater? 

Ms. Thomases. I don’t know, and I don’t remember calling Mr. 
Tucker. 

The Chairman. The Committee stands in recess. 

Senator Sarbanes. Mr. Chairman, could I ask our schedule for 
the rest of the week, if Counsel could just run through the that, 
I would appreciate it. 

Mr. Chertoff. Tomorrow, we have Mr. Norton and Mr. James, 
who are going to be testifying on some of the tax issues, and some 
of the issues involving the Clintons’ investment in Whitewater. 

On Thursday, we will be having witnesses who will testify about 
the manner in which the Rose Law Firm was retained and the cir- 
cumstances of that. 
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Senator Sarbanes. That’s a panel of four witnesses? 

Mr. Chertoff. Several witnesses. I don’t remember off the top 
of my head, I think it’s four. Then on Friday morning, we will have 
the Pillsbury people. 

Senator Sarbanes. Next week? 

Mr. Chertoff. That’s as far as we’ve gotten. 

The Chairman. We have not scheduled anything yet. 

Senator Sarbanes. We don’t have anything scheduled yet. 

The Chairman. Not at this time. 

Senator Sarbanes. I thought we had Hale scheduled. 

The Chairman. We have not had a response, nor have we, either 
in writing or by any way of telephonic communication. As soon as 
we do, we will share that immediately. We have a letter out there, 
as you know, but we just have not had any response. Maybe Coun- 
sel, later today, or tomorrow, will take that question up with Mr. 
Hale’s lawyer as to whether he will be coming in. 

Mr. Chertoff. Well, as to whether he will claim Fifth Amend- 
ment privileges. And I just have no way of knowing. 

Senator Sarbanes. Tomorrow we are going to meet at 9:30, not 
10:00 a.m.? 

The Chairman. Yes, 9:30 a.m. 

We stand in recess. 

[Whereupon, at 12:45 p.m., the hearing was recessed, to recon- 
vene at 9:30 a.m. on Wednesday, May 15, 1996.] 

[Appendix supplied for the record follows:] 


3080 


Z Z3CB5. 






Utf^— 





m 





- fjj. M (Tzfe/ 






....M&i u£_ . ..'. 

0 / a ) dM-^t ojjm4 ^^ ... 


CGE 009X16 


3081 


FDW2 (Rt* 1 10 121 



FEDERAL BUREAU OF INV^ IGATION 


Dai* M tratucnpnon 


6/16/94 


SUSAN P. THOMASES , was contacted i>y telephone at the 
law firm of WILLKIE, FARR, and GALLAGHER, 1.3 East 53rd Street, 
New York, New York where she is employed as an attorney and a 
partner. After being advised as to the official identity of the 
interviewing agent and the nature of the interview, Ms. THOMASES 
provided the following information: 


She resides at , New York, New York, has 

a non-Dublished home telephone number, 


She works 

the majority of her time in New York City but with her firm 
having had an office in Washington, D.C. since 1901, she 
routinely comes to Washington on Wednesdays and returns to New 
York on Thursday evenings. She is the managing partner of her 
firm's Washington, D.C. office. 


She first met VINCENT FOSTER, JR. in Arkansas during 
1976 through her friends BILL and HILLARY CLINTON'. She served 
with HILLARY CLINTON on the Children's Defense Board and has 
known both HILLARY and BILL CLINTON for approximately 20 years. 
She regarded VINCENT FOSTER as a friend although 9he only saw him 
approximately once or twice a year during the period 1976 through 
1991, when she would visit the CLINTONS and/or come to Arkansas 
on business. 


In July, 1991, she moved to Arkansas to begin working 
full time on BILL CLINTON'S Presidential campaign. During the 
entire campaign, she was in charge of daily scheduling for 
CLINTON and for campaign events. She continued this work on a 
part-time basis throughout the transition period from the BUSH 
administration to the CLINTON administration handling scheduling 
matters for the newly elected President. Toward the end of the 
transition period in December, 1992, she returned to her law 
practice in New York and Washington. Since she had met many 
volunteers during the CLINTON campaign who took positions with 
the new administration, she often visited with them during her 
weekly trips to her Washington. D.C. office. She therefore 
during the campaign, transition, and the first six months of the 
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CLINTON administration, got to know VINCENT FOSTER fairly well. 

She last saw VINCENT FOSTER on Wednesday or Thursday 
before his death. She believes that they had lunch together with 
some other people in Washington. She recalls him mentioning he 
planed to take a weekend trip to the eastern shore of Maryland. 
She noted no change in his demeanor or physical appearance but 
was aware that he was working very hard and was under 
considerable pressure. His death came as a complete shock. to her 
and she can offer no reason or speculation as to why he may have 
taken his life. 


Ms. THOMASES continues to regard HILLARY and BILL 
CLINTON as friends and visits with them from time to time when 
she is in Washington. 
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House. He seemed to consider the suggestion, but apparently never 
took her advice. 

On July 11, Foster was again complaining to his wife about the 
travel office, which he was convinced would lead to congressional 
. hearings. He called James Lyons, who’d handled Whitewater dur- 
ing the campaign, for advice on Travelgate, asking him to come 
to Washington. Lyons agreed to meet with Foster the following 
Wednesday, July 21. But Foster again told Lisa that he intended to 
resign. Lisa told him she was tired of hearing about it, and sug- 
gested he write down what was bothering him. He should take the 
offensive, she said, and defend himself. 

Foster went upstairs. Taking a pen and a piece of yellow legal 
paper, he wrote: 

“I made mistakes from ignorance, inexperience and overwork 

“I did not knowingly violate any law or standard of conduct. 

“No one in the White House, to my knowledge, violated any 
law or standard of conduct, including any action in the travel office. 
There was no intent to benefit any individual or specific group. 

“The FBI lied in their report to the AG. 

“The press is covering up the illegal benefits they received 
from the travel staff. 

“The GOP has lied and misrepresented its knowledge and role 
and covered up a prior investigation. 

“The Ushers Office plotted to have excessive costs incurred, 
taking advantage of Kald and HRC.* 

“The public will never believe the innocence of the Clintons 
and their loyal staff. 

“The WSJ editors lie without consequence. 

“I was not meant for the job or the spotlight of public life in 
Washington. Here ruining people is considered sport.” 

After the exercise, Foster’s mood seemed to brighten. He said 
to Lisa, “I haven’t resigned yet. I’ve just written my opening argu- 
ment.” 

The following Wednesday, Susan Thomases was in the White 
House, as had become her weekly custom, and dropped by to see 

’ The reference apparently refers to redecoration of the White House by the ushers office 
and Kaki Hockersmith , the Clintons' decorator from Little Rock. 
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Nussbaum. She was worried about Foster. As someone who saw 
him less, the change in his appearance and demeanor was more 
noticeable. “How is he?” Thomases asked about Foster. “Has he 
relaxed?” 

Nussbaum was feeling good about progress on Ruth Ginsburg 
for the Supreme Court and Louis Freeh for the FBI. “We’re feeling 
good,” he said. “This is coming together.” 

Thomases wondered if the “we” really included Foster. “Help 
take the weight off his shoulders,” she said. “You’ve been focusing 
on Ginsburg, and Vince is carrying the load.” 

“I’m going to get Vince the help he needs,” Nussbaum said, 
acknowledging that they were all overworked. “Let’s get through 
this first. It will be calmer.” 

Earlier, Foster had turned to Thomases to express frustration 
over the travel office report, and, like many in the White House, 
she had become something of a confidante. Now she tried to reas- 
sure Foster, but he said he needed to talk to her “off the campus,” 
somewhere they wouldn’t be seen. Thomases suggested 2020 “O” 
Street, a private rooming house where she herself sometimes stayed 
in Washington. 

When Foster arrived that evening, Thomases thought he 
looked a little better. He looked around the house and seemed 
amused by its garish Victorian decor. He mentioned that he and 
Lisa were going to get away for the weekend. But then he began to 
unburden himself. 

He mentioned how overworked he was and how he lacked the 
time and the support staff he was used to in Little Rock. If he didn’t 
get more help, he said, he was afraid he’d “let the president and 
Hillary down.” Predictably, he brought up the travel office affair, 
adding that he didn’t trust David Watkins, who he feared might 
fabricate or embellish the facts to cover himself — possibly at the 
expense of the first lady. And he indicated he was homesick, not just 
for Little Rock, but for the quieter, predictable life he had there. 

But then the conversation took a curious turn. One thing he 
had not missed about his life in Little Rock was Lisa, his wife. The 
marriage had not been what he’d hoped for, and it hadn’t been for 
years. He had to make all the decisions in the family. She was 
completely dependent on him, and this had become a burden. He 
found he couldn’t confide in her. Lisa’s recent arrival in Washington 
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had brought this to the fore, just when Foster himself needed some- 
one to lean on. 

Thomases didn’t know what to say. Foster seemed calm, digni- 
fied — but infinitely sad. 

The next night Foster complained to Lisa that his heart had 
been pounding, and on Friday he had his blood pressure checked 
at the White House. Two readings were taken, and both were 
normal. After Foster told her the results, Lisa suggested he call 
their family physician in Little Rock. 

The same day, Foster called his sister Sheila Anthony, and told 
her he was depressed. His voice, she thought, sounded tight and 
strained. She herself had suffered from depression, and she offered 
to help. She gave him the names of three psychiatrists he might 
contact, and offered to call any of them on his behalf. Foster said 
she should wait; he wanted to think about talking to a psychiatrist 
over the weekend. He said he hadn’t yet obtained his White House 
security clearance (one of many administrative procedures far be- 
hind schedule in the Clinton White House) and he was afraid that 
if he had to answer that he was under the care of a psychiatrist, it 
would be denied. Still, Foster did call one of the psychiatrists men- 
tioned by his sister, once at 12:41 p.m. and again at 1:24, each time 
taking the precaution of charging the calls to his home phone. 
The psychiatrist wasn’t in; apparently Foster reached the answering 
machine but left no message. 

That afternoon, Foster and Lisa drove to the Eastern Shore of 
Maryland for dinner. Foster seemed in an even darker mood than 
earlier in the week, and was again talking about resigning. “Do you 
feel trapped?” Lisa asked him. Tears welled up in his eyes, and he 
began to cry. Though he wanted to quit immediately, Lisa urged 
him to finish the year, then stay in Washington until their son could 
graduate from high school. 

It turned out the Hubbells were also on the Eastern Shore that 
weekend, staying with Michael and Harolyn Cardozo, friends of 
the Hubbells. They invited Vince and Lisa to join them for dinner 
Saturday and to return for the day on Sunday. Tennis pro Nick 
Bollettieri, a friend of the Cardozos, was also visiting, and Lisa was 
excited at the prospect of taking a tennis lesson with him. Lisa also 
got to play with Pam Shriver, the tennis star, but Foster didn’t come 
to watch the match. That evening and the next day, Hubbell and 
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we’d be supportive of each other and we’d work together, and we 
would laugh together, and we would play together, and we would 
always keep in mind our mission, which is to protect the interest of 
our client, our wonderful client, the president of the United States 
and the other people in the White House.” 

Finally President Clinton came to the microphone. Speaking 
of Foster, he reminded his staff that “When I started my career in 
Arkansas politics, he was there to help me. When I decided to run 
for attorney general, he was the first lawyer in Little Rock I talked 
to about supporting me. When the Rose Law Firm hired Hillary 
after I moved to Little Rock, Vince Foster and Webb Hubbell 
became her closest friends.” 

Then he reiterated points raised by McLarty, making them 
more forcefully. “I want you to think about the following: in the 
first place, one can never know why this happened. Even if you had 
a whole set of objective reasons, that wouldn’t be why it happened, 
because you could get a different, bigger, more burdensome set of 
objective reasons that are on someone else even in this room. So 
what happened was a mystery about something inside of him.” 

Clinton concluded by emphasizing the need for discretion. 
“And the last thing I want to say is that Vince Foster spent a lifetime 
knowing when not to put himself first. And maybe he did that too 
much. But he had an extraordinary sense of propriety and loyalty, 
and I hope that when we remember him and this, we’ll be a little 
more anxious to talk to each other and a little less anxious to talk 
outside of our family. We’ll be a little more concerned about how 
we can help one another look good and achieve one another’s goals, 
rather than how we might pursue our own objectives at the expense 
of someone else here. Those are the kinds of things that he would 
never have done.” 

Despite the president’s admonitions, trying to stem talk and 
conjecture about a suicide in the White House was futile, human 
nature being what it is. The audience filed out quietly, but most 
work in the White House all but came to a halt, 
g) Susan Thomases arrived just as the meeting was breaking up, 
and met with the president later that afternoon. He said he still 
could hardly believe it, that he was taken totally by surprise. Thom- 
ases said she had had an inkling, then told him in detail of her 
meeting with Foster the previous week Clinton said that if he’d 
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known, he would have dragged Foster over for the movie and would 
have tried to cheer him up. 

Even though virtually everyone in the White House, from the 
president on down, had by now heard some accounts of Fosters 
depression, the official line remained that Fosters death was unfath- 
omable. Foster himself had been such a private person that it 
seemed unseemly to mention anything so personal, and everyone 
in the White House was eager to spare the Foster family any em- 
barrassment. McLarty briefed the press that afternoon, emphasiz- 
ing that, “Try as we might, all of our reason, all of our rationality, 
all of our logic, can never answer the questions raised by such a 
death.” Meanwhile, Lisa and other members of the Foster family 
retained James Hamilton, the Clinton campaign lawyer who’d han- 
dled some early Whitewater inquiries, as the family lawyer. Aside 
from the Arkansas contingent, people in the White House didn’t 
know Lisa all that well, and there was concern she might be a “loose 
cannon.” But Hamilton, too, did all he could to cut off inquiries, 
emphasizing that Foster had been a victim of a disease, depression, 
that had struck him at random. He rebuffed press efforts to speak 
to Lisa, emphasizing the family’s interest in privacy'. (No one ap- 
pears to have raised any questions about the propriety of a Clinton 
campaign lawyer representing the Foster family.) 

When Nussbaum returned to his office, the Park Police offi- 
cers were waiting. “What are you doing here?” Nussbaum asked, as 
if he’d forgotten the entire earlier meeting. They reminded him 
that they w anted to search Foster’s office, and that he’d promised 
to check with the attorney seneral. But Nussbaum was already 

• W * 

hearing concerns about the search from McLarty and others in the 
White House. He didn’t feel ready to let them go ahead, and later 
he suggested they return the next day at 10 a.m. Meanwhile, they 
could schedule interviews with people in the office, but he wanted 
lawyers present. The police officers were furious, both at their 
thoughtless treatment, and the way the investigation was being 
handled. It was becoming clear to them that the entire investigation 
would now be tightly controlled by the White House. 

When Nussbaum had first talked to McLarty about letting the 
Park Police conduct their investigation, he’d said he was inclined 
to let them in to do their search. But McLarty had had reservations, 
and now concerns started pouring in to Nussbaum. Bill Burton, 
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|6) July the 21st. and then come to Washington as you 


list Ms. Thomases. Good morning. 

1191 Mr. BeD-Veniste. May I ask you how it was that you 
|20| learned that Vince Foster has died? 

|2l| Ms. Thomases. I was home in my apartment in New 

York. 

1221 and Hillary Clinton called me. 

I23| Mr. Ben-Veniste. What do you recall about that 
|24| conversation? 

|25| Ms. Thomases. It was very sad. She told me that 
Vince 
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1 1 1 had takeo his life. We went through a period of 
talking 

|2| about bow sad we felt. We then talked about how 
hard it was 

|3| going to be. not only oo his wife but oo his three 
childreo. 

|4| That is what we talked about. 

|3) Mr. Ben-Veniste. In that conversation, did anything 
|6| come up with respect to any coatents of Viocent 
Foster's 

|7| office? Any files? 

HI Ms. Thomases. Absolutely not. It was not that kind of 
i9| a conversation. 

|I0| Mr. Ben-Veniste. Now in that conversation. 1 believe 
1 1 1 1 you have indicated that Mrs. Clinton knew of your 
practice 

1 12) to come to Washington on a regular basis on each 
Wednesday? 

|13| ‘is that correct. 

1 1 4 1 Ms. Thomases. That's correct. 

1 15 1 In fact, she asked me specifically whether I was 
going 

l let to be going to Washington the next day. and I said to 
her I 

1 1 7| was not able to go early because I had some work 
thst I had 

1 18| to complete with respect to my practice which 
required that 

1 19| I go to my New York office on Wednesday morning, 
but as coon 

1 20) as that task was completed that I would -it was m\ 
plan to 

121) go to Washington for some other business that I 
needed to do 

1221 that day ano that. yes. I would be in Washington. 

|23| Mr. Ben-Veniste. And at approximately what time did 
you 

|24| arrive in Washington? 

I23| Ms. Thomases. Some time after two o’clock in the 
Page 75 

HI afternoon. 

|2| Mr. Ben-Veniste. So it is fair to say that there was 
!3| nothing in the conversation between you and Mrs. 
Clinton 

|4| that caused you to revise your plan to work in your 
office 

151 in New York. I take it. during the morning that 
Wednesday of 


had 

|7| planned to? 

1 1 1 Ms. Thomases. There was nothing in my 
conversation with 

|9| Mrs. Clinton that suggested that 1 should, and I could 
not 

|I0| because I had an obligation in another area. 

|ll| Mr. Ben-Veniste. And what was the request that was 
made 

|12| of you by Mrs. Clinton once you came to Washington 
in that 

1 13 1 initial conversation? 

1 1 4 1 Ms. Thomases. Hillary Clinton asked me to 
please— she 

|15| said to me-she asked me if I had inteoded to go to 
the 

1 16) White House. I said I thought that I might stop by 
there 

1 1 7 1 and see bow people were doing. 

|lt| She said, would you please find out when my 
husband, the 

1 1 9 1 President, is going to be there and please be sure to 
see 

|20| him; and. also please be sure to talk to Maggie 
Williams to 

|2 1 1 see if she were okay. 

|22| Mr. Ben-Veniste. What did you do once you arrived in 
1231 Washington? 

|24i Ms. Thomases. Since I didn't have to be at my 
[251 Washington office until close to four o'clock. I went 
Page 76 

HI immediately to the White House to see if the 
President were 

|2| available, which I didn't know, and to talk to Maggie. 

1 3 1 Mr. Ben-Veniste. And did you talk to the President? 

|4| Ms. Thomases. I did not talk to the President at that 
|5| time. I came beck to the White House after I 
completed my 

|6| work at my Washington office and saw him at that 
time. 

|7| Mr. Ben-Veniste. Later on in the afternoon or early 
|S| evening? 

|9| Ms. Thomases. Yes. in the early evening. 

1 101 Mr. Ben-Veniste. What was the substance of that 
I ill conversation? 

1 121 Ms. Thomases. It was more reviewing again our 
sense of 

1 13 1 helplessness and sadness that we had not been as 
sensitive 

1 14| as we might have been to what we then believed was 

a 

1 1 5 1 tremendous amount of pain that Vjoce must have 
been io. 

1 1 6 1 We talked about that. He was very specific about how 
he 

1 1 7| had had a conversation with Vince and had intended 
j to have 

I III him ai the White House, and we each talked about 

1 
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1 19| opportunities in which we could have in (act perhaps, 
had we 

1201 known of the problem, done something. 

1211 Mr. Bcn-Veniste. Did in this conversation you had 
with 

1221 President Clinton any question arise with respect to 
the 

1231 contents of Mr. Foster's office? 

|24| Ms. Thomases. Nooe whatsoever. 

1231 Mr. Ben-Veniste. Who else did you see that day? 
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HI Ms. Thomases. I saw numbers of people who were 
milling 

121 around the White House sort of coming to terms with 
(heir 

|3| feelings about Vince s death. 

|4| It was sort of like being at a wake. I can't 
IS) specifically (ell you who I saw and who 1 talked to. I 
did 

I6| not initially see Maggie when 1 first went to the White 
|7| House that day. 

HI Mr. Ben-Veniste. Did you learn that President Clinton 
|9| had assembled the White House staff and spoken to 
(hem as a 

1 10| group in terms of trying to console (hem in their 
grief? 

I u I Ms. Thomases. Yes. 1 had learned that. I in fact 
1 121 regretted that I had arrived too late to be there to 
hear 

[I3| his statement, and also to bear Mack speak. Mack 
Me Larry 

1 14| speak. I did regret that I was not there because it 
sounded 

1 1 3 1 as if it was sort of a memorial meeting that gave some 
1 16| solace. 

1 1 7 j Mr. Ben-Veniste. Did you understand that Mr. 
Nussbaum 

1 1 8 1 also spoke at (hat meeting? 

||9| Ms. Thomases. So I was told. 

I20| Mr. Ben-Veniste. Now do you recall who else you saw 
i2li that day** 

1221 Ms. Thomases. 1 know that it is hard to imagine-l 
|23| think the only people that I specifically remember 
seeing. 

i24| because I was so focused on seeing the President, 
were I 

1231 stopped by and saw some of the young women who 

had worked 
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HI for me during (he campaign who I knew would have 
been rather 

121 upset at the idea of a suicide. 

13 1 I don t really remember specifically. I mean, for 
|4| example. I am sure I wanted to see Bruce but I 
actually do 

(3[ not specifically remember seeing Bruce, 
i o i Mr Ben-Vemste. Now let' < go to the following day 
i7| Did you have a conversation with Mr. Nussbaum on 
the .morning 


j |i| of the 22nd? 

|9| Ms. Thomases. Yes, 1 did. 

1 101 Mr. Ben-Veniste. And that is a conversation that you 
j|ll| have described in some detail? 

I (21 Ms. Thomases. Yes. 

I 1 131 Mr. Ben-Veniste. Did there come a time when you 
had a 

I 1 1 4 1 follow-up conversation with Mr. Nussbaum in terms 
j of the 

! 1131 procedure that was employed for the review of the 
document? 

| llt| Ms. Thomases. I think I spoke to him not necessarily 
j 1 17| chat day but at some subsequent time in which be 
l told me 

j 1 1 S| that be felt that it had goae pretty well, but I don't 
* think 

| 1 19| it was necessarily on that day. 

; |20| Mr. Ben-Veniste. Now. Ms. Thomases, you were 
| asked 

121 1 about whether there was some other writing than the 
’ one that 

; |22| we have all been talking about over these four weeks 
of 

|23| hearings that was found but never disclosed. 

, |24| You have answered that question in the aegative. 
j 1231 Let me ask you whether you have any knowledge 

from any 
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HI sr -rce that any document or writing whatsoever from 
Mr. 

, 12| Foster s office was either destroyed or obfuscated or 
hidden 

13 1 in some way from the investigators? 

|4| Ms. Thomases. I have no knowledge of any 
document that 

|3 1 was hidden or not disclosed to the investigators. 

|6| Mr. Ben-Vemste. Mr. Lindsey, let me ask you the 
same 

|7| question, sir. Do you have any knowledge from any 
source as 

|S| to whether any document in Mr. Foster’s office was 
I9| obliterated, destroyed, shredded, or otherwise made 
1 10) unavailable to the police in connection with the 
request 

HH that they had made? 

1121 Mr. Lindsey. No. sir. I do not. 

H 3 1 Ms. Thomases. I would just like to say. I don't know 

I M| that e\ cry thing was made available to them. I just 
don't 

I(3| know that anythiag was d. troyed or obliterated. 

(I6| Mr. Ben-Vemste. Well that was my question- 
M7| Ms. Thomases. Yes. 

I I ai Mr. Ben-Veniste. -Ms. Thomases, whether you have 
1 1 9i know led ge-not direct knowledge: that was not the 
limitation 

1201 of m> question, so that you understand ic-whether 
\ ou have 

121 1 knowledge from any source, direct or indirect, ax to 
whether 
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|4| Senator Faircloth. You couldn’t get her. What did you 
131 want to talk to her about? 

1 6 1 Ms. Thomases. 1 wanted to find out how she was 
doing 

[7) and how she was feeling. She and Vioce had 
become very 

|8| close, and 1 was as her friend. I was concerned that 
she , 

|9 1 would be upset. 

1 101 Senator Faircloth. Maggie Williams testified that 
III! Hillary Clinton called her three times, including a call 
, i2| prior to Maggie Williams going to the White House, 
and a 

1131 call immediately after Maggie Williams returns from 
the 

1 1 a | White House. 

,, 5 , As you know, a Secret Service agent has testified he 
saw 

1 16| Maggie Williams removing documents from Mr. 
Foster’s office 
I Hi that night. 

I in Ms. Thomases, did Hillary Clinton every discuss 
Maggie 

■ * 9| Williams, or documents, or removing them, or in any 
way 

1201 discuss Maggie Williams, documents, sending 
Maggie Williams 

12 1 1 to the White House that night, or what she talked to 

Maggie . 

1221 “ Williams about in those three straight calls-in any 

123 1 now? Did you ever discuss with the First Lady why 
she spent 

1241 three calls on probably the most traumatic day of her 
life 

123 1 to one woman. Maggie Williams? 
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III The Secret Service has testified that they saw 
Maggie 

I2| Williams bring in a stack ot documents out of the 
office. 

13 1 Has the First Lady ever discussed that with you in 
any 

hi *=. v ° . . 

151 Ms. Thomases. The First Lady has never discussed 
that 

,61 with me in anyway. The First Lady never discussed 
any 

|7, documents with me on the night of Vince Foster s 
death, or 

I s | in the days immediately thereafter. 

(91 Senator Faircloth. Did you discuss your appearance 
here 

,101 today with Hillary Clinton? 

, U I Ms. Thomases. 1 did not discuss my opinion-my 
I • 2 1 appearance here today with Hillary Clinton. 

1 13| Senator Faircloth. Ms. Thomases, with respect to 
your 

1 1 4 1 relationship with thr Clinton s, would you tell me 


when was 

1 15] the first time you represented the Clintons either 
together 

I i6i or separately in your capacity as an attorney? 

1171 Ms. Thomases. The first time Ihad any professional 
lilt dealings, when they had asked for my advice, was 
when 

1 1 9 1 Hillary Clinton worked at the Rose Law Firm. 

I20| Senator Faircloth. Would you tell us what matters you 
1211 discussed with the Clintons? What was the advice? 

What 

1221 did you need their advice on. what it was? 

1 23 1 Ms. Thomases. As 1 said earlier today, sir. I gave 
124, Hillary Clinton and some of the other people at the 
Rose 

1 25 1 Law Firm some accounting advice as to how they 

could set up 
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, | ] their books so that the time of those revenues from 
those 

|2| persons who were working on stale business could 
; be 

i 1 3 1 segregated so that Hillary Clinton's earnings would in 
| no 

,4| way reflect the earnings of the firm on their state 
business. 

Senator Faircloth. How long have you represented 


Clintons oo Whitewater? 

Ms. Thomases. Since the first quarter of 1992. 

Senator Faircloth. Were you paid? 

Ms. Thomases. No. I was not paid. 

Senator Faircloth. What were your duties in 
r e pr es e n ting the Clintons as an attorney oo 
Whitewater 
1 13 1 itsues? 

1 1 4 j Senator Dodd. Mr. Chairman, again I question the 

scope 

11 j, 0 f the area here, it seems to me. How does this relate 
to 

|16| the handling of the document? 

1 17| The Chairman. Well. I think it goes to the entire- 
Dll Senator Faircloth. Well. Mr. Chairman— 

1 19] The Chairman. Yes. 

,20| Senator Faircloth. If that doesn’t relate to the 
|2l| documents, we are talking about Whitewater 
documents. If w e 

' |22| can't ask her what she-when she represented the 
S Clintons- 

| |23| Senator Dodd. What does how much she got paid 
] have to 

1 |24| do with the- 

j |25| Senator Faircloth. Well that gets right back to how 
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, in intensive her work was on the documents. 

I2| The Chairman. Senator. 1 sm going to let Senator 
1 3 1 Faircloth continue. 

1 4 1 Senator Faircloth. So what were your duties in 
,51 representing the Whitewater-as their attorney on the 
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Hairing on Impro per Handlin g 

- D*d you discuss with anybody ai the White 
way. shape, or form, the handling of 

s documents, that is to say . the documents that 


Vincent Foster s office at the inr* of his death? 

Ms. Thomases You know I had a conversation 

„ Bemie 

isjussbauin about how he was going to handle the 

jo^uinems I 

fI 5l discussed that with him He told me how he was going 
to do 

|ltl | n the week betore That is the sole discussion I 

remember 

1 1 71 having on that subject. 

list Mr. Chertoff. Did you have a discussion with the 

First 

riQf Lady about that subject’ 1 

I20| Ms. Thomases. I do not ever remember discussing 

the 


of Doom tents l> 18-95 0*3252.0 
j irt 
| pji 

1241 
1251 
come 


| n«, 


Mr. Chertoff. Back, in the summer 0 
Ms. Thomases Yes. 

Mr. Chertoff What was the discussion? 

Ms Thomases. Just that I was going to have to 
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III down and that I didn't think that I had very much 
-:i interesting to tell you. that you were still going to ask me 
1 3 1 the quesnons because you felt the need to ask me the 
|4| quesnons. 

|5| Mr. Chertoff. Did you have a discussion with Mrs. 
|e>| Clinton before you came down to the first set of hearings 
|7| about the telephone calls you two had had between 
each other 

|8| during the days after Mr. Foster's death? 

|9| Ms. Thomases No. we did not discuss that 

I ioi Mr. Chertoff Did you make an effort to refresh 

I H I recollection about that 0 
1121 Ms. Thomases. No. 1 did not. 

1 13) Mr. Chertoff. There came a point in ome when you 


;2II documents with the First Lady 

:22l Mr Chertoff When you say you don't remember, 

are you 

.231 unprepareS to simply tell us you never had a discussion 
like 

24 1 that 0 

25| Ms Thomases I'm saying that at the nme 

proximate to 

« Page 4b 

1 1 1 Vince Foster s death l do not believe t had a 
conversation 

121 with Hillary Clinton about any documents 
1 31 Mr Chertoff. You say at the tunc proximate to his 

HI death. 

|S| Did you have a oonversanon with her at any time 

\bout 

lo i the handling of the documents ever 0 

|7| Ms Thomases I might have in some subsequent 

lines but 

|8| I do not believe that I ever discussed them with her at 
hat 

Hi tune, or anyone proximate to that time. 

tOl Mr. Chertoff What was the discussion that you had 

■nth 

ill her at some other time about the documents 0 

!2I Ms Thomases It probably was in the context of 

nesc 

31 hearings 

i4i Mr. Chertoff. You mean you \e discussed it with 

ner 

i5| since the hearings have begun? 

iot Ms. Thomases. No. But you know, just when it 

■vas 

. 71 raised that i was coming down. 

mi Mr. Chenoff. So you talked to her personally about 

N| your coming down to the hearings? 

Xi Ms. Thomases. This was way back when, before 

be first 

2t| hearing. 


were 

j | M| asked to produce records concerning calls. Did you ask 
her 

i |15| whether she had any records that might help you to put 
1 161 together the sequence of calls on the days that we ve 
been 

i 117] looking at? 

list Ms. Thomases. No, I did not. 

i 1 19| Mr. Chertoff. One of the points that we’re struggling 

[201 with here. Ms. Thomases, is the whole question of 
documents. 

|2l| trying to find documents. An issue has arisen about 
certain 

[22| documents that involve not Whitewater specifically but 
the 

[23 1 Madison Guaranty Bank and the work that was done by 
the Rose 

[24 1 Law Firm at the Madison Guaranty Bank. 

(25 1 You had worked on that issue during the course of 

die 
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HI campai zd. is that correct? 

[21 Ms. Thomases. For a brief period. 

|3 1 Mr. Chertoff You were aware of the fact that there 

was 

|4| a point in ome in 1992 during the campaign that there 
were 

|5| questions being raised about the amount of work and 
the type 

|6| of work that Mrs. Clinton had done on behalf of Madison 
[7] Guaranty . c orrect? 

I S | Ms. Thomases Yes. 

|9| Mr. Chertoff. You understood that in connection 

with 

1 10] that, it would be of great interest and importance to 
know, 

1 1 1 1 to look at her tune records, her tune sheets, and her bills. 
|I2| co rre ct ? 

1 13 1 Ms. Thomases Could you repeat that question? 
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[19} be you don’t recall it being near the one cf the 
[301 discovery? 

[ 21 ) A Yes. 

[221 Q Mr. Nussbacm indicate to you whether or 

Page 122 

not there w us anything embarrassing to the Fast 
Family or the White House in Mr. Foster’s handwritten 
note? 

A In bet, he cfcfct’t tefl me exactly what was 
in the note when he told me about the note, but he 
told me that it’s all the kind of (bangs that - 


[U 

m 
pi 
w 

151 
16) 

[71 

(!) Q And I just waxed to be a IMe more 

19) specific in the question. Did you tmd he discuss 
[ 10 ] whether or not there was anything embarrassing to the 
[111 First Family or to the administrtaion in Mr. Foster’s 
112 ) 

[131 
1141 
1151 
|16) 

U7) 


A We dkfcrt ymfiaBy tSaam that, but 
bis saying that there’s no s a p riai anpfccd to me - 

Q k's implied? 

A Yes. 

Q Even though you didn’t discuss it, at least 


[It] you implied that to be the case? 

|19) A Yes. 

P0| MR. JOHNSON: Richard. I realize you used 

[21| to go md I think I’m generally o onylet e an this 
[221 topic, although — we’ve darracd. I’ll have some 
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more general quratkrn of a wrap-iy nature. 

MR. BEN-VENISTE’ Are they the usual Kip 


MR. JOHNSON: The usual, which Lf 


Ms. 

MR. BEN-VENISTE: Call i^on the v 
do all the work. 

EXAMINATION 

MR. BEN-VENISTE: 

Q Ms. Thomases, my none is Richard 
Ben-Veruste, aid I’m special ootevsel to the Minority 
cf this committee. La me just ask you a few 
questions regerding areas that Mr. Johnson covered, 
the first cf which is your recollection cf 
Mr. Nussbacm’ s statement abate had he known that 
Mr. Foster's office would be considered a cri me 
scene, he might have acted differently. 

Was that statement made in a joking or 
other mawter? 

A ft was far - it was a s t aim t a * that was 
made after he akrady left the White Home. 

Q l know thcM you are not a trial lawyer or 
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11] nutch less a criminal lawyer, but did you have ary 
[2] reason to believe thcM Mr. Foster’s office was 
PI considered by anybody as a crime scene? 

|4| A No. 

1 51 Q So did you take his mneuk to meat that 

1 6) people were tmeing the issue as though Mr. Foster’s 
[71 office were a crime scene, but theg was not really 
(SI the case? 


| (9) A Exactly. He was - 

[I0| Q These things are not effected an the 
[1 1| record and sometimes wantMU seme clarifying. 

112 ] A Thank you far clarifying. 

[13) Q With respect to conversations with 

[14) Mr. Nussbaen on the 22nd cf duty pnee to the tune 

[15) that you Iffl to return to New York City, I’d like to 

1 16) focus on the process in the White House during those 
|171 first six morths or so cf the adminiaration in terms 
1181 of whether issues were discussed by individuals in 
)19l the west wmg who did not necessarily have the 
(20| responsibility for making decisions on those issues. 
pi) Ccn you give us some idea (f the process 

[221 that went on in the west wing when a\ issue was 
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thrown on the table for discussion? And I’m going to 
ask you, then, about specifically with reject to an 
issue like the appearxwvoe cf the Park Police at the 
White House. 

A WhSe I was at the White Home, aknost at 
some tine every Wetfcnday I was not there enough 

t you a 


Q The notion that people might be considered 
or people might be discussing a particular issue, 
would that strike yon as being maonsissent with your 
imderskndmg cf the way the Clinton Athninistnation 
was operating at that point, diet there were people . 
who might be wrvotved m discussing issues where 
they, in fact, were not the decisionmakers? 

A My op aa on at that’s how the pres has 
e harac A erned it, but I don’t know whether that, in 
fad, is the way - 

Q Did Mr. Nusibaum tell you in your 
conversation with hmt on the 22nd whig it was the 
[30) police were actually searching for? 

pi) A He (fid not. 

[22| Q In view cfyour ass essm e tt of 
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it) Mr. Missbcxm’s motional reaction to Mr. Foster’s 
PI death in those days brmdiateiy following the 
p| sadde, oould you describe whcM your mental 
|4| impression was cf his state cf mind at that potrt? 

|S) A Pm not into - it’s jtnt not ray style to 
(6| speculate on Berne NuKtaun’s state of mind. 

[7) Q Did you get any impression? I’m not asking 

(8) you to speculate. 

|9| A I mean, he was sad. He was sad. He had 
1 10 ) not been Voice Foster’s friend when he first came to 
|l 1 1 work at the White Houk counsels office, and he felt 
1 12 1 thaLthey had becanc qute dose, and so he fdt a 
1 13) certain gtatt that h a vin g worked so dosdy with han, 

(14) that he had not noticed his state of mind, but that 

(15) may be me jmt projecting on han. 

|16) Q Was there a point where you looked back 

|17) over your contact with Vavcert Foster aver he days 
|ll| and weeks menediatety preceding his death and 
[191 reviewed whether there were aiy statements that he 
PO) made to you about matters that he was working on that 
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[21 1 you fed he look more senousiy than they warranted? 
p2] A 1 think he was - the whole Washington 


FI 


Now, / wonder whether you are telescoping 
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111 expoience, phyacally moving here and everything 
was 

PI not what he had hoped it would be. 

[3 1 Q La me ask you specifically about the 
K| travel cffiae investigation. Did Mr. Foster indicate 
|5) to you in substcmce that he h*jj troubled by the way 
|6| that investigation had singled out people that he 
17) knew personally? 

IS| A Yes, he had expressed to me on occasion 
[9| that he was troubled by the travel office, not so 
1 10 | much that it had angled oid people who were dose 
to 

[ill han, but jiEt that the whole thing was not - had not 
1 12 1 been a happy experience. 

1 13 1 Q Did d seem to you that ~ let me ask this 

1 14) question in a very neutral way. Did you form an 
1 151 impression about whether he was asaibing to the 
[161 matters surrounding the travel cffiae matter an 
[I7| importance beyond what you ought have regarded as 
(18| reasonable? Was he taking it too hard? 

|I91 A He saw it si the cortex! of work, that it 

(2D | was going to mean a lot more work and that he ddn’t 
PH have the ma np ow er and the root re s to nccegarfly 
122} hande the raoirt of work that went with it That 1; 
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HI the contact in which he spoke about it, you know. 

Pi that if, in fad, there were a Congressional 
PI investigation, that it woiid mean more work. 

|4| Q Did Mr. Foster ever expre ss to you any 
1 51 concern, personal c onc er n about ary aspect of what he 
|6) was working on with respect to Whitewater in the 
(71 weeks or months prior to his death? 

|8| A You mean Whitewater, the transaction? 

(9) Q Right, other than what you've testified to 
lid here today. 

1111 A No. 

1 12 1 Q What I’m trying to get to is whether 

| f 3| Mr. Foster said, in words or substance, this is 
|14| horrible, this is terrible, I oan’t bear this, this 
]!5| is going to be so avful. did he say anything that 
1 16] would give you the impression that the Whitewater 
1 171 investment as it related to the tax returns or to the 
1 18 f disclosure materials he might have been working on, 

(191 was cf grave concern? 

P0| A He depressed no grave concern abocM h. It 

PI I was not an issue that he kfaaified as having - 

P21 causing ham concern, grave concern or anxiety or 
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111 whatever. 

PI Q When you described what Mr. Nussbaum said 

PI he intended to do vis-a-vis protecting the various 
14) interests involved in the doaenents in Mr. Foster’s 
(51 office, and how he might disburse those materials 
|6| ultimately, you indicated that he had intended or he 
|7] said he hus intending to send the materials to 
|8| Mr. KendalL 


|10) irformaben that you have later learned into that 
(111 conversation on the 22nd because 111 tell you 
|12| frankly that I’ve hard no one mention that 
1 13 1 Mr. Kendall h«b wwotved in r epre sentin g the Qintons 

1 14) up to that point end the ^formation that we have 
(I5J heard involved anomer partner at Williams & 

|16| ConnoOy? 

(171 A WeQ, I may have telescoped it Pm not - 
|18| I may, but it was WiSanB & Corwiofly. He may not 
|191 have been the partiniar lawyer at Williams & 
poi ConnoOy, but 1 know be i nt e nded to transfor the 
pi| docunents to WlBams & ConnoOy. So if 1 made a 

P2| mistake, 1 correct it. 
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|1| Q Do you hose any knowledge from any source 

PI whatsoever that cm note or other writing explaining 
Pi his reasons for sutade was not turned over to law 
HI affbroanmt authorxta? 

[51 A I have no kno wle dg e of any note, any 
(61 writing that existed, that does exist aermdy that 
(7] has not been handed over to law enfere m a o d 
pi authorities. 

[91 Q Do you have eery knowledge from arty source 

(10| that materials from Mr. Foster's office were 
mi surreptitiously rantwed from that office? 

(12| A No, I have no such knowledge. 

|13| MR. BHN-VEN1STE; I have nothing further at 
1 14 1 this time. Can we go off the record for a second. 

115] (Discusnon cdf the record.) 

[16| EXAMINATION 

(171 BY MR. JOHNSON: 

1 18) Q Let me foQaw up, real quickly, 

|19l Ms. Thomases, on something Mr. Ben-Veniste raised. 

|20| In your conversation with Mr. Nussbaen, whether or 
pi| not it was Mr. Kendad, you did discuss that some 
(22| documents would be sera to Williams <& ComoQy; is 
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|l| that correct? 

PI A That’s what 1 believe I heard. 

PI Q And this was bffure the review of the 

[4 1 documents that took place in Mr. Foster's office; is 
(51 that correct? 

[61 A Again, I may have telescoped my subsequent 

|7] conversation with Bernard after the documents were 
[8] looked at ir*o that co n v e r sa tion before the 
doaxnent: 

|9| war looked aL 

|ld Q Focusing an the one that took place before, 

|11] did Mr. Nussbaien indicate to you that there were 
[I2| going to be dpcanems sent to the Qintons’ 

(13| attorneys? 

114] A Yes. 

|151 Q Do you have any indication of how 

1 16) Mr. Nussbaum knew there would be documents in 

117] Mr. Foster’s effiae that should be sent to the 
[18| Qintons’ personal attorneys? 

|I91 A I think that Mr. Nissfaoun must have known, 

po| as 1 cfcd, that Mr. Faster had been working on tie 
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March 9, 1992 


Susan Thomases 

Wilkie, Farr and Gallagher 





Sar Ms. Thomases, 


X have some further questions pertaining to the McDougal/ 
inton relationship. 2 thought it best to put them in writing, 
do not know what my deadline is, but X think we both ehould 
operate on the assumption that! 2 will* need answers by 6pm today. 
Xf that changes X will let youlknow ae soon as X know. 

Marlin Jackson, the banking | commissioner in 1993, told me he 
warned Hr. Clinton that year about Ishoddy practices by McDougal 
-and his bank, Madison Bank andlTrust in connection with an action 
against the bank. This was one reason the Clintons moved their / 
loan out of the bank, he said.lwhat does Mr. Clinton remember / 
abqut this? Should it have glvsn him pause about continuing hj / s 

deali ngs with Mr McDougal? i | — 

Youhave said that Hillary recalls the Madison account being 
brought into the Sosa firm by Mick Massey. McDougal says it came , 
after a request from Mr. Clin ton, who discussed it in Mr. r 

McDougal's offlee, mentioning the couple's need for financial ' 
help. B y Mr. McDougal's account, Hillary came by a few hour s / 
latex— end discussed a retainer arrangement with Mr. McDougTtv Do 
elfrner of the Clintons have any recollections concerning this^ 
Hr. McDougal has also said Gov. Clinton requested help 


/se- 



miring his campaign debt in 1984, reeulting in a dinner, which 
Lyau said you had confirmed. la there anything more you want to ' 
lv add about this, in light of the questions raised one year earlier 
by Jackecn about McDougal? 

The Clintons say they lost $25,00fl_in Whitewater? Do you have 
any document to back that up an«TTf so could I have a copy? If 
that can be demonstrated, I would very mught like to do so in 
print. 

n A» I told you last week McDougal -aserts that his vi£S\ie out 
1510,000 and he says his losses are somewhat greater than\tbat. He 
has not produced any document to back that up, but the documents 

1 ^ave reviewed suggeat he wai subsidising Whitewater through _ - 
loans and payments to a far greater extent than the Clintons .\Can ^ 

2 saV- a ny o th er d o cum e nts y o u ' have -o n this issue d \ Tud^- 

The "*itcks etubs we both have reviewed show repeated 

loverdi in Whitewater's account at Madison. Were the Clintona\ 

,-ioavare nf this? Do you have evidence that Whitewater paid any klnd\ 
io£ iTU P f**t o r - f a# in oonn e ct i en- vl th th e o v e rdr e ft a ? — ^ — IJJ| • - - 

- 
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INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


WEDNESDAY, MAY 15, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington, DC. 

The Committee met at 9:30 a.m., in room 216 of the Hart Senate 
Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 

OPENING COMMENT OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. The Committee will come to order. 

Mr. Norton, Mr. James, would you please stand for the purpose 
of taking the oath? 

[Witnesses sworn.] 

The Chairman. Mr. Norton, Mr. James, do you have any state- 
ment that you would like to give at this time to the Committee? 

SWORN TESTIMONY OF GAINES B. NORTON, JR. 

CERTIFIED PUBLIC ACCOUNTANT 

Mr. Norton. No, sir. 

SWORN TESTIMONY OF CHARLES E. JAMES 
ACCOUNTANT 

Mr. James. No. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Mr. Norton, you’re an accountant? 

Mr. Norton. Yes. 

Mr. Chertoff. You prepared or helped prepare the Clintons’ per- 
sonal tax returns for a period of years in the late 1970’s and early 
1980’s? 

Mr. Norton. That’s right. 

Mr. Chertoff. What were the tax years? 

Mr. Norton. 1977 through 1983. 

Mr. Chertoff. When you put together the returns, where did 
you get the information you used to prepare the returns? 

Mr. Norton. From the President and Mrs. Clinton. 

Mr. CHERTOFF. They gave you the underlying documents, or did 
they give you summaries on paper? 
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Mr. Norton. Summaries. 

Mr. Chertoff. Mr. James, you are an accountant also? 

Mr. James. Yes, sir. 

Mr. Chertoff. Were you the accountant for James and Susan 
McDougal for a period of time? 

Mr. James. Yes, sir. 

Mr. Chertoff. You'll have to move the mike a little closer. 

For what period of time? 

Mr. James. I started in 1976 and I did it to approximately 1986. 

Mr. Chertoff. All right, Mr. Norton, I would like to turn to you 
first, and I would like to direct your attention to the period of time 
in approximately 1978. Were you called to a meeting by Bill Clin- 
ton with respect to a particular investment in a project that we 
have come to know as Whitewater? 

Mr. Norton. I was. 

Mr. Chertoff. It was Mr. Clinton who asked you to come to the 
meeting? 

Mr. Norton. It was. 

Mr. Chertoff. Where was the meeting held? 

Mr. Norton. It was in an office on Cantrell Avenue. And I don't 
remember the exact address, but I believe it was Jim McDougal's 
office. 

Mr. Chertoff. That would be in Little Rock? 

Mr. Norton. In Little Rock. 

Mr. Chertoff. What did Mr. Clinton tell you was the reason he 
wanted you to come to the meeting? 

Mr. Norton. He wanted me to look at an investment he was 
making. 

Mr. Chertoff. And did he tell you who was going to be at the 
meeting? 

Mr. Norton. Other than Jim McDougal, that's all he told me. It 
was going to be himself and Jim McDougal. 

Mr. Chertoff. Besides yourself, Jim McDougal, and Mr. Clinton, 
was there anybody else at the meeting? 

Mr. Norton. There was another person. 

Mr. Chertoff. Who was that? 

Mr. Norton. I have no memory of his name. 

Mr. Chertoff. Was it an accountant? 

Mr. Norton. My memory is that it was an accountant. 

Mr. Chertoff. An accountant representing Mr. McDougal? 

Mr. Norton. That’s right. 

Mr. Chertoff. Mr. James, were you the person who was at the 
meeting? 

Mr. James. Sir, I do not recall being there. 

Mr. Chertoff. Do you know whether Mr. McDougal had another 
accountant that he worked with from time to time? 

Mr. James. No, sir, I don't know. 

Mr. Chertoff. All right. So I guess that person will remain un- 
identified. Would you tell us what was discussed at this meeting, 
Mr. Norton, between yourself, Mr. Clinton, Mr. McDougal, and Mr. 
McDougal's accountant? 

Mr. Norton. Would it be easier if I just recounted what I re- 
member of the meeting? 

Mr. Chertoff. Yes. 
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Mr. NORTON. Mr. McDougal described a transaction that he and 
President Clinton were going to invest in a piece of land in North 
Arkansas, and that land would be subdivided and sold off in pieces 
for a profit, to make money out of it. And that it would be struc- 
tured in an S corporation, a corporation elects subchapter S status. 

Mr. Chertoff. Did they tell you where they were going to get 
the money for the investment? 

Mr. Norton. They said it would be borrowed, 100 percent of it 
would be borrowed. 

Mr. Chertoff. Did they have a desire to arrange this trans- 
action so that even though they were going to use 100 percent bor- 
rowed money, they would immediately be able to take tax deduc- 
tions on a personal basis? 

Mr. Norton. That’s right. 

Mr. Chertoff. Now when you heard about this plan to structure 
it this way, to be able to take personal deductions based on 100 
percent borrowing, what did you say in the meeting? 

Mr. Norton. When Mr. McDougal explained that there would be 
no equity in the company by the individual shareholders, and that 
the corporation would borrow 100 percent of the purchase price, I 
asked him if there would be startup losses the investors intended 
to take on their individual returns, and he said, yes. I asked what 
would be used as tax basis. 

Mr. Chertoff. What was the reason you needed to know what 
the tax basis would be? I mean, what would be the relationship be- 
tween that and the ability of the Clintons let’s say to take tax de- 
ductions? 

Mr. Norton. Well, in order for me to prepare the Clintons’ tax 
return, if there was startup losses flowing through to them individ- 
ually, I’d have to know whether they individually had tax basis in 
that S corporation in order to take those losses. 

Mr. Chertoff. What did Mr. McDougal say that their tax basis 
would be? 

Mr. Norton. Guaranteed debt. 

Mr. Chertoff. What was your response to that? 

Mr. Norton. I told them that you could not use as individual 
shareholder tax basis in an S corporation. 

Mr. Chertoff. That would not be proper under the tax lav/s? 

Mr. Norton. Would not be proper tax basis so they couldn’t indi- 
vidually take the tax loss. 

Mr. Chertoff. Then did Mr. Clinton say something to you? 

Mr. Norton. Well, then there was an exchange between Mr. 
McDougal and myself concerning that issue, and the accountant 
that was there actually had said that he thought for sure there 
were some regulations that allowed you to use guaranteed debt. 

At that time, Mr. Clinton asked me to step out of the room, and 
the two of us stepped out. He said that this was a partnership be- 
tween he and Mr. McDougal. Mr. McDougal was the lead partner 
on it. It was his deal and that he had to listen to what his partner 
said and that he had to rely on his partner to structure it tax-wise 
properly, and that I was to back off and leave the issue alone. 

Mr. Chertoff. So when you raised a red flag, so to speak, about 
the way Mr. McDougal was proposing to structure this deal, Mr. 
Clinton basically pulled you outside, said that he wanted to rely on 
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his partner, Jim McDougal, and he told you specifically to back off 
and leave it alone? 

Mr. Norton. That’s right. 

Mr. Chertoff. I take it you followed his instructions? 

Mr. NORTON. I kept my mouth shut. 

Mr. Chertoff. Now, Mr. James, since you knew that this was 
a 100 percent borrowed money deal, no money coming out of the 
pockets of the investors, did you know the same thing about this 
Whitewater deal? Did you know it was going to be 100 percent bor- 
rowed money, no equity or no personal money out of the investors’ 
pockets? 

Mr. James. I did not have anything to do with the — before it was 
incorporated. 

Mr. Chertoff. Well, I want to put a set of facts before you gen- 
tlemen to see whether either of you can shed light on another pecu- 
liarity that arises, another inconsistency that arises with respect to 
the startup of this investment. I mean, I think we’ve established 
for you, Mr. Norton, that Mr. Clinton’s philosophy in this was he 
wanted specifically to rely upon Mr. McDougal to structure this. 
When you raised issues or questions about the propriety of Mr. 
McDougal’s approach, his word for or his instruction to you is to 
back off and leave it alone. He kind of averted his eyes from it. 

Another question has arisen as to how active Mr. Clinton was in 
obtaining the original financing. As recently as the last few weeks, 
the President testified in the trial in Little Rock, by way of video 
tape. He was asked certain questions about whether he had been 
involved in initiating this 100 percent financing that you’ve been 
talking about. 

I want to read to you from pages 58 and 59, and pages 61 and 
62, of his testimony, which we’ll put before you in a moment. We 
have someone sitting behind you getting it. These are questions to 
the President in the trial in Little Rock. At line 23: 
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Question: Well, did you ever initiate or undertake an active role in obtaining the 
financing for Whitewater Development Corporation, itself? 

Answer: No, sir, I did not. 

Then as we move on to page 61, the question is put again, even 
more specifically. At line 18: 

Question: Did you ever know or meet a Harry Don Denton that worked at Union 
National Bank? 

Answer: I know who Don Denton was. Fm not sure I met him at that time or 
whether he was the loan officer on the note. 

Question: Did you have anything to do with acquiring the initial financing from 
Union National Bank? 

Answer: Fm not sure. I might have, because I had some friends who worked there 
and I knew the people who owned the bank, but Fm not sure. 

So that’s a something of a kind of a change of the position. 

But then when we go to the testimony of Mr. Denton before this 
Committee, just last week, Mr. Denton gave a much fuller picture 
of Mr. Clinton’s role in obtaining some of this 100 percent financ- 
ing; in particular, the financing of the downpayment which was 
used as the leverage to get the rest of the loan. This is now at page 
23 of our hearing testimony, which I’ll put before you in a moment. 

We have Mr. Clinton testifying that he didn’t really have an ac- 
tive role, or at least he wasn’t sure he had any kind of active role 
in getting the financing, although he did recognize Mr. Denton’s 
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name. Then Mr. Denton was asked the following question, and I 
might add, before we had received or knew what the President’s 
testimony was. At page 23, line 17: 

Mr. Chertoff. Now were you told by the emissary from the owner of the bank 
why the owner of the bank wanted you to grant this loan to the McDougals and 
the Clintons? 

Mr. Denton. I was informed that the basis of the loan was Bill Clinton, who was 
described at that point as an up and coming political star, a rising star in the State 
of Arkansas. 

Mr. Chertoff. So you were told that the owner of the bank wanted you to make 
the loan because it was to a group that included Mr. Clinton, and Mr. Clinton was 
viewed as having good political prospects. Is that right? 

Mr. Denton. That is accurate, yes. 

Mr. Chertoff. Had you not gotten that instruction, would you, in your capacity 
as a bank officer, have approved an unsecured loan to Mr. McDougal and to Mr. 
Clinton and their wives? 

Mr. Denton. No. 

So we have Mr. Denton’s story which is to some degree different, 
and suggests that not only was Mr. Clinton an active participant 
in obtaining the financing, but that at least with respect to that 20 
percent downpayment or the $20,000 downpayment, he was the 
principal instrument of getting that financing. 

Then we took the deposition of one of the two people who Mr. 
Denton had identified as the emissary who asked him to make the 
loan to Mr. Clinton. That’s Paul Berry. Mr. Berry is a former room- 
mate of Mr. Clinton and someone who knew Mr. Clinton quite well. 

This is what Mr. Berry said at page 35 of his deposition, which 
was taken just a couple of days ago with respect to how it is that 
this $20,000 loan was obtained on behalf of the Clintons and the 
McDougals. This was an unsecured loan, meaning there was no 
property used as collateral for it. Mr. Berry is the person that Mr. 
Denton identified as having asked him to make the loan or having 
brought the request for the loan to his attention. Page 35, line 3: 

Question: All right. Just to close the loop on the $20,000 loan, so it is your mem- 
ory that it was Bill Clinton as opposed to Mr. McDougal who talked to you about 
the loan, about having the bank make that loan? 

Answer: He was the one that — he discussed that he was contemplating, he and 
Mrs. Clinton were contemplating buying a piece of property on the White River, and 
I said, well, if you need to borrow any money, I’m sure we would like to handle it, 
which was my routine remark to all customers that I had a responsibility for when 
they expressed a credit need. 

I don’t remember ever specifically coming to understand the full scope of what 
that loan became, Mr. McDougal’s — the overall project. In my mind, I thought 
that — the only thing that I ever really focused on was the original $20,000. That 
it became involved or incorporated in a larger project was something that I don’t 
have any specific memory of somebody sitting down and explaining to me. 
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The question I want to ask you if you can shed any light on, and 
I don’t know if you can is, we have on the one hand, the President 
taking the position that he wasn’t active in getting the financing, 
or at least at some point he says he’s not sure about any activity 
with the financing. Yet Mr. Denton testified quite positively here, 
both in response to a question from Senator Simon and also ques- 
tions from me, that Mr. Clinton was the reason that initial $20,000 
downpayment loan was made; and that Mr. Denton had received 
the request for the loan through an emissary of Mr. Clinton whom 
he described as this fellow, Paul Berry. Then Paul Berry, in fact, 
v 7roii confirms that it was Mr. Clinton who went to him for the loan, and 
eD toii] not Mr. McDougal. 
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My question to you gentlemen is, is it your understanding, if you 
have a basis to know, that Mr. Clinton was, in fact, actively in- 
volved in getting the financing for this project? 

Mr. NORTON. I have no basis to know one way or the other. 

Mr. Chertoff. He never discussed it with you? 

Mr. Norton. No. 

Mr. Chertoff. Mr. James. 

Mr. James. No, sir, I have no knowledge of any of it. 

Mr. CHERTOFF. So what we have on the record now then is Mr. 
Clinton’s testimony on the one hand, and Mr. Denton’s and Mr. 
Berry’s testimony on the other. 

Now, I want to move to another issue, again with respect to the 
issue of this investment and the taxes. You are aware, Mr. Norton, 
that in addition to this or prior to this Whitewater investment, 
there was another investment or other investments that Mr. Clin- 
ton made with Mr. McDougal? 

Mr. Norton. I’m not aware of any. 

Mr. Chertoff. Were you responsible for preparing Mr. Clinton’s 
tax return for the 1978 year? 

Mr. Norton. Yes. 

Mr. Chertoff. Let me ask that you look at a document that is 
numbered LP 1602. It’s a 1040 Schedule D Capital Gains or Losses 
for 1978. Is this a return you prepared? 

Mr. Norton. Yes. 

Mr. Chertoff. Now it indicates here that there are three long- 
term capital gains transactions. 

Mr. Norton. Yes. 

Mr. Chertoff. Or three entries for long-term capital gains. Two 
of the entries relate to an installment sale and one relates to a sale 
for 5 acres of land. 

Mr. Norton. I see that. 

Mr. Chertoff. All right. Do you know what your basis was for 
entering these transactions? 

Mr. Norton. It would have been information supplied to me by 
President and Mrs. Clinton. 

Mr. Chertoff. Let me show you another document we also have 
that relates to this. It is marked LP672 and it is Installment Gain 
on Sale. 

Mr. Norton. I have the schedule. 

Mr. Chertoff. Have you seen this before? 

Mr. Norton. Yes, I have. 

Mr. Chertoff. Now did you prepare this yourself? 

Mr. Norton. Actually that’s not my handwriting. One of my staff 
accountants would have prepared it, but I was responsible for it. 

Mr. Chertoff. And to tie it in, the taxable gain on this install- 
ment sale is listed as $886, then on the actual return, that figure 
appears actually, in two parts, as $788 and $98. 

Mr. Norton. That’s right. 

Mr. Chertoff. Now does this allow you to ascertain that there 
were two transactions that Mr. Clinton was involved in? One was 
the sale of 5 acres of land to which he reported a profit of about 
$2,150, and then there was an additional sale of 15 acres of land 
to which he reported a profit of $886, and then he deferred an addi- 
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you tional $5,500 in profit which presumably should have been paid in 
in- future tax years? 

Mr. Norton. That's right. 

Mr. Chertoff. Do you know whether that $5,500 of deferred 
gain ever was reported in any future returns or taken as income 
in future returns? 

Mr. NORTON. I can only speak up through 1983, but if my mem- 
ory serves me right, there was one other year, 1980, I believe it 
was, that some of the gain was reported. 

Mr. Chertoff. Do you remember how much? 

Mr. Norton. There was no gain in 1979, 1981, 1982, or 1983 
years reported. 

Mr. Chertoff. So do you know whether the $5,500 was ever re- 
ported in its entirety? 

Mr. Norton. I have no idea. 

Mr. Chertoff. It certainly wasn't reported in its entirety during 
the years that you were responsible for the tax returns? 

Mr. Norton. That’s right. 

Mr. Chertoff. Now still focusing on this issue, we went back 
and actually got the underlying agreement with respect to this set 
of transactions. And I want to put before you something that's been 
marked as LP 1547. It is a purchaser's agreement for a Division of 
Rolling Manor. 

Mr. Norton. I have it. 

Mr. Chertoff. Have you seen this before? 

Mr. Norton. No, sir. 

Mr. Chertoff. This document indicates that Mr. Clinton had, in 
fact, purchased from Rolling Manor some property for $11,400, and 
a portion of that property is the 5 acres as to which he reported 
the sale in 1978, and the balance of the property is the property 
that later became part of the installment sale. Mr. James, have you 
ever seen this document before? 

Mr. James. As I stated in my deposition, sir, I don't recall seeing 
it, but I was doing the books and records for Rolling Manor, so 
there is a possibility I could have. 

Mr. Chertoff. Rolling Manor was a Jim McDougal project? 

Mr. James. Yes, sir. 

Mr. Chertoff. And that is Mr. McDougal's signature on the bot- 
tom of this purchase agreement? 

Mr. James. It appears to be. 

Mr. Chertoff. It is Susan Henley McDougal's signature on the 
bottom of the purchase agreement? 

Mr. James. Yes, sir, it appears to be. 

Mr. Chertoff. And the purchaser on the agreement is William 
jtj Clinton? 

Mr. James. That's correct. 

Mr. Chertoff. Would you agree with me that, putting aside 
your memory, this agreement makes it perfectly clear that on the 
25th of January, 1977, there was an agreement to purchase prop- 
erty for $11,400 from Rolling Manor? 

Mr. James. Yes, sir, that's a purchase agreement for that. 

Mr. Chertoff. Then we can see from the tax return that ulti- 
mately this property was sold by Mr. Clinton, 5 acres of it in a sin- 
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gle sale in 1977, and the balance in subsequent installments. You 
would agree with that, right? 

Mr. JAMES. Yes, sir, according to the documents given me. 

Mr. CHERTOFF. Now what puzzles me is this. It seems perfectly 
clear from the documents that the prior investment relationship be- 
tween Mr. McDougal and Mr. Clinton involved an investment or 
purchase of 20 acres of property for over $11,000. The President 
has consistently stated that, in fact, his prior investment experi- 
ence with Mr. McDougal was much less than that, was much more 
modest. 

For example, in his interrogatories for the Resolution Trust Cor- 
poration, which were pursuant to an order of February 4, 1994, it 
starts at Bates Number 0281 and in particular, I am interested in 
pages 282 and 283. We will get that to you. 

Here the President was asked to answer, under oath, about his 
knowledge as of August 1978, of Jim McDougal's experience in real 
estate development, including everything he knew or did with Jim 
McDougal. And the President answered some general things about 
his knowledge, indicating he hadn't heard about any of the entities 
except Rolling Manor, and then he said: 

As reported on our 1978 tax return, a 5-acre parcel of land was sold on May 17, 
1978, for $5,000, resulting in a capital gain of $2,150. To the best of my recollection, 
this was a real estate investment I had had with Jim McDougal, and, while small, 
it was a profitable one. This experience confirmed my impression that he was capa- 
ble of putting together successful real estate ventures. 

Mr. Norton, do you know why the President, in his response 
under oath, failed to mention that there had been a second part of 
this investment for 15 additional acres that resulted in a profit of 
an additional $5,500? 

Mr. NORTON. I have no knowledge of what he's testified to. 

Mr. Chertoff. You would agree with me that if you look at the 
purchase agreement and the tax records, including specifically the 
tax return which the President makes mention of in his interrog- 
atories, it makes it quite clear that there was a second investment 
or second part of this investment with McDougal that involved a 
larger piece of property and a larger profit? 

Mr. Norton. Yes, sir. 

Mr. Chertoff. So the President's answer here is incomplete? 

Mr. Norton. It appears to be. 

Mr. Chertoff. I think that makes the point. So what you're tell- 
ing us, Mr. Norton, is that at least during the period of time that 
you were responsible for handling the tax returns, you were not 
aware that the $5,500 profit that had been deferred was ever fully 
taken as income and had tax paid on it? 

Mr. Norton. That's right. 

Mr. Chertoff. Of course, you can't speak for whether that hap- 
pened after 1983 when you stopped doing the tax returns? 

Mr. Norton. That's right. 

Mr. Chertoff. I take it also that the President or the then-Gov- 
emor Clinton and Mrs. Clinton never reported to you that they had 
a default by the purchaser and that they wanted to take a loss of 
some kind? 

Mr. Norton. I don't have my files to review. I don't remember 
ever discussing that. 
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Mr. Chertoff. Who did you mainly deal with on the tax issue 
for the Clintons? Was it Mr. Clinton or Mrs. Clinton? 

Mr. Norton. Both. 

Mr. Chertoff. I want to bring you back again, Mr. Norton, to 
this initial introduction you had to the Whitewater investment. 
Your understanding was, at the time that you had the original dis- 
cussion or discussions with Mr. Clinton concerning the tax effect of 
this investment, that Mr. Clinton was looking for some way to use 
these deductions to offset income that he had made in other invest- 
ments? 

Mr. Norton. That really was not discussed in the way you have 
asked the question. 

Mr. Chertoff. Well, was it discussed in some other way? 

Mr. Norton. Actually, I think I brought it up in that meeting 
by asking if the stockholders intended to take any startup losses 
that were incurred by the development. 

Mr. Chertoff. That's what led to the discussion which ended 
when Mr. Clinton took you outside and said to back off? 

Mr. Norton. That's exactly right. 

Mr. Chertoff. But I still want to ask you, was it your impres- 
sion during the course of the discussion that one of the reasons 
that there was interest in taking these deductions as quickly as 
possible, even though the investors weren't pulling money out of 
their pockets to put in the investment, was because they wanted 
to offset income realized from some other sources? 

Mr. Norton. I think it's fair that I assumed that at the meeting. 
Mr. CHERTOFF. Did you know from your discussions with Mr. 
Clinton on other occasions relating to this tax year, that there was 
income the Clintons had received from an investment that they'd 

J made unrelated to Whitewater that they were very interested in 
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finding some deductions to offset or to lower the amount of tax on? 

Mr. Norton. I don't remember any discussion like that with the 
Clintons. 

Mr. CHERTOFF. You then continued to prepare the tax returns for 
the Clintons after the 1978 return. I want to direct your attention 
to the 1980 tax year. Did you become aware that in 1980, Mr. 
McDougal had paid off the $20,000 initial downpayment loan about 
which we just talked about from the Union National Bank, that’s 
Mr. Denton's bank? 

Mr. Norton. I saw information related to that transaction when 
I gave my deposition. That's the first time I've seen it. 

Mr. Chertoff. So you did not know in 1980 that that initial 
jrfii loan, which Mr. Clinton had arranged to get from Union National 
Bank for the downpayment on the Whitewater investment, had 
been paid off by Mr. McDougal using money from a loan that Mr. 
McDougal had taken out under his own name in order to pay that 
loan off? 

Mr. Norton. I have no memory of that transaction. 

Mr. Chertoff. You do not remember being told about it by the 
Clintons? 

Mr. Norton. No, I don't. 

Mr. Chertoff. Let me ask you this then, from the standpoint of 
jeflibf your knowledge of the tax laws. If Mr. McDougal borrowed money 
in his own name and used it to pay off a loan to which the Clintons 
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were jointly liable, essentially erasing the liability for the Clintons, 
would that constitute income to the Clintons? 

Mr. Norton. The answer isn’t a simple, yes or no. I mean, that 
is one of the potential answers. If there was an obligation created 
by the Clintons to McDougal, then there would be no income. If 
McDougal was repaying an obligation to the Clintons by paying off 
that loan, there would be no income. But that could be one of the 
answers. 

Mr. Chertoff. You would agree with me that that’s precisely the 
kind of event that should have been brought to your attention in 
1980 by the Clintons so you could make a determination about 
whether they had tax that they were obliged to pay for the erasing 
of that loan? 

Mr. Norton. I think that’s a logical assumption, yes. 

Mr. Chertoff. Yet your recollection, as best as you can give it 
today, is that they did not bring this to your attention? 

Mr. Norton. That is my recollection today. And that was a long 
time ago. 

Mr. Chertoff. Mr. Chairman, I think this is a convenient time 
to stop because I see the yellow light is on. 

The Chairman. Senator Sarbanes. 

OPENING COMMENTS OF SENATOR PAUL S. SARBANES 

Senator Sarbanes. When was this, Mr. Norton? 

Mr. Norton. When was what? 

Senator Sarbanes. This thing that Mr. Chertoff was asking you 
about. You said that was a long time ago. We are talking what, 16 
or 17 years ago? 

Mr. Norton. In 1978. Well, the transaction he asked me about 
on the repayment of the loan was the 1980 transaction. 

Senator Sarbanes. So that was 16 years ago? 

Mr. Norton. That’s right, sir. 

Senator Sarbanes. All right. 

Mr. Ben-Veniste. 

Mr. Ben-Veniste. With respect to the analysis Mr. Chertoff per- 
formed concerning a comparison of President Clinton’s deposition 
testimony and that of Mr. Denton and Mr. Berry, I guess we will 
await to see whether the Independent Counsel having that infor- 
mation puts on those witnesses in rebuttal and, if so, what the out- 
come is. My suspicion is that this is so arcane and unimportant 
that they will not do so, but we’ll see. 

In order to put it into proper context, indeed, President Clinton’s 
deposition preceded the testimony, both in deposition and in hear- 
ing of Mr. Denton, if there’s any confusion about that raised by the 
premise of Mr. Chertoflf’s question. And to put into further context 
the question of how this $20,000 loan was arranged back in 1978, 
18 years ago, we have Mr. Berry’s deposition on May 10, 1996, at 
page 18, Mr. Chairman. 

Answer: Are you aware that we had a program at Union National Bank where 
we routinely providing unsecured loans to individual accounts? That marketing de- 
vice was called “prestige banking.” We identified young professionals and offered to 
them a $10,000 line of unsecured credit if they would open their checking accounts 
with us. 

Mr. Clinton, at that time, was 18 years younger and I guess 
would qualify as a young professional. 
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Question: So, what you are telling me, the bank had a policy of extending $10,000 
of credit to those young professionals who opened new accounts? 

Answer: Yes. Many banks had that at that time that kind of a program. It generi- 
cally had different names for it. 

Question: Was this $20,000 loan to Bill Clinton and Jim McDougal made as part 
of that program you have just described? 

Answer: No. It was not unusual. The loan was made to Mr. Clinton and Mrs. Clin- 
ton. I had solicited their personal banking business and we had their personal ac- 
counts. And when they had a credit need, we were — I was the one that introduced 
them, as I recall, to Mr. Denton. 

Mr. McDougal was already a customer of the bank when that loan was made; a 
loan customer, too. 

So all of this mystery about the $20,000 loan in 1978 is quite 
readily described in the testimony of Mr. Paul Berry as being quite 
straightforward, open, part of their policy, and in no way, shape or 
form sinister. 

Mr. Cole. 

Mr. Cole. Thank you, Mr. Ben-Veniste. 

Mr. Norton, could we go back to the meeting that you recall with 
Mr. Clinton and Mr. McDougal. Who, if you recall, sir, did the talk- 
ing at that meeting? 

Mr. Norton. Principally Mr. McDougal, and this accountant that 
was there did some, and I did some. 

Mr. Cole. Who explained the investment and the accounting and 
tax plans of the investment? 

Mr. Norton. A combination of McDougal and this accountant. 

Mr. Cole. Did Mr. Clinton speak or provide any explanation of 
the investment at the meeting? 

Mr. Norton. I don’t remember him speaking to that issue. 

Mr. Cole. If I understand your testimony correctly, sir, the con- 
cern that you raised at the meeting stemmed from the use or the 
proposed use of an S corporation with regard to the Whitewater in- 
vestment? 

Mr. Norton. Yes. 

Mr. Cole. Your concern was that because of a problem with tax 
basis, the individuals might not be able to take the tax deductions 
for the interest on the land acquisition loans if an S corporation 
was used? 

Mr. Norton. Yes, sir. 

Mr. Cole. Do you know, sir, from your subsequent experience 
preparing the Clintons’ tax returns, whether or not, in fact, an S 
corporation was used by Whitewater or S corporation filing status 
was elected by Whitewater Development Corporation? 

Mr. Norton. From the information I received from the Clintons, 
S corporation status was never elected in Whitewater. 

Mr. Cole. Mr. James, you were the accountant for Whitewater 
during the time period and also the tax preparer, were you not, sir? 

Mr. James. That’s correct. 

Mr. Cole. Do you have any knowledge as to whether or not an 
S corporation filing status was used by Whitewater? 

Mr. James. Sir, as I recall, from my deposition and documents 
shown me, there was an application made for it. By the IRS’s own 
rules, they could not be a subchapter S corporation. 

Mr. Cole. So an S corporation filing status was never used by 
Whitewater? 

Mr. James. That’s correct. 


3114 


Mr. Cole. Mr. Norton, in that case, would the problem about 
which you were concerned have arisen, since an S corporation was 
not used? 

Mr. Norton. It would not have arisen. 

Mr. Cole. So the problem that you were concerned about never 
really took place? 

Mr. Norton. It never took place. 

Mr. Cole. But I take it you don’t know whether Mr. McDougal 
and the other person or accountant who attended the meeting 
heeded your advice, or for other reasons came to their own conclu- 
sion not to use an S corporation? 

Mr. Norton. I had no follow-up conversations with McDougal on 
the issue, and I don’t know what they did. 

Mr. COLE. But you do know that an S corporation was not used; 
and therefore, the problem about which you were concerned did not 
arise? 

Mr. Norton. That’s right. 

Mr. COLE. Then moving forward to the issue of the 1978 and 
1979 tax returns that you were shown a few moments ago, and the 
deferred capital gains on the installment sale of the Rolling Manor 
property. It is my understanding that in that kind of a land sale 
transaction, where the property is sold on an installment basis, the 
seller of the property, which in this case would have been Mr. Clin- 
ton, reports the income in subsequent years as the payments are 
actually made by the installment purchaser? 

Mr. Norton. That’s correct. 

Mr. COLE. In layman’s terms, is that a correct description? 

Mr. Norton. That’s correct. 

Mr. COLE. In that situation, the seller has tax liability in subse- 
quent years only if, in fact, the payments are made by the install- 
ment purchaser. Is that correct? 

Mr. Norton. That’s correct. 

Mr. Cole. Do you have any knowledge, sir, as to whether or not 
those payments were, in fact, made on the Rolling Manor property? 

Mr. Norton. Other than 1980, when there was a gain reported, 
I have no knowledge. 

Mr. Cole. So absent evidence as to whether or not the payments 
were actually made, one can’t come to any conclusion as to whether 
or not taxable income should have been reported? 

Mr. Norton. That’s right. 

Mr. Cole. Is that correct? 

Mr. Norton. That’s correct. 

Mr. COLE. Mr. James, do you recall, sitting here today, 18 years 
later, whether or not, on this particular piece of Rolling Manor 
property, the purchaser actually performed under the installment 
sales contract? 

Mr. James. I have no recollection. I can’t recall, sir. 

Mr. Cole. So you don’t know one way or another? 

Mr. James. No, sir, I don’t. 

Mr. Cole. Well, let’s step back a bit, both of you gentlemen, and 
look at this Whitewater investment and the accounting and tax 
treatment of the investment. If we really go back to basics and look 
at this, if I am understanding the issue correctly, there are two 
things that we need to look at. One would be whether income was 
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realized from the investment and should have been reported on the 
tax returns, and then the other issue would be whether deductions 
relating to the investment were properly reported on the tax re- 
turns. Is that a fair summary of the issues we are dealing with, 
Mr. Norton? 

Mr. Norton. Yes, sir. 

Mr. COLE. Do you agree with that, Mr. James? 

Mr. James. Yes, sir. 

Mr. Cole. Let’s take these one at a time, and first look at the 
income and then we will look at the deductions. On the income, Mr. 
James, the property that came to be known as Whitewater was 
purchased in 1978 by the Clintons and McDougals, is that your 
recollection, sir? 

Mr. James. Yes, sir. 

Mr. COLE. At the time of the initial purchase, a corporation was 
not formed; is that correct? 

Mr. James. That’s correct. 

Mr. COLE. Do you recall that the corporation was formed about 
1 year later in 1979? 

Mr. James. Yes, sir. 

Mr. Cole. At that time, the records that have been produced to 
the Special Committee indicate that the Whitewater land was 
transferred by the individuals to the corporation. Is that consistent 
with your recollection? 

Mr. James. Yes, sir. 

Mr. Cole. Let me ask both of you gentlemen, did that event, in 
and of itself, being the transfer of the land from the individuals to 
the corporation, and I understand the land was transferred to the 
corporation subject to the bank debt that had been used to acquire 
the land, did that event, in and of itself, create any tax liability for 
the individuals, Mr. James, to your knowledge? 

Mr. James. At this time, I do not believe so, sir. As I recall, there 
was not. 

Mr. Cole. Mr. Norton, and I am not here fishing for a technical 
explanation about Section 351 of the Internal Revenue Code or 
something like that, but in simple non-tax professional terms, did 
the transfer of the land, in and of itself, result in a tax liability for 
the individual shareholders in the corporation? 

Mr. Norton. There wasn’t a gain reported in that year, and as 
far as I know, there wouldn’t have been one. There wasn’t a gain. 

Mr. Cole. As far as you know, there would have been no reason 
to report a gain in that year? 

Mr. Norton. That’s right. 

Mr. Cole. You prepared the tax returns for that year and 2 or 
3 years subsequent; is that correct? 

Mr. Norton. The individual returns of the Clintons’, yes. 

Mr. COLE. You did not report any gains? 

Mr. Norton. No. 

Mr. Cole. Now isn’t this kind of transaction, where individuals 
form a corporation and place assets that they personally own in a 
corporation, something that happens all the time across the coun- 
try, whether we are talking about someone putting land in a cor- 
poration or a convenience store, gasoline station, whatever. People 
do that all the time, do they not? 
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Mr. Norton. It's a common transaction. 

Mr. Cole. And when people do that, they normally don't incur 
any tax liability? 

Mr. Norton. That's right. 

Mr. COLE. Well, let's take it then to the next step from a tax per- 
spective. Once a corporation is formed, and the property is put in 
the corporation, and in this case the property was land and it was 
being held for resale by the corporation, from a tax perspective, the 
way this works is, at a later time, if the land is sold for a profit, 
then the corporation incurs a tax liability; correct, Mr. James? 

Mr. James. As I understand it, yes, sir. 

Mr. COLE. That's the tax liability of the corporation as opposed 
to the individual shareholders of the corporation? 

Mr. James. Yes, sir. 

Mr, Cole. I guess we should pause for a moment here. There's 
a technicality, I believe. If the land is sold on an installment basis, 
which is to say, the purchaser of the land doesn't pay the full pur- 
chase price at the time of the transaction, but instead agrees to 
make payments over a period of time, then in that case, it is re- 
ported as an installment sale and the income is reported in subse- 
quent years as the payments are actually made; is that correct, 
gentlemen? 

Mr. Norton. That's correct. 

Mr. James. Yes, sir. 

Mr. Cole. In fact, something like that is what happened with the 
Rolling Manor transaction that we'll discuss later. But then follow- 
ing the chain of events to the next step, later if the corporation 
sells land for a profit and realizes a gain, it can then distribute 
that gain to the shareholders through a dividend or otherwise. And 
it's at that point that the individual shareholders in a corporation 
incur a tax liability. Am I correct about that? 

Mr. Norton. That's right. 

Mr. Cole. Similarly, if the corporation, rather than distributing 
the income from its operations, retains that income invested in the 
corporation building roads on the land, improvements, whatever, 
the retention of that profit does not create any liability for the indi- 
vidual shareholders; is that correct? 

Mr. Norton. That's right. 

Mr. Cole. Then finally, if in a subsequent time, the shareholders 
either sell the corporation or sell their shares in the corporation at 
a profit, then they would incur a capital gain, and that capital gain 
would reflect the profits presumably of the operation of the cor- 
poration? 

Mr. Norton. That's right. 

Mr. Cole. Now with Whitewater, that didn't happen, did it, gen- 
tlemen? Whitewater didn't make any money, to your knowledge? 

Mr. James. No, sir. 

Mr. Cole. You were the accountant to Whitewater for at least 5 
or 6 years, I believe, Mr. James? 

Mr. James. That's correct. 

Mr. Cole. During those years, did Whitewater realize any profits 
from its operations? 

Mr. James. Not that I recall, sir. 

Mr. Cole. In fact, it lost money, I believe, did it not? 
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Mr. James. To the best of my recollection, yes, sir. 

Mr. Cole. Is that consistent with your knowledge, Mr. Norton, 
and I understand you were not the tax preparer for Whitewater, 
but you did prepare the tax returns for two of the investors in 
Whitewater? 

Mr. Norton. I am only aware of the transactions that affected 
their individual return, and I have no knowledge whether White- 
water made or lost money. 

Mr. Cole. You do know, however, that no dividends from White- 
water or distribution of income from Whitewater were reported to 
you by the Clintons in connection with the preparation of their tax 
returns? 

Mr. Norton. That's right. 

Mr. COLE. Finally, Mr. Norton, the Clintons' 1979 tax return, 
which would have been the year after the Whitewater property was 
purchased and the year in which the Corporation of Whitewater 
Development was formed, that tax return was audited by the IRS, 
was it not? 

Mr. Norton. That's right. 

Mr. COLE. Did the IRS challenge or disallow any of the items in 
the Clintons' return? 

Mr. Norton. No, they did not. 

Mr. Cole. So to summarize, when we started this line of ques- 
tioning, I told you that I was going to focus first on income, and 
then turn to question of deductions, as far as income from WRite- 
water is concerned, there was none to your knowledge? 

Mr. Norton. To my knowledge, there was none. 

Mr. Cole. To your knowledge, Mr. James? 

Mr. James. There was none. 

Mr. Cole. Let's turn to the other side of the tax coin, and look 
at tax deductions. Because when you are preparing a tax return, 
you are first concerned with income and then you are concerned 
with the propriety of your deductions. Is that a fair summary? 

Mr. Norton. Yes. 

Mr. James. Yes. 

Mr. Cole. In terms of deductions, when the Clintons and the 
McDougals purchased the Whitewater property in 1978, they indi- 
vidually borrowed money from two banks to purchase the property, 
to finance the purchase of the property. Is that what you recall oc- 
curred, Mr. James? 

Mr. JAMES. Well, yes, sir, by documents shown me. But I didn't 
have anything to do with it when they first bought the land. 

Mr. Cole. We have the documents. I won’t take time to show you 
the documents now but we have the bank notes that were exe- 
cuted. In the case of the bank in Flippin, Arkansas, Citizens Bank 
& Trust, Mr. and Mrs. Clinton and Mr. and Mrs. McDougal person- 
ally executed those loan documents. And .in the case of the loan 
from Union Bank in Little Rock, which there was some reference 
made to earlier, Mr. Clinton and Mr. McDougal personally exe- 
cuted those loan documents. 

Now at this time, 1978, 1979, 1980, 1981, in this period, did the 
IRS permit individuals to deduct interest payments of all kinds, ir- 
respective of who the lender was or what the purpose of the loan 
was, Mr. Norton? 
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Mr. Norton. Yes, sir. 

Mr. Cole. So in other words, if a taxpayer at that time had made 
interest payments, whether it was on a department store charge 
account or a Visa card or a bank loan to buy a house or a bank 
loan to buy investment property, the tax code in effect at that time 
permitted the taxpayer to deduct those interest charges on their in- 
dividual returns? 

Mr. Norton. At that time, yes, sir. 

Mr. Cole. So if the Clintons were personally liable on the White- 
water loans and they made payments out of their pocket, wrote 
checks for interest, they could have deducted those interest pay- 
ments on their returns. Is that correct? 

Mr. Norton. Yes, sir. 

Mr. Cole. Is that your understanding, and we have the returns 
here, we can show them to you, but is it your recollection that the 
interest deductions that you were provided by the Clintons were 
properly deductible at the time? 

Mr. Norton. Yes, sir. 

Mr. COLE. Did they give you any checks or other evidence of the 
deductions that you recall? 

Mr. NORTON. I don't recall any checks. 

Mr. Cole. I understand it has been a long time ago. Well, let me 
ask you this, because this is an issue that has been raised with re- 
spect to some of these Whitewater interest payments. If the Clin- 
tons had written a check to the bank directly for the interest, 
there's no question that that would have been a proper interest de- 
duction at this time under the tax code? 

Mr. Norton. Yes, sir. 

Mr. Cole. If the Clintons, if Mr. McDougal or Whitewater had 
paid the interest, had written the check to the bank, and then the 
Clintons had reimbursed Mr. McDougal or the corporation with a 
check, is there any reason that the Clintons would not be able to 
have deducted that payment, so long as it was for interest? 

Mr. Norton. For their share of the interest they could have de- 
ducted it, yes. 

Mr. Cole. And so even if they wrote a check to another one of 
Mr. McDougal's companies, so long as the purpose of that check 
was to pay interest, then it would have properly been deductible 
under the tax code? 

Mr. Norton. Yes, sir. 

Mr. Cole. At the time, and I realize the tax laws have changed 
since that time, have they not? 

Mr. Norton. Yes, sir, substantially. 

Mr. Cole. There was a phase out period in which you could de- 
duct certain portions of your interest, and now the tax law is that 
other than home mortgage interest and perhaps a few other excep- 
tions, interest is generally no longer deductible? 

Mr. Norton. That's right. 

Mr. Cole. But at the time these transactions took place, there 
was nothing unusual, improper, or even questionable about the de- 
ductions the Clintons took for Whitewater interest? 

Mr. Norton. That’s right. 

Mr. Cole. In fact, people all across the country were doing it on 
all kinds of investments and all kinds of interest obligations? 
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Mr. Norton. I’m sure they were. 

Mr. COLE. Let me ask you this, not to further complicate things, 
but it would be a problem, would it not, if both the Clintons and 
the corporation took a deduction for the same interest payment. 
That would not have been permitted? 

Mr. Norton. That would be correct. 

Mr. Cole. We have documents that indicate that in December 
1993, the Clintons made a correction to their 1984 and 1985 tax 
returns because they learned, in the course of subsequent review 
of this Whitewater investment, that they had inadvertently taken 
a deduction for interest that, in fact, had been paid by Whitewater. 
Do you have any knowledge of that event, Mr. Norton? 

Mr. NORTON. No, sir. That was subsequent to the years that I 
prepared. 

Mr. Cole. Were you ever contacted by the Clintons or any rep- 
resentative of the Clintons regarding a correction or amendment to 
the Clintons’ tax returns? 

Mr. Norton. I was, yes, sir. 

Mr. Cole. Who contacted you, sir? 

Mr. Norton. David Kendall. 

Mr. Cole. Did you know who Mr. Kendall was? 

Mr. Norton. I did. 

Mr. Cole. Mr. Kendall is the personal attorney for the Clintons, 
is he not? 

Mr. Norton. Yes, sir. 

Mr. COLE. Did Mr. Kendall say anything to you about correcting 
prior years tax returns in the course of that discussion? 

Mr. Norton. Yes, sir. 

Mr. Cole. What do you recall that he told you? 

Mr. Norton. That they were correcting the 1979 tax return for 
some commodity transactions that had not been previously re- 
flected. 

Mr. Cole. Did he discuss with you any changes to the 1984, 1985 
tax returns? Or did he say anything about a correction related to 
Whitewater? 

Mr. NORTON. In my deposition, I said I thought he did. And I 
went back and reviewed the correspondence I had with him, and 
there was some mention in the correspondence of interest deduc- 
tions, but I have no idea now whether that had to do with correct- 
ing interest deductions or Whitewater or not. 

Mr. Cole. In fact, the Clintons did correct their 1984 and 1985 
tax returns in December 1993, and the reason I raise it with you, 
sir, is that you prepared those returns, did you not? 

Mr. Norton. No, not 1984 and 1985. 

Mr. Cole. You did not? 

Mr. Norton. 1983 was the last year. 

Mr. Cole. 1983 was the last year that you prepared the returns, 
so you don’t have any knowledge of the 1984, 1985 returns? 

Mr. Norton. No, sir. 

Mr. Cole. For the years that you prepared the returns, Mr. Nor- 
ton, including the 1979 return that you mentioned, did you have 
any reason to believe that the information that you were providing 
to the Internal Revenue Service was not correct? 
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Mr. Norton. I had no reason to believe that it was not correct. 
I had reason to believe that it was correct because it was the infor- 
mation supplied to me by the Clintons. 

Mr. COLE. You did everything within your professional ability to 
file the returns, to report income and deductions properly and file 
accurate returns with the Internal Revenue Service? 

Mr. Norton. Yes, sir. 

Mr. Cole. Now did the Clintons ever indicate to you that they 
intended to use the Whitewater investment to improperly claim 
some tax benefit or to avoid some tax liability? 

Mr. Norton. No, sir. 

Mr. Cole. I’m now clear on this, you prepared their tax returns 
between 1977 and 1983? 

Mr. Norton. That's right. 

Mr. Cole. That would have been the first 5 years of the White- 
water investment, roughly the 1978 to 1983 period? 

Mr. Norton. That's right. 

Mr. COLE. Other than the one meeting that you have already de- 
scribed that you attended with Mr. Clinton and Mr. McDougal, did 
you have any discussions with either of the Clintons about obtain- 
ing tax benefits for the Whitewater investment? 

Mr. Norton. No, sir. 

Mr. COLE. They never indicated they were trying to maximize 
the tax deductions from Whitewater or use Whitewater to offset 
their income or anything to that effect? 

Mr. Norton. I have no memory of discussions like that. 

Mr. Cole. Did they ever express any particular interest or focus 
or concern on the Whitewater investment in the years that you pre- 
pared their tax returns? 

Mr. Norton. No, sir. 

Mr. Cole. Mr. James, you were the tax preparer and the ac- 
countant for Whitewater, the corporation, during this period, were 
you not? 

Mr. James. That's correct. 

Mr. Cole. What role did the Clintons play in the Whitewater in- 
vestment by your observation during this period? 

Mr. James. As I said in my deposition, I never talked to the Clin- 
tons about Whitewater. 

Mr. Cole. So you have no recollection of talking to either of the 
Clintons about Whitewater during the period that you were both 
its accountant and tax preparer? 

Mr. James. That's correct. 

Mr. Cole. Did you send the Clintons copies of the Whitewater 
tax returns to your recollection? 

Mr. James. Mr. Cole, as I stated in my deposition, I always gave 
one retained copy, and I gave it to Mr. McDougal. Whether I sent 
the Clintons one or not, I cannot remember but I always did fur- 
nish someone with the corporation a retained copy. 

Mr. Cole. What was your practice with regard to companies that 
Mr. McDougal operated for which you prepared tax returns? Did 
you normally provide a copy of the return to Mr. McDougal? 

Mr. James. Yes, sir. 

Mr. Cole. So if there were other investors in those companies, 
would you normally provide the returns to those investors? 
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Mr. James. Mr. Cole, I can’t remember doing that. Like I say, I 
might have sent them, but I don’t recall. 

Mr. Cole. But you do not have any memory of sending the 
Clintons 

Mr. James. No, sir, I don’t. 

Mr. Cole. — copies of the Whitewater tax returns. And during 
the time that you were preparing the Whitewater tax returns, did 
you ever have occasion to consult with the Clintons, ask their ad- 
vice, obtain information from them about the tax treatment of the 
corporation? 

Mr. James. No, sir. 

Mr. Cole. Who, by your observation, was managing the White- 
water investment at that time? 

Mr. James. Mr. McDougal. 

Mr. Cole. Did the Clintons play any managerial role at all to 
your observation? 

Mr. James. Not to my knowledge, sir. 

Mr. Cole. Would it be fair then, Mr. James, to describe the Clin- 
tons as passive investors in the Whitewater enterprise? 

Mr. James. If, by passive, you mean that they had no active role 
that I knew about, yes, sir. 

Mr. Cole. During the time period that we’re talking about, did 
you ever have any occasion to meet with Mr. Clinton or Mrs. Clin- 
ton? Let’s take them one at a time. Mr. Clinton, first. About 
Whitewater or otherwise? 

Mr. JAMES. No, sir. You’re asking me concerning Whitewater? 

Mr. Cole. Let’s start with concerning Whitewater. 

Mr. James. No, sir. 

Mr. Cole. So you had no meetings with Mr. Clinton concerning 
Whitewater? 

Mr. James. No, sir. 

Mr. Cole. Did you have any other meetings with Mr. Clinton 
during that period? I believe in your deposition, you said you ran 
into him in an airport once and introduced yourself to him? 

Mr. James. Yes, sir, that’s correct. Only twice. 

Mr. Cole. He was not someone that you had dealings with? 

Mr. James. No, sir. 

Mr. Cole. Your dealings were with Mr. McDougal or, perhaps, 
Mrs. McDougal? 

Mr. James. That’s the only two, yes, sir. 

Mr. COLE. What about Mrs. Clinton, did she play any role in the 
Whitewater, in managing the Whitewater investment during the 
period you were involved in it? 

Mr. James. Not while I was involved, sir. 

Mr. Cole. Did you have any meetings with Mrs. Clinton about 
Whitewater? 

Mr. James. In my deposition, I stated that I only met her twice, 
once I was introduced to her, and then when I took my records to 
her, when they were trying to get after Mr. McDougal and we had 
stopped doing business. 

Mr. Cole. When did you stop doing business with McDougal? 

Mr. James. Sir, as I stated, I can’t recall the exact year, but I 
believe 1985 or 1986 was the last year I did anything for him. 

Mr. Cole. So the mid-1980’s? 


3122 


Mr. James. Yes, sir. 

Mr. COLE. Did there come a time subsequent to that where Mr. 
Clinton contacted you and asked for Whitewater tax information? 

Mr. James. Well, according to my deposition, Mr. Clinton called 
me at home one night and was concerned because things had not 
been filed, and I explained to him that I didn't have any of those 
records, and I told him that I would try to help, try to find Mr. 
McDougal and see what was going on. But I wasn't able to do that. 

Mr. Cole. This was a time when Mr. McDougal had left the Lit- 
tle Rock area and you were no longer dealing with him regularly? 

Mr. James. That's correct. 

Mr. COLE. We asked you this in your deposition, and I think your 
answer was, you really can't recall the year, but do you have some 
sense of the time when this occurred? 

Mr. James. When I met? 

Mr. Cole. When Mr. Clinton called you and asked if you could 
gather some tax records? 

Mr. James. No, sir, I cannot recall the year or the time. 

Mr. Cole. And the purpose of Mr. Clinton's call was to obtain in- 
formation so that the Whitewater tax returns could be filed? 

Mr. James. Yes, sir. 

Mr. Cole. You were no longer filing the Whitewater tax returns 
at that time? 

Mr. James. No, sir. 

Mr. Cole. And were you able to obtain any information for Mr. 
Clinton? 

Mr. JAMES. As I recall, I wasn't able to get ahold of McDougal. 

Mr. Cole. Where was Mr. McDougal at this time, do you know? 

Mr. James. No, sir. Again, that would depend on the timeframe. 
I know he was out of the State for awhile, and then he was also 
sick, so I really don’t know where he was. 

Mr. COLE. This would have been during the time in the mid- to 
late-1980's when Mr. McDougal was sick and perhaps out of State? 

Mr. James. As I recall, that's correct, sir. 

Mr. Cole. With regard to Mrs. Clinton, did you ever have any 
contact with her regarding Whitewater? 

Mr. James. The only time was when I took my records to her of- 
fice, and here again, as I told you, I don't remember if I met her 
once when I took the records up there, or when I picked them up, 
my personal files. 

Mr. Cole. When was that? Was it during the 1992 Presidential 
Campaign? 

Mr. James. No, sir, it was before then. 

Mr. Cole. It was before the campaign? 

Mr. James. Yes, sir. 

Mr. Cole. Mr. Norton, did you have any contact with Mrs. Clin- 
ton during the 1992 campaign relating to tax matters? 

Mr. Norton. She called me and asked me if I could locate our 
old tax files from when we were preparing, Foster & Company was 
preparing their tax returns. 

Mr. COLE. Were you able to locate those records for her? 

Mr. Norton. No. 

Mr. Cole. Other than that, did you have any contact with her? 
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Mr. Norton. Well, she called back several weeks later and asked 
if I had been able to locate anything, and I said no, and that was 
really the only two contacts I had with her during the campaign. 

Mr. Cole. Did she indicate why she needed the tax returns? 

Mr. Norton. No. 

Mr. Cole. Did you know at that time that Whitewater had be- 
come an issue in the campaign? 

Mr. Norton. Yes. 

Mr. Cole. I take it you could probably figure out why she needed 
the tax returns? 

Mr. Norton. Yes. 

Mr. Cole. She was your client, and she had a right to get them 
if she wanted them? 

Mr. Norton. I’m sure she did. 

Mr. Cole. My time’s expired. Thank you. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Now, Mr. Norton, about 10 minutes ago, Mr. Cole 
asked you about a conversation you had in 1993, I guess it was, 
or 1992 with Mr. Kendall concerning unreported gains on commod- 
ities trading by Mrs. Clinton in 1979. Would you tell us about that? 

Mr. Norton. The conversation I had with Mr. Kendall really he 
asked me about the tax exam, in my memory, of the tax exam on 
the 1979 year. He sent me some information, a copy of the IRS’s 
letter setting up the tax exam and information the IRS had re- 
quested. He had also sent me a computer printout from the IRS’s 
records indicating the tax activity for that year, and that there had 
been an exam, and the results of the exam. 

I helped him as best I could, I really had very little memory of 
that tax exam. But he told me that they had hired some account- 
ants, the Clintons, the campaign, whoever had hired some account- 
ants to look at the transactions in 1979 and discovered that there 
were I believe two transactions that were not reported, two com- 
modity transactions that were not reported on their return. He said 
they were going to file an amended return on that, and wanted to 
inform me of that since I had prepared that 1979 return, and he 
asked me if I had a problem with that, and I said no. 

Mr. Chertoff. When was this call with Mr. Kendall, 1993? 

Mr. Norton. I could look at the file. I don’t remember the year. 

Mr. Chertoff. Was it after Mr. Clinton had become President? 

Mr. Norton. Can I just look? 

Mr. Chertoff. Sure. Take a moment to look. 

Mr. NORTON. February 1994. 

Mr. Chertoff. February 1994. So to put that in perspective, that 
is after Mr. Fiske was appointed Special Counsel, you had a con- 
versation with Mr. Kendall in which he indicated to you that he 
had discovered that the Clintons had made profits on commodities 
transactions which they had not reported on the tax returns? 

Mr. Norton. Actually, it was a profit and a loss. There was some 
of each. 

Mr. Chertoff. So there were two transactions and commodities 
that had not been reported on the returns? 

Mr. Norton. That’s — yes, sir. 

Mr. Chertoff. Did he tell you what the dimensions of the profit 
and loss were? 
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Mr. Norton. Yes, sir. 

Mr. Chertoff. What were they? 

Mr. Norton. Give me a second and I will tell you. There was a 
short-term capital gain of $6,498, and a short-term capital loss of 
$80 that was not reported. 

Mr. Chertoff. Well, if you net it out, there was about a $6,000 
profit that was not reported? 

Mr. Norton. That's right. And it appears as if the loss was in 
the 1979 return, should have been in the 1979 return, and the gain 
should have been in the 1980 return. 

Mr. Chertoff. When you say the gain should have been in the 
1980 return, do you mean that Mrs. Clinton was doing commodities 
trading in 1980? 

Mr. Norton. According to this information, yes. 

Mr. Chertoff. That there was $6, 000-plus of profits in 1980 that 
were not reported? 

Mr. Norton. That’s right. 

Mr. Chertoff. Did Mr. Kendall tell you why you had not been 
given this information by the Clintons? 

Mr. Norton. I’m not — I mean, he didn’t tell me why the Clintons 
didn’t give it to me. He stated that there was monthly statements 
provided by the brokerage firm, but that there was not a year-end 
summary of the activity provided by the brokerage firms to the 
Clintons. 

Mr. Chertoff. When you did the tax returns for the Clintons in 
1978 and 1979 when they also did a lot of commodities trading, did 
you work off the brokerage statements, or did the Clintons give you 
a piece of paper, or a summary of the profits? 

Mr. Norton. That’s a long time ago 

Mr. Chertoff. I know. I am just asking you, in general? 

Mr. Norton. I vaguely remember year-end summary statements 
from the brokerage firms that gave the profit and loss to report. 

Mr. Chertoff. I am going to ask that we show you a portion of 
the 1980 return, which I believe should be marked as Schedule D, 
that reflects a small amount of commodities’ profits. 

Mr. Chertoff. While we are locating that, let me move on to 
something else, but I am going to want to come back to this ques- 
tion of how it is that there was a significant profit in commodities 
trading that was not given to you to report to the IRS. 

But let me come back to another issue of profit where there is 
a question about whether it was reported. This goes back to what 
Mr. Cole raised with respect to that installment sale, that 15-acre 
installment sale. Again, that is the piece of property, the portion 
of the deal that Mr. Clinton did with Mr. McDougal that was not 
mentioned in Mr. Clinton’s interrogatory. 

Oh, I’m sorry. Here it is. It is No. LP-682. It is the 1980 Sched- 
ule D. We are going to give it to you right now. I understand, Mr. 

) Norton, and in fairness to you, for the record, you were totally cap- 
tive to the client here. It is what the Clintons give you. You do not 
have an independent basis. 

Mr. Chertoff. You did report some activity in commodities for 
1980, a loss of $449; a gain of $130, for a total loss of $319. 

Mr. Norton. I know the $449 is a commodity transaction. 

Mr. Chertoff. You are not sure what the $130 is? 
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Mr. Norton. I don’t know what the $130 is — no, wait. The $130 
is not — there is a schedule attached. It is not commodities. 

Mr. Chertoff. OK. So the point is that the Clintons, in fact, spe- 
cifically gave you information about the fact that there was some 
commodities’ activity, but the information that they gave you indi- 
cated a loss of $449 instead of a profit in excess of $6,000. Is that 
fair to say? 

Mr. Norton. Yes, sir. 

Mr. Chertoff. So it is not as if they just overlooked the com- 
modities trading altogether that year; it is that they gave you the 
loss, but they didn’t give you the profit. 

Mr. Norton. Yes. 

Mr. Chertoff. Now let’s go on to this other issue of profit. We 
have this installment sale on this other piece of property which Mr. 
Clinton bought from Mr. McDougal, which again he omitted to put 
in his interrogatory answers. Mr. Cole asked you whether it is cor- 
rect that, in fact, the buyer of the property from Mr. Clinton on the 
installment sale never finished paying off the property, then obvi- 
ously, Mr. Clinton would not have to report a profit, and I agree 
that that is correct. But you would agree with me that if, in fact, 
the purchaser had not paid off the balance of the installment sale, 
the Clintons would have been entitled to take a deduction. Because 
if they lost money, having bought the property from McDougal and 
then not getting the purchase price from the new purchaser, they 
would have taken a loss; right? 

Mr. NORTON. It depends on whether they got the property back 
or not. If they got the property back, there would be no loss. If they 
did not get the property back, there would not be a loss. 

Mr. Chertoff. Well, we have no evidence that they got the prop- 
erty back, or that they owned the property afterwards, or that they 
ever had another transaction in the property. So my question to 
you is: Did they ever tell you that there was a loss and that they 
wanted to take a deduction? 

Mr. Norton. I have no memory of that, sir. 

Mr. Chertoff. I assume if they had told you, you would have 
put it on the return? 

Mr. Norton. I think I would have; yes, sir. 

Mr. Chertoff. Let me move on to another issue. It is interesting 
that Mr. Cole brought up the issue of commodities, because it is in 
1978, 1979, and 1980 that these — well, now we know it is 1980; we 
did not know that before, but in these 3 years there are the well- 
known commodities profits. 

Also, these are the years in which the Clintons evidence an inter- 
est in getting some fast deductions from this Whitewater invest- 
ment. There was a payment. I want to direct your attention to 
Schedule A for the 1978 return. It is LP659. You will see that it 
says, “Interest Expense, Great Southern Land Company, $10,131.” 
Do you see that? 

Mr. Norton. Yes, sir. 

Mr. Chertoff. We all agree here that at that period of time pay- 
ment of interest on a loan was tax deductible. 

Mr. Norton. Yes, sir. 

Mr. Chertoff. But you will also agree with me that you are only 
supposed to deduct interest that is due. If you prepay interest from 
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another year, a later year, you are not entitled to deduct it in the 
year you pay it; right? 

Mr. Norton. That’s right. 

Mr. Chertoff. That is because if you allow people to deduct a 
year in advance, they might be able to manipulate their deductions 
to offset income in a way that would be favorable to them and un- 
favorable to Uhcle Sam; right? 

Mr. Norton. Yes, sir. 

Mr. Chertoff. Now do you know whether, in fact, the $10,131 
in interest that was paid in 1978 was for interest that was due and 
owing in 1978? 

Mr. Norton. I don’t know how to answer that question. I know 
that it was deducted, and it was given to me as a deductible by the 
Clintons. 

Mr. Chertoff. So they just told you that it was interest that 
was due and owing and they had to pay? 

Mr. Norton. Yes, sir. 

Mr. Chertoff. Have you subsequently learned — and when I say 
“subsequently,” I mean, very recently — that, in fact, most of that 
$10, 000-plus in interest was really for interest due in 1979? 

Mr. Norton. I have learned that in my deposition. 

Mr. Chertoff. So that it was improper for the Clintons to tell 
you that was interest that was deductible in 1978? That was not 
a proper deduction? 

Mr. NORTON. That’s right. 

Mr. CHERTOFF. The effect of that was, again, fitting in with the 
pattern we saw earlier, it accelerated the deduction. The Clintons 
got to take a deduction earlier than they otherwise would be able 
to take if they had done this according to Hoyle? 

Mr. Norton. Yes, sir. 

Mr. Chertoff. Now let me move to 1980. I would like to show 
you Schedule A and B from 1980, LP678. Here we have an interest 
expense to James McDougal of $9,000. Again, you got that from the 
Clintons? 

Mr. Norton. Yes, sir. 

Mr. Chertoff. They told you it was an interest expense? 

Mr. Norton. Yes, sir. 

Mr. Chertoff. That they were paying back interest on a loan? 

Mr. Norton. Yes, sir. 

Mr. CHERTOFF. The law at that time, as it is now, was that prin- 
cipal, repaying the principal of a loan is not deductible? 

Mr. Norton. That’s right. 

Mr. CHERTOFF. I mean, there is no question about that. Even I 
from my brief exposure to kind of baby tax in law school remember 
that. Did you know at the time, as we now know, because of the 
reconstruction of the records that, in fact, the $9,000 payment was 
for principal? 

Mr. Norton. I did not know that. 

Mr. Chertoff. Would you agree with me that it was improper 
to deduct a principal payment as an interest expense? 

Mr. Norton. I agree with that. 

Mr. Chertoff. By the way, the source of my knowledge that this 
is principal comes from the Pillsbury Report. The accountants that 
worked for Pillsbury did an analysis and reconstructed the records. 


3127 


I am not going to go through the whole arcana of the tax law, 
and I am not going to ask you about the 1984 and 1985 deductions 
which have been discussed publicly, and those were not on your 
watch, and I want to make it clear, Mr. Norton, you were always 
relying on what the Clintons told you, and you made your judg- 
ment based on what they told you? 

Mr. Norton. Yes, sir. 

Mr. Chertoff. But just based on what we have seen in this last 
15 minutes, there is $6, 000-plus of unreported profit in 1980 on 
commodities. There is some portion of $10,000 of interest improp- 
erly taken in advance to accelerate the deduction. There is $9,000 
in interest that is taken as a deduction that is not deductible be- 
cause it is the repayment of principal. There is at least a serious 
question about whether this installment, the profit on the install- 
ment sale of property was ever properly reported. That may be ad- 
ditional unreported income. We do know that the President never 
mentioned this transaction with McDougal on this 15 acres when 
he was asked about it in his interrogatories, or even, for that mat- 
ter, when he testified about it as part of his trial in Little Rock. 

So, I mean, based on what we have explored in terms of the 
record and your recollection, I take it that when you prepared the 
documents, and when you gave advice, you relied totally upon what 
Mr. and Mrs. Clinton told you? 

Mr. Norton. Yes, sir. 

Mr. Chertoff. Any inaccuracies, or errors, or failures to report 
income, or taking wrong deductions, or not giving correct answers 
in interrogatories, that is not anything that you had anything to 
do with? 

Mr. Norton. Yes, sir. 

Mr. Chertoff. Thank you, Mr. Chairman. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Let’s go to the issue of Mr. Kendall’s call to 
you and the corrective measures that were taken. Mr. Chertoff 
seemed to raise his eyebrows in surprise to hear your answer about 
the two items, the profit and the loss, the loss and the gain from 
1980, for the 1980 return. 

Indeed, a release was issued by Mr. Kendall, according to our 
records, in April 1994, more than 2 years ago, where all of this was 
set out in detail. It talks about, among other things, the 1978, 1979 
return, and on page 3 in the first full paragraph of that 2-year-old 
release by the President’s lawyer, he says: 

In the analysis of the records by the Clintons’ attorneys and accountant concluded 
over the weekend, it was determined that a small capital loss of $80 from the Clin- 
tons’ account was not reported on the 1979 return. It was also determined that a 
short-term capital gain of $6,498 from the ACLI account was not reported on the 
1990 return. 

Senator Sarbanes. 1980. 

Mr. Ben-Veniste. I’m sorry, the “1980 return.” Then he goes on 
to say that: 

Three of the last five Presidents have been required to pay back taxes that the 
IRS determined were due and owing. Here the Clintons have reached back 14 years 
to a time long closed by the IRS and, after careful investigation, have made the 
determination themselves to pay not only the tax but the interest for that entire 
period in an amount that dwarfs the tax paid. 
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With respect to what the IRS’s procedures are, do you know, Mr. 
Norton, what the statute of limitations is with the IRS with respect 
to failure to make payments? 

Mr. NORTON. Normally, it is 3 years from the due date of the tax 
return. 

Mr. Ben-Veniste. Unless fraud is involved? 

Mr. Norton. That’s right. 

Mr. Ben-Veniste. In which case it would be? 

Mr. Norton. A 25 percent misstatement of gross income would 
be 6 years. Fraud is unlimited. 

Mr. Ben-Veniste. So 6 years and 3 years. And here, according 
to Mr. Kendall’s statement, 2 years ago all of this was fully laid 
out. The taxes were fully paid, even though the IRS had no ability 
to collect it. Is that right? 

Mr. Norton. That’s right. 

Mr. Ben-Veniste. I am delighted that Mr. Chertoff has agreed 
with the Pillsbury analysis. That is the first time we have heard 
such a statement from the Majority side. And we can quote the 
exact language that was written at page 31 of the Pillsbury Report 
which says: 

On August 23, 1980, the Clintons paid $9,000 to an unknown payee. Through a 
reconstruction of a Citizens Bank mortgage history it has been determined that this 
payment was applied as principal to the outstanding balance of the Citizens Bank. 
The Clintons deducted the $9,000 payment as an interest expense in their 1980 Fed- 
eral Income Tax Return. 

This is the transaction that Mr. Chertoff asked you whether it 
was appropriate to deduct a principal payment as interest. Obvi- 
ously, that was an error. 

Mr. Norton. Yes, sir. 

Mr. Ben-Veniste. Obviously, also, this has been the subject of 
much prior discussion and whatever tax liability incurred has long 
been paid. Indeed, the Majority has employed, according to what 
we see in the reports, long ago on this issue, an individual by the 
name of Steven Bankler who has sat in on your depositions, and 
who was a consultant to The Wall Street Journal. Mr. Bankler’s 
opinion of the Clintons owing more tax liability than reported has, 
in itself, been well documented; and now, I guess, life follows art. 
We now see the expression of Mr. Bankler’s previously formed 
opinion produced in the questioning here today. 

Mr. Cole. 

Mr. Cole. Mr. Chertoff also asked you, Mr. Norton, about a pay- 
ment in 1978 that might have covered interest for 2 years, 1978 
and 1979. Do you recall that particular interest payment by the 
Clintons? 

Mr. Norton. Yes, sir. 

Mr. Cole. That is described in the Pillsbury Report at page 28 
where it states that “The Clintons paid their portion by personal 
check dated December 28, 1978, for $10,130.58 made out to the 
Great Southern Land Company.” And there is a footnote that says: 

Because they paid the money to Great Southern Land Company in 1978, the Clin- 
tons claimed the entire amount as an interest deduction on their 1978 Income Tax 
Return, even though the interest on the Whitewater debt was only partially due in 
1978. 
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Now at this time, Mr. James, in 1978 and 1979, you have already 
testified that Mr. McDougal was managing the Whitewater invest- 
ment, was he not? 

Mr. James. Yes, sir. 

Mr. Cole. Do you have any reason to believe that the Clintons 
would have known, other than from whatever information Mr. 
McDougal would have provided to them, whether a particular obli- 
gation was interest, or principal, or for one year or another? 

Mr. James. No, sir. I, you know 

Mr. Cole. They were not calling you and asking you for informa- 
tion, or asking you to provide them copies of the books and records 
of WTiitewater Development Corporation, or anything like that? 

Mr. James. No, sir. As I stated, I didn’t have any dealings with 
it before it was incorporated. 

Mr. Cole. Now let’s talk a bit about Mr. McDougal and his man- 
agement style of his various real estate ventures. He had several 
at that time, did he not? 

Mr. James. Yes, sir. 

Mr. Cole. About how many different real estate developments at 
different places in the State of Arkansas was Mr. McDougal man- 
aging then? By “then,” I’m sorry, I mean, the 1978-80 time period. 

Mr. James. I would say five or six, at least. 

Mr. COLE. Was Mr. McDougal a good and careful recordkeeper 
with respect to those various developments? 

Mr. James. No, sir. He carried a lot in his head. 

Mr. COLE. He carried it in his head. In fact, at the end of the 
year, did he sometimes bring piles of checks, documents, and re- 
ceipts in a box, hand it to you and say, “here, do the tax returns”? 

Mr. James. Basically, yes, sir. On most of them I got them at the 
end of the year. 

Mr. Cole. So you would not know until the end of the year what 
Mr. McDougal had done during the year, and then he would just 
give you a kind of unstructured pile of information that you had 
to sort through and prepare a return? 

Mr. James. Yes. According to my deposition, I got check stubs, 
bank statements, and documents like that and had to file a return 
from that; plus sitting down with Mr. McDougal and asking him 
questions. 

Mr. Cole. You were the accountant for Whitewater? You were 
the person who was responsible for keeping his books and records 
and preparing his tax returns? 

Mr. James. Yes, sir. 

Mr. COLE. Do you have any reason to believe that Mr. McDougal 
was more careful or provided better information to people who may 
have invested with him in these ventures? 

Mr. James. I had no knowledge of that, sir. 

Mr. Cole. So in fact, they may have had even less information 
than you had? 

Mr. James. Yes, sir. 

Mr. Cole. What you had wasn’t very good, was it? 

Mr. James. That’s possible. 

Mr. Ben-Veniste. When Mr. McDougal left Arkansas, that was 
in what, 1986? 

Mr. James. I’m not sure what year, sir. 
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Mr. Ben-Veniste. Well, whenever it was that he left, he took his 
“head” with him and left the shoe boxes. 

Mr. James. Well, I had basically stopped doing his work for him 
by then. 

Mr. Ben-Veniste. You were sort of the voice of organization, at 
least in terms of trying to reassemble or reconstruct these records? 

Mr. James. Yes, sir. 

Mr. Ben-Veniste. Did you know of any other person that Mr. 
McDougal relied upon to provide that service? 

Mr. James. No, sir. 

Mr. Ben-Veniste. So that when Mr. McDougal left taking his 
head full of organization such as it was with him, and leaving be- 
hind perhaps even less in the way of documentation than you were 
used to assembling, it would be quite a Herculean task for some- 
body to make sense out of it? 

Mr. James. That is correct. 

Mr. BEN-VENISTE. We would cede back the time to try to move 
this along. 

The Chairman. Senator Murkowski. 

OPENING COMMENTS OF SENATOR FRANK H. MURKOWSKI 

Senator Murkowski. Thank you, Mr. Chairman. 

Mr. Norton, you did the Clintons records from 1977 to 1983? 

Mr. Norton. I prepared their tax returns from 1977 to 1983. 

Senator Murkowski. You are a CPA? 

Mr. Norton. Yes, sir. 

Senator Murkowski. You have been in practice how long? 

Mr. Norton. Since 1967. 

Senator MURKOWSKI. All right. You signed off on these returns 
as a CPA for the Clintons? 

Mr. Norton. Yes, sir. 

Senator Murkowski. When you are in discussion with your cli- 
ents, as is the case, what is your approach to having documenta- 
tion in case the IRS should audit the tax return? Do you encourage 
your clients to make sure they have documentation as a matter of 
course? 

Mr. Norton. Yes, sir. 

Senator Murkowski. Why, then, in this particular 1978 itemized 
deduction where we have the Great South Land Company taking 
a deduction of $10,131, did you not caution the Clintons on the ne- 
cessity of providing some documentation? 

Mr. Norton. On that specific transaction? 

Senator Murkowski. Well, it is the largest single deduction in 
the 1978 return, and it is one of the items in question here. 

Mr. NORTON. I do not know how to answer that question. That 
was a long time ago. 

Senator MURKOWSKI. When you sat down and reviewed the form 
prior to them signing it, and as you indicated it is a matter of pro- 
cedure to have documentation, did you say, well, we ought to take 
a look at the documentation, or do you have the documentation? 
Was there any reference to documentation on this particular item? 

Mr. Norton. I can’t sit here and tell you one way or the other 
whether that was discussed at that point in time. 
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Senator MURKOWSKI. But you did sign off on it. You since have 
become aware that it is not fully deductible? 

Mr. Norton. Yes, sir. 

Senator MURKOWSKI. Yet, as a CPA you have kind of an obliga- 
tion to your clients to look after their best interests and to protect 
them from making a mistake, and this is a pretty significant mis- 
take? 

Mr. Norton. I understand your question. I don’t know how to 
look at each item 

Senator Murkowski. Let me try and help you out. I mean, we 
all want to take the maximum deductions and pay the least tax 
and do it in a legal manner, but when we have a payment of the 
magnitude of this that is taken as an interest deduction, one would 
want to make sure that that would not be questioned and would 
be a legitimate deduction. And I am sure you would want to ensure 
that for your client, as well? 

Mr. Norton. I did rely on the Clintons to know what is interest 
and what is not interest. I am sure, I doubt seriously 

Senator Murkowski. You relied on them as to what was interest 
and what was not interest. Is that correct? 

Mr. Norton. Yes, sir. 

Senator MURKOWSKI. But did you satisfy yourself that there was 
adequate documentation to protect the Clintons in the event that 
there would be an IRS audit? Because you would be called upon 
in that IRS audit to more or less defend and give the details be- 
cause the Clintons, obviously, rely on a CPA to do that in the prep- 
aration of the tax return? 

Mr. Norton. It is not standard practice to review each piece of 
documentation when you are preparing a tax return for a client. 

Senator Murkowski. No, but it is standard procedure to encour- 
age and satisfy yourself that the document exists, because you sign 
off on this to the best of your knowledge that this is a true and 
accurate representation of the material that has been provided. 

Ordinarily, I think most CPA’s would ensure to the client that 
they have adequate documentation. I am just curious to know why 
in an item as significant as this that that is apparently overlooked 
and now we find it was not an allowable deduction in its entirety? 

Mr. Norton. We do not know whether it was overlooked. No. 1, 
that was a transaction that occurred in 1978. My memory on an 
individual transaction that long ago is not that good. No. 2, my 
files are not available to me to know what was discussed with the 
Clintons, if anything. I can’t say one way or the other whether any- 
thing was discussed as to the documentation on that item. 

Senator Murkowski. In 1980, the Clintons deducted $9,000 as 
interest on a tax return. However, that is the $9,000 payment to 
pay part of the principal to Whitewater and not interest accrued 
as a result of Whitewater; right? 

Mr. Norton. Yes. 

Senator Murkowski. Did you prepare that return, as well? 

Mr. Norton. Yes, sir. 

Senator Murkowski. So we have gone from 1978 where there 
wasn’t documentation to a situation in 1980, what was the circum- 
stances there? 
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Mr. Norton. The circumstances would have been the same. The 
Clintons would have supplied me a list of information, you know, 
like a list of interest expense, and that documentation would be in 
my files. Again, those files are not available. I don’t know where 
they are at this point. 

Senator Murkowski. Well, it seems inconsistent to me, but ap- 
parently consistent in the manner in which these two itemized de- 
ductions have been taken, that you were simply satisfied with the 
information the Clintons provided you, as opposed to asking them 
for documentation, or to ensure that if there were an audit, the 
documentation was in your files or their files? 

Mr. Norton. In fairness, in answering that question, I do re- 
member them, both Mr. and Mrs. Clinton, supplying me, individ- 
ually, with lists of tax information. Whether there was any other 
documentation, I can’t sit here and tell you yes, or no. 

Senator Murkowski. If they would have asked you if they could 
have taken a payment and deducted it for principal, what would 
have you have told them? 

Mr. Norton. No. 

Senator Murkowski. Yet clearly in both these instances, in 1978 
and 1980, that is what happened, basically. I mean, we can go into 
what portion was interest and what was principal but clearly they 
were not all deductible. 

Mr. Norton. Well, one of these payments, and I do not know 
which one, the one that had no payee on the check — I was shown 
that in my deposition the other day — had on it “reimbursement of 
6 months interest.” Whether I ever saw that documentation before 
the deposition, I cannot sit here and tell you. But if you just looked 
at that one check and saw it was written for reimbursement of 6 
months interest, I am not sure how far back I would have to go 
to look at documentation. 

Senator Murkowski. It is difficult to go back and address past 
documentation, but you, sir, are a CPA and clearly had you been 
presented with the question by your client, I have got a payment 
here and I would like to deduct it because it is a business expense, 
and a portion of it goes to principal and a portion to interest, you 
would have said, well, fine, we can consider the interest but we 
cannot consider the principal. 

Mr. Norton. You are exactly right, sir. 

Senator Murkowski. But on the other hand, with the clients we 
have, at that time, Governor Clinton, right? 

Mr. Norton. Yes, sir. 

Senator Murkowski. Who may not have a great deal of expertise 
in taxes, but certainly you would expect Mrs. Clinton, an attorney, 
to know the difference between principal and interest and what is 
deductible and what is not deductible. Yet, you based these deduc- 
tions on their submission to you, evidently without documentation, 
and how do you explain the Clintons overlooking the difference be- 
tween deducting the entire amount paid as a business expense and 
the reality that you can only deduct interest? I 

Mr. Norton. I can’t explain that, sir. 1 

Senator Murkowski. Mr. Chairman, it is difficult for me to just I 
accept the fact that Mr. Norton can’t explain the difference; and yet 1 
you would expect a lawyer in a partnership, and certainly a Gov- I 
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emor, to have some idea of the difference between what virtually 
every American is aware of; that is, that you can deduct interest 
but you cannot deduct principal. 

We have seen it here in two cases in 1978 and 1980. I guess I 
would ask one more question, Mr. Norton. Are you aware that the 
handwritten notes of Vince Foster that were turned over to this 
Committee described the Clintons’ taxes as “a can of worms that 
you don’t want to open”? 

Mr. Norton. I think I read that in one of the news accounts. 

Senator Murkowski. Well, Mr. Chairman, I think that we have 
opened it. It is just inconsistent with reality to suggest that people 
with the expertise and business acumen of the Clintons, and in a 
venture, whether it be commodities on one hand, or real estate and 
Watergatefsic] on the other, would attempt to put down on a tax 
return a deduction for principal, when everyone is aware that that 
is disallowed and should have been caught by you. 

They should have had documentation. And, you know, here we 
are with hearings going on in this Committee relative to an item 
that should not have come up under any terms and circumstances 
simply because you cannot deduct principal for a business expense. 

That is the extent of my questioning, Mr. Chairman. 

The Chairman. Mr. Chertoff. 

Mr. CHERTOFF. Mr. Norton, do you have reason to believe, or do 
you have knowledge that the $9,000 deduction of principal ever 
was paid? Whether that was ever paid back to the Treasury? 

Mr. Norton. I have no knowledge on that one way or the other. 

Mr. Chertoff. You don’t know, as we speak here today, whether 
that has ever been paid back? 

Mr. Norton. I don’t know. 

Mr. Chertoff. I take it with respect to the commodities profit 
in 1980, the $6, 000-plus profit which I guess after the Special Pros- 
ecutor was appointed, Mr. Kendall issued an announcement about 
the fact they discovered this additional $6,000 profit. During that 
14 years between the time it should have been reported and the 
time it was reported, did you have any inkling about it from the 
Clintons? 

Mr. Norton. No, sir. 

Mr. CHERTOFF. By the way, regarding the issue of the Pillsbury 
Report — and just to make it clear, I was reading I think from what 
the accountants did in reconstructing the records — did the lawyers 
from Pillsbury ever interview you? 

Mr. Norton. No, sir. 

Mr. Chertoff. So you never were able to tell them of your recol- 
lection of Mr. Clinton’s “back off” instructions to you during the 
initial discussion with Mr. McDougal and Mr. Clinton? 

Mr. Norton. That’s right, sir. 

Mr. Chertoff. Mr. James, I would like to close by turning to 
you. I would like to give you a page of a book written by James 
Stuart, page 153, called “Blood Sport.” There are two paragraphs 
that recount a discussion which the author says took place between 
you and Susan McDougal. 

There are only three possibilities with respect to this discussion. 
Either the author made it up, or he got his information from you, 
or he got his information from Susan McDougal. So since we have 
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you, I want to go through this with you and I want to ask you a 
couple of questions. This relates to an event that is supposed to 
have occurred in 1986. Beginning in the first full paragraph: 

Perhaps the 1984 delays could be ascribed to negligence, but now in 1986 Susan 
felt that Hillary was being obstructionist. Susan was so upset by Hillards recal- 
citrance that she called Charles James, the accountant who handled the Whitewater 
books and had handled the paperwork to incorporate Whitewater Development in 
the first place. Susan explained that Hillary was refusing to submit a financial 
statement, and she was desperate. What can I do, she asked? This whole house of 
cards could come down. 

James recognized how upset Susan was and how important it was to get the fi- 
nancial statement. He said he would bring the Whitewater records over to her house 
and they would prepare some information to use with Hillary. When he arrived, 
James and Susan sat down and James wrote down the various payments from the 
McDougals and the Clintons on a yellow legal pad. Of the almost $200,000 that the 
Whitewater partners had had to contribute to cover shortfalls in income from the 
development itself, the McDougals had contributed just over $138,000. The Clintons 
just under $36,000. Before performing this exercise, James and Susan hadn’t real- 
ized how large a discrepancy the payments reflected and James was irate. You tell 
her, by God, you have given all this money to this project and, by God, you want 
the statement. 
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Mr. James is this true? 

Mr. James. No. I don’t ever recall this meeting, or any of this. 

Mr. Chertoff. Now when you say you don’t recall it, it is very 
important here because, remember, there are only three possibili- 
ties. Either the author just made it up, or it comes from Susan 
McDougal, or it comes from you? 

Mr. James. It did not come from me. 

Mr. Chertoff. Are you saying you don’t remember one way or 
the other, or are you absolutely saying that this story is untrue? 

Mr. JAMES. I don’t recall this meeting or this taking place at all. 

Mr. Chertoff. So you are not in a position to deny that, for ex- 
ample, if Susan McDougal recalls it but you can’t confirm it either? 

Mr. James. That’s right. 

Mr. CHERTOFF. That is all my questions, Mr. Chairman. 

Senator Murkowski [presiding]. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Well, that is about as close to a denial as I 
have ever heard that anything remotely like this occurred. If some- 
thing like this occurred, you would remember it? 

Mr. James. I would think so, sir. 

Mr. Ben-Veniste. And 

Mr. James. Whoever the author was of this book never contacted 
me. 

Mr. Ben-Veniste. Well, we have now approached a new level 
here. Fiorello LaGuardia read the comics to the public in New York 
when there was a newspaper strike, and I guess we are into a new 
era of reading fictionalized accounts, or narrative versions of 
events. 

Who knows who produced this information, or how it was sliced, 
diced, and put in the Cuisinart to come in this form. We have dealt 
with other parts of this book and, as I have said before in these 
hearings, it is not my intention to do a book review of Mr. Stuart. 
But clearly in regard to his account of the Clinton’s financial state- 
ments and the way the loan was classified at the bank in Flippin 
where, according to the testimony we have produced under oath, 
was grossly inaccurate and unfair. 
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This is another example where the proposition is put forward 
that a conversation involving all of these elements occurred, you 
were supposed to be one of the participants, and quite clearly on 
the basis of everything you know, that conversation did not occur? 

Mr. James. Not that I recall, sir. And I would think I would re- 
call that. 

Mr. Ben-Veniste. I think that is a fair enough note to close on. 

Senator Murkowski. We have come to the determination that is 
enough for today. We are going to adjourn the hearing, and we will 
reconvene tomorrow at 10:00 o’clock. 

Thank you, Mr. Norton, Mr. James, I wish you a good day. 

[Whereupon at 11:55 a.m., the hearing was recessed, to recon- 
vene at 10:00 a.m. on Thursday, May 16, 1996.] 

[Appendix supplied for the record follows:] 
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Q All right. Well, did you ever give Mr. McDougal 
either expressed or implied permission to affix your 
signature to any documents bearing -- or relating to 
Whitewater Development Corporation business? 

A X don't remember having such a discussion, but Mr. 
McDougal was clearly managing the property and doing 
what he thought that he could to move the property. 

Q Okay . 

A But I don't remember any specific discussion of 

that, sir. 

Q And you entrusted Mr. McDougal, or you trusted Mr. 
McDougal to do what was necessary for the benefit of the 
joint venture between yourself and your wife; is that 
correct? 

A X did trust him, yes, sir. 

Q All right. And were there occasions, for instance, 

where Mr. McDougal would send you documents to sign, 
such as loan renewals and extensions, that you would 
sign and return to him? 

A Well, I signed some renewals and extensions over 
time, perhaps he sent them to me. I don't remember 
specifically. 

Q Well, did you ever initiate or undertake an active 
role in obtaining the financing for Whitewater 
Development Corporation, itself? 
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1 A No, sir, I did not. 

2 Q All right. As far as the initial loans that 

3 Whitewater, can you explain to the jury basically how 

4 * Whitewater Development Corporation was initially 

5 financed? 

6 A Yes, sir. When we bought the 230 acres of land, we 

7 -- the price was $200,000.00, and we paid $20,000.00 

8 down, which we financed with a loan, I think from Union 

9 Bank of Little Rock, but anyway, from another bank, and 

10 then we borrowed the $180,000.00 amount from the local 

11 bank in Marion County, the bank in Flippin, it has had 

12 several different names over the last 15 years, I think 

13 it has had three different names, but anyway, it is the 

14 only bank in town. 

15 Q Okay. 

16 A We borrowed the money from that bank, the principal 

17 amount. And it was -- and our hope, I will say again, 

18 was that we could sell enough lots so that the income 

19 from the lots would at least be sufficient to pay off 

20 the bank notes when they came due, and then hopefully, 

21 some day, we would actually make a profit. 

22 Q Okay. 

23 A It was a vain hope, as it turned out. 

24 Q As far as the land itself, let # s take it one step at 

25 a time, you talked about the purchase of the land. Did 
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1 dreams or visions were for this particular property? 

2 A Well , he told me what he hoped --he told me what he 

3 hoped would happen to the business ventures. 

4 * Q Okay. 

5 A And I thought it was a good risk, and so I joined 

6 him. 

7 Q And you placed your trust, and your wife placed your 

8 trust in Mr. McDougal's abilities and his integrity; is 

9 that correct? 

10 A Yes. But we also had an independent judgment about 

11 what the market would probably do. Turned out our 

12 judgment was wrong. 

13 Q Now, you had a situation involving Mr. Logan's 

14 property. You indicated you got some financing at Union 

15 National Bank. Do you know who the loan officer was at 

16 Union National Bank that made that loan? 

17 A I don't remember that, sir. 

18 Q Did you ever know or meet a Harry Don Denton that 

19 worked at Union National Bank? 

20 A I know who Don Denton was. I'm not sure I met him 

21 at that time or whether he was the loan officer on the 

22 note. 

23 Q Did you have anything to do with acquiring the 

24 initial financing from Union National Bank? 

25 A I'm not sure. I might have, because I had some 
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1 friends who worked there and I knew the people who owned 

2 the bank, but I'm not sure. 

3 Q As far as the major financing from the only bank in 

4 . Flippin, and I'm with you, I can't keep the names 

5 straight, so let's just refer to them, to the bank in 

6 Flippin, as far as the major financing, did you have 

7 anything to do with that major financing? 

8 A Well, I knew the people at the bank, and I was aware 

9 that they were willing to finance it, but I believe Mr. 

10 McDougal made the contact. 

11 Q Okay. So, again, you were deferring to Mr. 

12 McDougal 's expertise and Mr. McDougal 's leadership -- 

13 A That's right. 

14 Q --in terms of establishing this particular 

15 transaction? 

16 A That's correct. 

17 Q Now, let's just jump ahead. You indicated in 1981 

18 there was a representation made to you by Mr. McDougal 

19 that the bank, in and of itself -- I mean, the land, in 

20 and of itself, was now generating enough income to 

21 become self-sufficient. Do you remember that, sir? 

22 A I believe, to be specific, Mr. Jahn, I believe that 

23 the representation was that enough lots had been sold so 

24 that the cash flow on the lots would at least cover the 

25 bank notes when they came up. 
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Mr. Burge. We participated in a portion of the lean. 

Mr. Chert off. Is chat the same thing as saying veu 
basically split the loan and another bank took up half the 
loan? 

Mr. Burge. Yes, sir. 

Mr. Chertoff. What was the bank that took up the ocher 
half of the loan? 

Mr. 3urge. Union National Bank of Little Rock. 

Mr. Chertoff. How did that bank come to be the one that 
was invited in to take in half the loan? 

Mr. Burge. They were our major correspondent. 

Mr. Chertoff. That means a bank in Little Rock with 
when you had a relationship; right? 

Mr. Burge. That is correct. 

Mr. Chertoff. Now, Mr. Denton, you were at the Union 
National Bank of Little Rock in 1978? 

Mr. Denton. Yes. 

Mr. Chertoff. What was your position at that point? 

Mr. Denton. Senior vice president and chief lending 
officer. 

Mr. Chertoff. Do you remember a time that you learned 
about a loan that was going to be made for a real estate 
venture to be handled by the McDougals and the Clintons? 

Mr. Denton. Yes. 

Mr. Chertoff. How did you first learn about that loan? 
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Mr. Center. . I was approached iv one of :wc individuals 
chat were an emissary for the owner of the rank, Herbert 
McAdams . 

I was informed that the two parties and their wives were 
purchasing real estate; chat union Bank was being asked tc 
make a $20,000 unsecured loan for the equity in that 
purchase . 

Ac Che cime, I understood chac the balance of the 
purchase price would be carried by the seller. I was not 
aware anocher bank was involved in the transaction. 

Mr. Chertoff. So you were approached about the $20,000 
portion cf the loan? Is chat right? 

Mr. ?enccn. Yes. 

Mr. Chertoff. Who were the two- -you said there were two 
people, one of two people who approached you cn behalf of 
the owner. Who were these people you were referring to? 

Mr. Denton. It was either Gene Smith cr Paul Berry. 

Mr. Chertoff. And what was their function or their 
position at the bank? 

Mr. Denton. They were both public relations officers 
that functioned as lobbyists, paid lobbyists on staff at the 
bank. 

Mr. Chertoff. You mentioned an individual by the name 
of Paul Berry, whose name actually came up I guess earlier 
in the year in connection with a discussion at the White 
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House accuc-*I :. u .:r«< ic was i n January of 1994 - - abcuc 
Beverly Bassecc Schaffer. There was a lisc of people chac 
mighc be sene down cc Arkansas . 

Can you -use -ell us a liccie bir abcuc Mr. Berry? You 
said he was a lobby is c for che bank? 

Mr. Dencon. Yes. Paul Berry had- -che reason I am 
uncercarn as cc which of chose paroles approached me is 
because Mr. Berry was employed ac jusc abouc chac cime in 
1578 by che bank co accualiy cake over ana learn che ropes 
from Gene Smich. 

Dncidencally, Mr. Smich died shorcly afeer chac period 
of cime. 

Paul Berry had previously been employed as a lobbyisc 
for, 1 believe, che American Medical Associacion, had worked 
some for che Tyson foods operacion in Norchwesc Arkansas, 
and as I recall was a former roommace of Bill Clincon's. 

Mr. Chercoff. Now were you cold by chis emissary from 
che owner of che bank why che owner of che bank wancec you 
co granc chis loan co che McDougals and che Clincons? 

Mr. Dencon. I was informed chac che basis of che loan 
was Bill Clincon, who was described ac chac poinc as an up 
and coming policical scare, rising scar in che Scace of 
Arkansas . 

Mr. Chercoff. So you were cold chac che owner of che 
bank wanced you co make che loan because ic was co a group 
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that included Mr. Clinton and Mr. Clinton was viewed as 
having good political prospects? 

Is chat right? 

Mr. Denton. Thac is accurate; yes. 

Mr. Chertoff. Had you not gotten thac instruction, 
wculd ycu in your capacity as a bank officer, would ycu have 
approved an unsecured loan to Mr. McDougal and to Mr. 

Clinton and their wives? 

Mr. Denton. No. 

Mr. Chercoff. Why not? 

Mr. Denton. I had previous banking experience with Jim 

McDougal, all of which had been very satisfactory, but ail 

had involved the personal involvement of former Senator 
Ful bright . 

Senator Fulbright had guaranteed all the previous loans 
to Mr. McDougal. McDougal had a reasonably modest net worth 
and was not entitled to a $20,000 unsecured credit, in my 
opinion. 

Mr. Chertoff. Now you also indicated, Mr. Denton, you 

did noc realize at the time you were involved in a $20,000 

loan; that there were going to be other loans and 
participation from other banks on portions of this loan. 

Is that correct? 

Mr. Denton. I was noc aware of thac. I had understood 




chat the ocher loan would be carried by the seller of the 
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property . 

Mr. Ihertcf f . Now did you receive financial statements 

in conneccicn with this $20,000 lean? 

✓ 

Mr. Denccn. I don't: recall if I received one 
specifically on chat loan. I had in the bank's possession 
current financial statements from Mr. McDougai on exist mo 
leans. 1 did not receive a personal financial statement 
from Sill Clinton. 

Mr. Chertoff. Was there a point thereafter that some of 
the Bank Examiners, or regulators at some point criticized 
the documentation underlying this particular loan to the 
McDougais and the Clintons? 

Mr. Denton. As I recall, wi :hin a year, perhaps a two- 
year period, that loan was lifted among other loans as being 
ere poorly documented for having the absence of financial 
statements . 

Mr. Chertoff. Mr. Denton, in this period of time 
generally, I just want to ask you a question about the 
philosophy of the bank and Mr. McAdams, the owner of the 
bank, concerning loans to political figures, did he have a 
philosophy or a policy, or was there a philosophy or a 
policy at the bank about how to treat applications for loans 
from people who were politically powerful? 

Mr. Denton. I don't know if there was a stated policy 
regarding political loans. I would say that there was 
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certainly net a icmal, written pclicy ir. that regard. 

Mr. Chertoff. Was there a practice? 

Mr. lenten . The practice was fairly well described. 

Mr. McAdams was actively involved in politics and had been 
fer a number of years, and had a number of contacts in the 
political arena, and frequently extended credit to political 
entities . 

Mr. Chertcff. Mr. 3urge, I want to come back to you. 

Now at seme point in 1973 the loan is out; the property 
is acquired. Your bank, the Citizen's Bank, has about half 
of the loan, about $90,000, and the other part of it is over 
at Union National Sank. 

Is that right? 

Mr. Surge. That's correct. 

Mr. Thereof f. And did there come a point that you 
became concerned about the problem with the sales of the 
property that was hopefully supposed to be providing the 
income to pay back the loan? 

Mr. Burge. Yes, I did. 

Mr. Chertoff. What was your concern? 

Mr. Burge. Well, there had been a period of time there 
had not been any sales at all on the property. 

Mr. Chertoff. Did you take some steps to approach the 
McDougals and the Clintons about requiring them to start to 
pay off the principal of the loan because you were concerned 
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:i problem with that. 

■131 I do have a problem with us gening into 
i4| whatever business Mr. Berry maybe doing that 
Juesn't 


' 1*1 


have anything to do with the resolution^You know, 
used to lobby and I know that in sprrie sense - in 
some instances, it is not appropriate to disclose 
what you are doing on behalf of your clients. I 
don't know if that's the c Asc for Mr. Berry or hoc. 
But 1 don't think we need to put him in fj 
position. 

MR. BARTOUt)MUCCI: /The resolution 
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doon t - we can /ask him wnat his date of birth is. 
but some questions are background and the authority 
to ask them are fairly implicit in other items in the 
resolution, and/in this Case. I think this fairly 
goes to the nature of l/ts involvement with the White 
House. 

I have no intension of probing in any 
detail the - whit he qoes on behalf of clients with 
the White House, bud did want to have a sense of 
w ho he talks to it the ^Vhue House because then that 
can exclude certain possibilities later. 

MR. IVEY: \ I ddnt have any problem with 
that type of questioningXl do have a concern about 
asking specifically about me substance of what he 
may have lobbied on.\ 

MR. BARTOLOMVCC\ I had no intention of 
asking anything like that. ' 

THE WITNESS: The N hm>r^pnmte answer is I 

l'*i have never requested any membbr of the White 
House 

:o| statf ur the President to make an appointment for me 
: ; | anywhere in the executive branch of government, 
never 

at any lime during his presidency. I have, for 

Page 17 

. | information purposes, informed different people in 
the White House of some of my activities, and I - 
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when I have bee 
I ain working or 
that kind of con' 


BY MR. B/ iRtOLOMUCCI: 


' 1211 various branches of the administration - of the 
l—i executive branch of government. I have arranged 
Page 18 

III meetings for clients, with the various officials in 
theeteeutixe branch. But your question was about 
the White t 

Q That ‘.v i 

Turning your attention hdtkjo the Union 
Motional Bank. 

-A— 

Q Dunnt~ui(time that you »Vrr there, were 
you aware of the fact>hatthe bank had made an 
unsecured S20.000 loan tcNlill Cluuo\and Jim 
McDougal ? 

A Yes, sir. 

Q Did you have any mvolvetaeru - \ 

A Are you aware that we had a pri 
Union National Bank where we rodtindyta 
unsecured loans to individual accounts? " 
marketing device was called "prestige bat king." We 
identified young professionals and offere I to them a 
$10,000 line of unsecured credit if tney would open 
their checking accounts with us. 

Q So, what you are telling me J the bjmk had a 
policy of extending $ 10.000 of credif to thpse young 
Page 19 

professionals who opened - 
A Yes. 

Q - new accounts ?. 

Yes. .Many>dnks had that at fctat time that 
It genetically had difTet 


sked what are you doing. Paul, well 
^is. that and the other. I have had 
ition. 
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HOI 

mi 

mi 
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mi 
n si 

M6| 
H7| 
! I8| 
l|9| 


Line me that sou haven 't had 


{J St/, are 

anv nmvrrsatioi s with White House employee* which 
nrrr on behalf t. f clients as pan of your lobbying - 
lad conversations as to process, 
timin g will be on matters, and what 
be./tfth the establishment of the 


Q Way this S20.000 loan to Bill Clinton and 
Jim McDougal made as pan of the program you haw 
just described? 

A No. It was not unusual. The loan "was made 
to Mr. Clinton and Mrs. Clinton. I had solicited 
their personal banking business and we had their 
personal accounts. And when they had a credit need, 
we were - I was the one that introduced them, as I 
recall to Mr. Denton. 

Q / want tv be dear o\\tmeihing. It is our 
understanding that l described^. \htch was - 

A Yes. 

Q - granted in June of 'fS a loan to 
Bill Clinton and J im anasneither of their 


ition on the range of issues. 
it J told me that you do lobbying at 


ioi A I have 

: 1 1 how - what the 
; the process will 
.31 administration^ 
ai Q Mow, y 

..'I the federal level 
m A Yes. 

* i (J And l assume that means some interaction 

\> mfh guwmmcnt employees . so is it members or staffs 
<*• ,»/ the legislature that you havr been involved with ? 
;-j: A I have - yes. and I have also called on 


1 2 1 1 spouses were parties that loan. Youmentioned - 

I— | A I didn't see the signed loan a greement. ' 

Page 20 

'll thought it was to Mr. and Mrs riintmt^l thought 


she was on the note also, but I have never seen that 
i3| original loan document. 

;j| Q l just wanted to make sure we were talking 
:5| about the same thing. 

tel A Mr. McDougal was already a customer of the 
:~\ bank when that loan was made: a loan customer, too. 
iSf Q You just said you solicited the Clintons ' 

:9 1 personal banian g business for the bank ? 

.ioi A Yes. 
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mi 


<Q Does that mean you were involved in the 


1221 that in fact - 


1 121 makimg of this loan we ore talking about ? 

H3I A I was involved in that to the extent that I 
|I4| had .asked them to bank with us* open their personal 
II3| banding accounts with us, and we had pe rsonal 

g accounts, of tljrCtilffons, and we 
call on all our cu$ierf>ers. if they had a 
credQ need, if they wanted to borrow money, that was 

r 7 your idea for Bill Clinton 
borrow this morjcyf-righl'*' 
i - they >veferont emplacing 


4 Attorn General Clinton, and I discussed 
or not/they were going to do that and I said 
e decision to do so, we would like 
e my guess that we would like to make 
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A I thought it was a good - I thought it 
would be a good thing for him. 

Q And - 

^A Little did I know. 

he tell you that hr wanted 520.000’ 
How did thaijigure come about? 

A I don't^there was no figure that I 
recall in the originahdisci iSion. There may have 
e estimate of\hat a piece of land within 
nent and some sort of cottage or house 
would cost,^hi{J don't specifically recall a number 
being said. 

Q After you - 

We knew it wb^ld be A relatively small 


s is June of ‘78, so you are no longer 
. Clinton: right? 

I was noL He was the Attorney 
- 1 mean, he was the Attorney General 
d was running for governor for first 
t Democratic nominee for governor at 

approached you and said. SlcDnugal 
deal and - 

whether he approached me or - 
luentl) during that period of 
time, and in tbe'bqursfe v of a conversation, he made me 
eof this 

i ? What did he - 

A I had bought a place on the White River 
myadf. lower down, and we were talking about - a 
Page 22 

number of people were interested in land in north 
Ark— ~it 

Q What dul he tell you about the business 
deal that he was getting into with Mr. McDougat? 

A Well, the preliminary discussion in my 
yi was simply that he and Mrs. Clinton were 
thi^kimof trying to buy a small place up on the 
l^er, for a vacation getaway place for 
That was in the original discussion. 

uJLn aw, that’t not the form that 


mvrlxVmall 7 
at tHat point within 
at 111. 

aft i r you under.\iotnl 



the diet i took, which was in faa - 

No. I was never party to any discussions 
where either of the Clintons were present with 

,aU knrw.Mr. MrDruigal during that 


loan. 

Q 520.000 being 

A Yes. That site l< 
our bank was not a large 

Q Sow. what dui yo 

that the Attorney General waited rb take out this 
loan ? Did vou approach someone < f the hunk? 

A Yes. 

Page 2 

Q Okay, what did 

A As I recall - 
recollection of makir 
was - my office at the bank 
lobby at this pcpirfand Mr. 
just off thf-triain lobby on 
routinely spoke to members of i 
abo u t curt — n t ha t 1 ha ri- 
and in the course of the conversation, if they 
mentioned a credit need, as part of my duties, I 
reported such credit needs for existing or potential 
customers to the loan department. And I mentioned 
this to Mr. Denton or - and I am sure I apprised him 
of this potential credit need. 

Q Mr. Denton was loan officer at me hank ? 

A Senior vice president, a senior lender of 
the bank. He could commit the bank's legal limit by 
himself, which wjTyrobably 4-, 5- or $6 million. 

Q And Mr. Dtnton is the person who formally 
approved the loan ; 

A That's my jet Election. Again, I don't - 
1 H/m’t recall > W actual loan documents. 


e specific 
appointment. I 
- | was in the main 
ton's office was in - 
floor and 1 
loan department 
their business. 


uite well, also. 

Okay, so / just wanted to dear up one 
s then-Attomey General Clinton whn 
talked to you about the possibility of a loan, rather 
thorn Jim McDougal ? 

A That's right. We discussed it 
Q And l assume at some point you guxs decided 
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1 1 1 but I believe my memory i: 

|2| officer of record, sir. 

IH Q /v there i/rnu- » hy you dldll 7 Mlfl/t/v 

1 4| approw the loan yourself? 

151 A I was not a loan - I was not a loan 
|6| officer. Well, actually I could make - I had a few 
Pi loans that 1 made, but my loan limit was lower than 
HI that 1 was a liability man. 1 did not do loans. 

|9| That's not my normal job. 

|I0| Q So you didn’t have the authority to make ■/ 

1 1 1 1 loan of that size - 



it he was the loan 
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A I didn't have authority to make a S20.000 

loan, and ultimately, was not in the loan business at 
all fnr the bank. That was not part of mv duties at 
all. 

Q V»m* prior to the time that you approafl 
V/r Denton. did you discuss the possibly 
the elder McAdams ? 

\ I may have - 
Mr. Denton? 

Q Right. 

\ I - I doubt th 


General Clinton, and 
had joined the Rose 
profile fit 

people that we were trying 
was a public figure, 
document anything we 
maybe even more so than we 
Because routinely, 
the statements pf candidates or public officials 
while they were not required by law, they often as a 
matter of campaign issues were disclosed, so we 
wanted to have thing^always ready in case they were 
in the public domain. \ 

Q tVj.v it your helugf that it would benefit 
the hunk to haw the Attorney General as a loan 
i v > tinner' \ \ 

A No more than anybody rise's - yes, we 
charged interest. Chargmliiimthe same interest we 
would charge anybody else rqsimilar credit 
circumstances. ^ 

MR. IVEY: Hold on a second. Mr. Berry 

Page 27 

THE WITNESS It was not discounted at 
.ill W tf charged him what the going rate was. 

MR. IVEY: Give me a second. Mr. Berry 

Could \ou read back the question and the 
.inswer. please. 

• (The reporter read the record as requested. ) 

MR IVEY pi Sorry to interrupt 

THE WJTNfesS: All right. 

BY MR. BARTOLOMUCCI. 

Q Sow, d > you remember what the - let me 
n ilhdruw that ut\d sldrt uieain. 

When \ 

this t\ j loan rhu 


talked to Mr. Denton . did you say 


1—1 Mrs. Clinton were, and Mr. Denton already had a 
13 1 customer relationship with Jim McDougal, who was 
one 

HI of his borrowing customers. 

fon r suppose yo u saw V/r. Denton s 
testimony nvoTfo^sugu before our committee? 

A No, I did n^KJ have now read a quick 
paragraph in the newsp^r accounts, but 1 did not 
see the hearings for the last nvo days. I have had 
+ofal distractions because of personal family 
1 1 : t matters, arnTTamat a serious disadvantage. I don't 
1 121 know what has beensajd. 

1131 Q Well - 

||4| A All I know to do is tb(l the truth as I 
1 15| remember it. 

1 16| Q And obviously that s all *or are askm g 
|t7| for. 

1 1 S I And / w ill be happy to give you a syn&psts 
1 19| of Mr. Denton 's testimony because wed re n u looking 
[20| to hide the ball here* 

|2t | A He has had a lot more practice at his 
1221 testimony. Make sure that's i n the repord. 
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III MR. BARTOLOMUCCI: It is bn tb</ record. 

121 MR. IVEY It is io there. 

131 THE WITNESS. You bet. 

HI BY MR. BARTOLOMUCCI 

|5| Q Sow . Mr Denton sau/lie couldh t recall 
|6| exactly but he was sure thayft was either, you or 
|7| Mr Gene Smith that approached him about this loan. 

|8| A Gene-Srfuth was executive vice president of 
|9| bank at that ti m e and G a n r S mith ii urtrt rr spoken 
to 

M0| Mr. Denton. I have no knowledge of that. I actually 
1 1 1 1 worked with Gene Smith. He, from time to time, was a 
I I2t de facto supervisor of mine, but I was the one that 
1 13| spoke to Mr. Denton first. And whether anybody else 
1 1 4 1 ever talked to him about this, I do not know. 

M51 But we routinely, in bank procedures, had 
1 16 | every Friday morning a bank officers loan review, 

1 17| which w as led by the loan department, marketing 
H8| department. All departmeij^pf the bank had 
1 19| representation at that meetinAo all the business of 
[20| the bank was discussed, what\ 

12 1 1 what customers we had gottei 


we should consider making, or did 
\on tell linn mon • definitively that this loan was to 
hr mode 

\ I never ttolcpMr. Denton any loan had to be t3| 

made. I didn’t I ayb that kind of authority vis-a-vis HI 

Mr. Denton. H< hid much more authority than I did. I5| 
Q Did you till Mr. Denton that this was a |6| 

hum that Mr. McAdams wanted to he made? |7| 

\ Never. |S| 

U Did \oii tell Mr. Denton that - |9| 

Page 28 1 1 01 

\ It was obvious to Mr. Denton who Mr. and im 


1221 made. 

“ Page 30 

HI So that we tried to coordinate and 
|2| everybody was informed as to what was g oing on. and 



we lost and 
what loans had 


this loan would have been discussed at this meeting 
at the appropriate time, so it was not unknown that 
this loan - within the bank this loan had been made 
to the Attorney General. 

Q So, and just to - 

A And I was a strong advocate. I wanted the 
loan made. I made no bones about that. I thought it 
was good business, sir. 

Q Voiv, it u as Mr. Denton \ testimony that 
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cither you or Mr. Smith came to him. to Mr. Denton 
and said, approve this loan. This is a loan this 
Mr. McAdams wants to be made. 

A No, that would not have been what I said at 
all. 

Mr. McAdams was quite capabkjU-^pCakjng 
for himself. 1 had been an^ecbunt officer on the 
bank accounts of Attoprfy General Clinton and 
Mrs. Clinton. The^tiad a credit need, and 1 reported 
it to the appropriate loan-making authority within 
Union National Bank. ' 

' Page 3 I 

of who the 

business. 

Deruon 's testimony 



Unioj 

kind 


oan be made, for both 
good banking business and 
of customers we wanted 

ink. In my opinion, we wanted those 
I know I wanted them. 

Yob would have said that to Mr. Denton ? 

Yi. 

Just to make sure l have this straight, you 
hed Mr. Denton. You discussed this loan with 


routine. I frequently found credit 
mers that 1 was calling on and I 
such credit needs to the loan 



Denton that tins »» os a 
that the bank was looking 


Yes. We already had their business. 1 
Page 32 

wanted their loan business, too. We had their 
checking business. I wanted their loan business. 
That was the principal source of revenue for the 
bank, loans. 

Q Did you tel l Mr. Denton that then- Attorney 
General Clinton was a rising political star, or words 
lea ? 

I didn't have to. It was obvious. He had 
ted Attorney General and was the 



Democratic 


much. 


Q Sow, did \ou have any involvement hi this 
Page 33 

loan after your conversation with Mr. Denton ? 

A Not that I recall. I may have - I may or 
may not have been involved in hand-carrying a loan 
n agreement. Normally those were sent out h\ 
maiinhiiMr. Denton may well have asked me. It was 
not unusuaKqr me to - if any of my customers 
needed a loan mansion, sometimes we hand-carried 
those to custom ersN 

Q Sow. there another loan at Union Book 
acruattydMion Bank tooba 50 percent participation 
tn a loan . tndcyyas made by^he Citizens Bank ot 
Flippin ? 

A Yes. 

Q And this was W loan )hat was actually the 
mortgage on the Whae\vluer prttr 
Did you have any tnvulvi 
Bank 's participation in ti 

A No, 1 went to the <5 


committee. That bank in F|i| 
correspondent banks, and 
participation from Citizen^, 
details. 


All right, so - 

And he knew. I didn't nave to talk to him 
Get this in perspective. We already know knew 
Mr. !V}cDo real's speculation real estate business and 


ondent bank 
| was one of our good 
v that we had taken a 
I did not know the 


Page ^4 

Q And you weren t fn vul in the makini: of 
that participation? 

A No, no, I wa^not. 

Q Bill Clintojeor Jim McDougal neither oj 
them talked to ypd about the participation ? 


r not a 


t at all. Mr. P 
l I ever heard d 
r orf T 


ougal was the nnl> 
i as the prime - as 
e deals. 


loan. 


Jumping back momentarily to the S 20.000 


l money to him for that purpose. 

hose were deals that also involved former 
Fulbrtght: right? 

I don't know. Again. I did not see those 
nrnts. I knew that Jim McDougal was a 
borrowing customer of Union National Bank. I did 

see those loan documents either. 


A Yes. 

Q Did you ever have a discussion about that 
loan, with Mr. McDougal? 

A Not that I recall. I saw Mr. McDougal from 
time to time. He was in and out of the bank, not - 
out of Union National Bank not infrequently, and I 
would see him in passing, and I don't remember any 
specific discussionsybout it. 

Q Okay, so itdxwour memory that it was - 

A He offered m\ wife job at one point in 
another real estate project, which she declined. 

Q Tknxjsuis^pn>bab)y a smart move. 

PageJ 

1 1 1 A Jim was - Mr. McAougal was very successful 
121 in a number of his land dealsNip to this one. 

Oil Q a// ri^hr lu vt a./- l,n,p on the 


14| i20, OOO loan, so it is your memory that it was Bill 
|5] Clintan as opposed to Mr. McDougal who talked to y>'t 
|6i about the loan, about having the bank make that loan ’ 

|7| A He was the one that - he discussed that he 
|&) was contemplating, he and Mrs. Clinton were 
|9| contemplating buying a piece of property on (he 
White 

1 101 River, and I said well, if you need to borrow any 
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MORTGAGE PRIOR TO SALE {ASSUMED BY BUYER) 

TO BE COLLECTED \BY SELLER (1 - 10) 

EXCESS OF ASSUMED MORTGAGE OVER BASIS (10 - 6) 
"CONTRACT PRICE"'. (II ♦ 12) 

RATIO OF PROHT TO CONTRACT PRICE (9 - 1 3 J 
DOWN PAYMENT PN Y^AR OF SALE 
OTHER PR INC I PAL\ PAYMENTS IN YEAR Or SALE 
TOTAL COLLECTED \N Y€AR OF SALE (15 ♦ 16) 
EXCESS MORTGAGE OVEr\oST (ITEM 12) 

"PAYMENTS" IN YEAR \)F 

\ 


YEAR 
19 IP 

PRINCIPAL 

PAYMENTS 

PERCENT 
OF GAIN 

TAXABLE gain 

TO SCH. 0 TO FORM 1*797 

DEFERRED 
BALANCE 
OF GAIN 

2-Obi* 


9T£. 



19 

r 1 - 



' \ 
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1 ^ \ \ 
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1 

1 1 

19 
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1 

1 1 

19 

1 

t I 1 l\ 


THE TAXPAYER/ HEREBY ELECTS TO REPORT THE GAIN ON 
OF ACCOUNT I MG AS DEFINED IN IRC SECTION 1*53. 


tmjs SALE^UNOER THE INSTALLMENT METHCO 
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CONFIDENTIAL 


UNITED STATES OF AMERICA 
RESOLUTION TRUST CORPORATION 
WASHINGTON, D. C. 


N IKS' 
lacison 


HArmroF : 


Madison Guaranty Savings 
Loan Association (7236) 
McCrory, Arkansas 


INTERRO 3ATC 



WILLIAM 


rrrea 




je: 


ORDER OF INVESTIGATION 
(Feb. 4 \ i 994) 


RY RESPONSES OF 
FERSON CLINTON 


before August 1978 on which YOU: 
(a) Bought real estate? 


DESCRIBE each and everv^ceas ion 


i I 


/^Tn T§75^ I purchased a' resiaence at y Ju"Ciri r^miai Drive ir. 
Fayetteville,* Arkansas. In late 1976, my wife and I purchased a 
residence at 5419 L Street in Little Rock, Arkansas. 

(b) Obtained bank financing for a real estate acquisition; 

I financed the 1975 purchase of my Fayetteville residence 
with a mortgage loan from the American Savings <L Loan 
Association. My wife and I financed the 1976 puych ise cf our 

ings & Loan ' 



Little Rock home with a mortgage loan from Capital 

Assoc iation of Little Rock. \ | 

<c) Sold real estate; ! 

I can recall no such occasion prior to August, 1978, except 

ca 

as indicated in the response to No. 1(d), infra . - a 

(d) Invested in real estate (including any investments in 5* 
corporations and partnerships that dealt primarily in real £ 

estate) . In answering this interrogatory, be sure to DESCRIBE J 


000281 
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tfhV real estate transactions referred to in documents /d^RT 90070", 
PK^T900715 and DKRT900716. 1 

^Turut — recall — r ery rrt uch about — eheoe — transa ctions 

However, I believe I made a real estate investment or investments 


;.n 19JJ-, — w h - iGh a g g- r a porce . 


recall nothing specific about 
Wcept I believe that at least 
near Jacksonville. Reviewing 


Slbbal Response to No. 2, 




our T97fl — income ni return. I car. 


:his investment or investments, 
one involved the purchase of land 
documents DKRT900707, DKRT900715, 


and DKRT900716 does not reiresi my recollection. Please see alsr 


of Aucus: 


Interrogatory No. 2 : DESCRIBE YOUR knowledge, as 

[1978, of Jim McDougal's experience in real estate development . 

I i jin answering this interrogatory, CZSCK^jZ svsrytmng YCU knew as 

th/following entities associated with Jim McDougaT> 

Global Response to No. 2 : 

As of August, 1978, I had had general conversations with Jit. , 

McDcucal about his experience in real estate development, and 

although I can't recall specifically what I learned, I remember | 


For ease of reference, I attach 



se\ interrogatory 
appended to the 
marked with tabs 


responses the documents which the X 
interrogatories . These documents are marked i 
which correspond to the interrogatory whicn\ references 

-t h e m . r.ho r*h<s_fTah i. Tab fl. etc.) are nondp nt inuous , 

because not* every interrogatory referenced an attached 
document. I have also referenced certain other documents 
in my responses, and these documents are attached hereto 
under a tab which references the interrogatory number 
with an "A" after it. These "A" tab numbers are likewise 
noncont inuous , because not every response references an 
attached document . 


- 2 - 
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D^ing of Che impression chat Jim had done well, chac £ej 




■an^i derinq a number of projects, and Chat Senate r^ ^Ful bright was 
somehow involved with him. At that time, I don't chink I had 
ever heard of the entities listed in this interrogatory 
o/sible exception of Rolling 


teir activities or their 
recall anything I may have 


Manor, and so I was nor 
successes or failures. I cannot new 


with the 
ware of 


known about Rolling Manor. At that 


.i 


time, I had knewn Jim McDaugal for about ten years, and it was my 
Impression that he was a successful real estate deveL 


y \ m 

As reported on our 13(78 tax return, a five acre/ parcel of 


land was sold on May 17, 1978, for SSCCO, resulting in 


HI 


gain of $2150. To th* best of my recollection, this wis a real 


a capital 


I 


estate inv~es"tment *f~ haa haH*~wicn Jim' Mcuougai,~and*w while smai.. 


ij. was a profitable one. This experience confirmed fey impression 
that he was capable of putting together successful real estate 
ventures . 

(a) Great Southern Land Company ; 

Please see Global Response to No. 2, 

(b) Flowerwood Farms, Inc.; 


Please see Global Response to No . 2, suora . 

(c) Pembrook Manor, Inc.; 



Please see Global Response to No. 2, supra . 

(d) Rolling Manor; 

Please see Global Response to No. 2, supra . I note chat, on 
our 1977 income tax return, a deduction of $432 was claimed for 

- 3 - 
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nterest paid to "Rolling Hill Manor." This apparentiy was the 
real^e state investment I had with Jim McDougal, have no 

Eurther recollection of what it was. 

(e) McDougal &. Associates; 


Please see Global Response to No. 

(f) Riley-McDoucal ; 


suora . 


Please see Global Response to No. 2 , suora . 

(g) Fulbright -McDougal ; 


Please see Global Response to No. 2 , suora . 

! ! 

(h) any and all other entities that YOU unde 
ass'bg-i ar ed with Jim McDoua' al . ; , 


■ n 

iderstoad 


Please see Global Response to No. 2 . suora . 


to be 


I 


I 


YOU 


Interrogatory No. 3 : DESCRIBE what investigation 

| undertook, if any, before deciding to purchase the reaJl estate in 
Ujkrion County, Arkansas that came to be known as Whitewater. Ir. 
particular, DESCRIBE how this property came to YOUR attention, 
DESCRIBE each and every conversation YOU had with anyone about it 
and DESCRIBE each and every document YOU reviewed PERTAINING to 
it before YOU decided to purchase the property. Also, state 
whether (and, if so, when and with whom) YOU visited the property 
efore buying it. r-^ 

I cannot now remember specifically what my 'wife and I did 

dariding rn purchase the real estate in_ >Tarion County, 

Arkansas in mid-1978. As a native Arkansan who had spent time 

a^Tover Cite 5tate, — IT't iad a ~ general know l e dg e- that ther e were 

lany profitable land investments in the northern part of the 

state in the 1970 's and that there appeared to be a market for 

vacation and retirement real estate in northern Arkansas, an area 


- 4 - 
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INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


THURSDAY, MAY 16, 1996 


U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington, DC. 


The Committee met at 9:30 a.m., in room 216 of the Hart Senate 
Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 


OPENING COMMENT OF CHAIRMAN ALFONSE M. D’AMATO 


a 

I 


The Chairman. The Committee will come to order. 

Would you stand for the purposes of taking the oath. 

[Witnesses sworn.] 

The Chairman. Thank you. 

Mr. Latham, Mr. Knight, Mr. Bunch, if any of you have a state- 
ment you would like to make, we would be pleased to receive it. 
[No response.] 

Mr. Chertoff. 

Mr. Chertoff. Thank you, Mr. Chairman. 

Just so we know who you are, Mr. Latham, in 1983, 1984, 1985, 
and 1986, you worked at Madison Guaranty Savings & Loan? 

SWORN TESTIMONY OF JOHN M. LATHAM 
FORMER CEO & CHAIRMAN OF THE BOARD 
MADISON GUARANTY SAVINGS & LOAN 

Mr. Latham. That’s correct. 

Mr. Chertoff. You started out as Executive Vice President and 
then you became Chief Executive Officer, right? 

Mr. Latham. That’s correct. 

Mr. Chertoff. That was Jim McDougal’s savings and loan? 

Mr. Latham. That’s correct. 

Mr. Chertoff. He owned it? 

Mr. Latham. Yes. 

Mr. Chertoff. Mr. Knight, in the mid-1980’s, you were a part- 
ner at the Rose Law Firm? 


SWORN TESTIMONY OF DAVID A. KNIGHT 
FORMER PARTNER, ROSE LAW FIRM 

Mr. Knight. That’s correct. 
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Mr. Chertoff. You still are? 

Mr. Knight. No, sir, Fm not. 

Mr. Chertoff. Where are you now? 

Mr. Knight. I am the General Counsel of Stephens, Inc., in Lit- 
tle Rock. 

Mr. Chertoff. If you would just pull the mike a little closer. 

In the mid-1980’s, when you were a partner at the Rose Law 
Firm, what was your area of specialization? 

Mr. Knight. Corporate and securities law. 

Mr. Chertoff. Mr. Bunch, what is your job? 

SWORN TESTIMONY OF GARY W. BUNCH 
PRESIDENT, MADISON BANK AND TRUST 

Mr. Bunch. President of Madison Bank and Trust. 

Mr. Chertoff. And just so we’re clear, Madison Bank and Trust 
is obviously different than Madison Guaranty Savings & Loan? 

Mr. Bunch. Yes, it is. It’s a bank. 

Mr. Chertoff. All right. Mr. Bunch, you had that position at 
Madison Bank and Trust in the mid- 1980’s? 

Mr. Bunch. I was working at Madison Bank and Trust in the 
mid-1980’s, yes, sir. 

Mr. Chertoff. When did you start working at Madison Bank? 

Mr. Bunch. 1970. 

Mr. Chertoff. Were you there when Jim McDougal owned the 
Madison Bank? 

Mr. Bunch. Yes, I was. 

Mr. Chertoff. And you stayed after he left? 

Mr. Bunch. Still there. 

Mr. Chertoff. Now, I would like to focus your attention first on 
an issue about which this Committee and our country has heard 
a lot of conflicting testimony. And although it looks sometimes as 
if it is a small piece of the puzzle, it is actually a very fundamental 
piece of the puzzle because it explores how it is that the Rose Law 
Firm became involved in doing work for Madison Guaranty Savings 
& Loan. 

I want to set the picture before I ask you any questions by put- 
ting up on the Elmo a portion of an answer to an interrogatory 
given by Mrs. Clinton to the RTC under oath within the last couple 
of years. It’s numbers on the bottom are DKSN800 and DKSN801. 
I think you all have it in your package, and I will give you a 
minute to find it. It’s a couple of typewritten pages. Actually, I am 
going to have someone come down and just hand it to you, make 
it a little easier. 

This was a question that the RTC, as part of its investigation 
into the Rose Law Firm and its relationship with Madison Guar- 
anty, felt it necessary to ask the First Lady. 

Question: Was Mrs. Clinton the lawyer responsible for obtaining this business for 
the Rose Law Firm? 

Answer: To the best of my recollection, the President of Madison Guaranty, John 
Latham, who was a friend of an associate at the Rose Law Firm, Richard Massey, 
became interested in having Madison Guaranty issue some kind of preferred stock 
to raise capital. Mr. Latham had spoken to Massey about doing the related legal 
work. In the spring of 1985, Massey came to see me because he had learned that 
certain lawyers at the law firm were opposed to doing any more work for Jim 
McDougal or any of his companies until he paid his bill, and then only if Madison 
Guaranty agreed to prepay a certain sum to the firm once a month to cover fees 
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and expenses. Under such an arrangement, the firm could be assured that Madison 
Guaranty was staying current with regard to paying for the new work that the firm 
might do for it. 

I believe Massey approached me about presenting this proposal to Jim McDougal 
because he was aware that I knew him. I agreed to go see McDougal. I visited him 
at his office on April 23, 1985, and told him that I understood Latham wanted 
Massey to do some work for Madison Guaranty, but that our firm would not let 
Massey proceed until the previous bill was paid and some kind of prepayment ar- 
rangement was worked out for new work the firm might do. As I recall, McDougal 
agreed that Massey could proceed with the work and informed me he would arrange 
to pay the past due bill. McDougal also indicated that he was agreeable to some 
kind of prepayment arrangement. 

Now, Mr. McDougal, at various times gave the public a different 
version. McDougal’s version was that he made a decision to give 
the work to the Rose Law Firm. I’m operating from memory. That 
he made a decision to give the work to the Rose Law Firm because 
it was in response to a request from President Clinton, who had 
visited him. 

When we asked Mr. Massey whether he agreed with Mrs. Clin- 
ton’s recollection that it was Massey who was the one who brought 
the work in and that Mr. Massey went to Mrs. Clinton simply to 
straighten out the problem of a past due bill, Mr. Massey had a dif- 
ferent recollection. 

Mr. Massey had a recollection of having lunch with Mr. Latham, 
but his recollection was that at the end of the lunch, he didn’t come 
away with any promise or indication that you, Mr. Latham, wanted 
to have the Rose Law Firm do work. So his recollection was that 
he did not come to Mrs. Clinton with 

OPENING COMMENTS OF SENATOR PAUL S. SARBANES 

Senator Sarbanes. Should we put the testimony of these people 
in front of Mr. Latham if you’re going to use this? 

The Chairman. Senator and Mr. Ben-Veniste, let me just say, 
Mr. Chertoff has indicated he is trying to set a framework of the 
background where there’s given testimony. He’s attempting to sum- 
marize so that after he gives the background, come to the specifics 
in light of these things, and he can then ask his questions. You will 
have an opportunity, if there are misstatements or an overstate- 
ment, to deal with him, but let him proceed. 

Senator Sarbanes. I don’t mind him trying to set a background, 
but if he’s going to say that so and so said such and such and so 
and so has been before us saying such and such, shouldn’t we ref- 
erence the witness to the testimony and let him look at it? 

Mr. CHERTOFF. I am not citing, Mr. Chairman, from these wit- 
nesses testimony. I am setting out a framework as to what others 
have said. I will tell you and the witnesses quite specifically, that 
when Mr. Massey was asked point blank whether Mr. Latham had 
offered him work for Madison Guaranty Savings & Loan, Mr. 
Massey’s answer, and I am quoting from page 19 of his testimony 
before this Committee on January 11th of this year was, “I don’t 
believe so.” So we have these different stories. 

We do know that there was a lunch that occurred at some point 
in early 1985, between Mr. Massey and Mr. Latham and I believe 
you too, Mr. Knight. Is that correct? 

Mr. Knight. Yes, sir. I am not sure as to the precise date but 
I did attend that lunch. 
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Mr. Chertoff. Would you tell us now, Mr. Knight, what your 
recollection is of that lunch? 

The Chairman. Could we have a date? 

Mr. Chertoff. Well, I can’t do any better than just 

The Chairman. On or about? 

Mr. Chertoff. The best we can determine was that it was some 
time in early 1985. 

The Chairman. OK. 

Mr. Knight. I am not sure about that, sir, as to the date, but 
I did go to the lunch. 

Mr. Chertoff. Would you tell us what happened at the lunch? 

Mr. KNIGHT. The lunch followed the conclusion of a law school 
course that Mr. Massey and I were teaching, and Mr. Latham was 
a student in that class. The purpose of the lunch was to solicit 
business from Madison Savings & Loan. 

Mr. Chertoff. What happened? 

Mr. Knight. We took Mr. Latham to lunch, and I can’t remember 
certainly the specific conversation but the gist of it was we told him 
a little bit about the types of work that Rick and I did. Representa- 
tive clients for the firm, and then asked him for business. 

Mr. Chertoff. What did he say? 

Mr. Knight. My recollection is that he said that Mr. McDougal 
was really the one that made decisions about hiring lawyers. 

Mr. Chertoff. What else did he say? 

Mr. Knight. He also said that Madison regularly used another 
law firm and that he thought they were satisfied with the services 
provided by the law firm. 

Mr. Chertoff. Which law firm was that? 

Mr. Knight. The Mitchell Law Firm. 

Mr. Chertoff. That would be the firm with Jim Guy Tucker as 
a partner? 

Mr. Knight. Yes, that’s correct. 

Mr. Chertoff. And John Selig as a partner? 

Mr. Knight. Yes. 

Mr. Chertoff. So in this meeting, at this lunch, Mr. Latham 
told you it was Mr. McDougal’s decision, correct? 

Mr. Knight. Yes. 

Mr. Chertoff. He told you that the bank already had an outside 
firm that it was happy with? 

Mr. Knight. Yes. 

Mr. Chertoff. That was not your firm. 

Mr. Knight. That’s correct. 

Mr. Chertoff. And would you agree with me that he wasn’t en- 
couraging at all about your law firm getting any work from Madi- 
son Guaranty Savings & Loan? 

Mr. Knight. That’s correct. 

Mr. Chertoff. So when you left that lunch, you had no impres- 
sion from Mr. Latham that you were going to be getting any busi- 
ness from Madison Guaranty Savings & Loan? 

Mr. Knight. That’s correct. 

Mr. Chertoff. In fact, as far as securities work was concerned, 
that was your particular specialty at the Rose Law Firm, right? 

Mr. Knight. Yes, sir, corporate and securities. 

Mr. Chertoff. That was your area. 
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In this lunch, did Mr. Latham say to you anything about having 
a securities project or some kind of project involving the issuance 
of preferred stock that he wanted your firm to work on? 

Mr. Knight. No, sir, I don’t recall any discussion about such an 
offering. 

Mr. Chertoff. During the course of this lunch, did you make a 
request to see whether you could meet with Mr. McDougal? 

Mr. Knight. No, sir, I did not. 

Mr. Chertoff. So when you left that lunch, you walked away 
with the impression that you had no opportunity with Madison 
Guaranty Savings & Loan? 

Mr. Knight. At least at that point, sir. 

Mr. Chertoff. When was the next time that you heard about 
Madison Guaranty Savings & Loan in connection with work that 
the Rose Law Firm would be doing? 

Mr. Knight. I’m not sure as to a specific date but at some point, 
I learned that Rick Massey was working on a recapitalization plan 
for Madison that had been brought to the firm. 

Mr. Chertoff. You don’t know how it came to the firm, do you? 

Mr. Knight. No, I do not. 

Mr. Chertoff. Do you remember after the lunch, when you came 
away with no sense that you were going to get any business from 
Madison Guaranty Savings & Loan, did you say anything to Mr. 
Massey in the wake of the lunch about what your impression was? 

Mr. Knight. I have a vague recollection just discussing it with 
him briefly on our way back to the office, and I think maybe point- 
ing out my observation that when a large company or a financial 
institution has a large outside law firm that they use as a regular 
firm and they are satisfied with the firm, that it is typically very 
hard to get business from that company. And that would have been 
the substance of it. 

Mr. Chertoff. So when you left that lunch — and this is consist- 
ent with Mr. Massey’s testimony — you had no sense that you had 
been given any kind of offer or request from Madison Guaranty 
Savings & Loan to do work for them? 

Mr. Knight. That’s correct. 

Mr. Chertoff. To the contrary, your belief was that the matter 
was closed? 

Mr. Knight. As far as I was concerned, sir. 

Mr. Chertoff. As a matter of fact, I don’t know if you know this, 
but there is evidence that with respect to the very stock recapital- 
ization matter that eventually did come to the Rose Law Firm, that 
matter was originally opened by Madison Guaranty Savings & 
Loan with the Mitchell Williams firm, the firm’s regular outside 
counsel. Did you know that? 

Mr. Knight. No, sir, I did not. 

Mr. Chertoff. That fact, I take it, would tend to reinforce your 
impression that if a firm has already been engaged by a bank to 
work on a project and they are the regular outside firm for the 
bank, they are not likely to switch it, unless there’s some unusual 
event, to a firm that they haven’t worked with before? 

Mr. Knight. Yes, I think that’s a fair statement. 
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Mr. Chertoff. Now, Mr. Latham, do you have a recollection of 
this lunch that is different from that which Mr. Knight has testi- 
fied about? 

Mr. Latham. No. I don’t remember the lunch. David and I were 
talking about that earlier and laughing about it but I do not re- 
member the lunch with them, no. 

Mr. Chertoff. You would agree with me that the decision about 
hiring law firms during this period of time for Madison Savings & 
Loan in your mind was a decision that Jim McDougal made? 

Mr. Latham. Yes. 

Mr. Chertoff. So that even though you were the Chief Execu- 
tive Officer, you believe and you were operating under the principle 
that this was the kind of decision Jim McDougal would make? 

Mr. Latham. Yes. He had been using lawyers for awhile. He 
owned the firm or the S&L, and I felt that the hiring of lawyers 
to represent you is you usually hire lawyers that you know and 
trust. And I felt that that should be his call on who we used. 

Mr. Chertoff. Given that you don’t remember the lunch, let me 
ask you this. Do you know who did make the decision to hire the 
Rose Law Firm? 

Mr. Latham. Jim McDougal did. 

Mr. Chertoff. Do you know why he made that decision? 

Mr. Latham. No, I don’t. I mean, I can’t speak for Jim. 

Mr. Chertoff. Did he tell you something? 

Mr. Latham. My recollection, and this is a vague recollection at 
this point in time, is that — well, and I don’t know if he said it or 
if I just knew it — but I knew that he had friends at the Rose Law 
Firm and Hillary Clinton, of course, was one of them, and we ei- 
ther discussed it, or that was my assumption that he was wanting 
to spread his business with more of his friends, yes. 

Mr. Chertoff. Now the second piece of this puzzle, apart from 
the question of whether or not Mr. Massey, as the response to the 
interrogatory indicates, came in with some work, and I guess the 
testimony we have now from Mr. Knight, Mr. Latham, and Mr. 
Massey is that Mr. Massey didn’t have any work to come to Mrs. 
Clinton about. 

The second piece of this is Mrs. Clinton’s statement that the rea- 
son she got involved in this was because she had to get McDougal 
to pay off an outstanding bill for work that the law firm had done 
for Madison Bank and Trust, which had been Mr. McDougal’s ear- 
lier financial institution before he moved to Madison Guaranty 
Savings & Loan. So that raises the question about whether there 
was, in fact, an outstanding bill or billing dispute with Madison 
Bank and Trust and the Rose Law Firm as of April 1985. And 
that’s what I want to ask you about, Mr. Bunch. 

Mr. Bunch, you had an opportunity during your deposition or 
during recent interviews, to look at some minutes and some docu- 
ments of the Board of Directors of Madison Bank and Trust? 

Mr. Bunch. Yes, I did. 

Mr. Chertoff. I think you have those in the package in front of 
you. Let me ask you, was there an outstanding bill that was owed 
from Madison Bank and Trust to the Rose Law Firm in the sum- 
mer of 1984? 

Mr. Bunch. Yes. 
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Mr. Chertoff. Was it in the amount of approximately $5,800? 

Mr. Bunch. Yes. 

Mr. Chertoff. And did there come a time that Jim McDougal 
directed you or indicated that he wanted the bank to pay that bill 
and settle that matter? 

Mr. Bunch. Yes. 

Mr. Chertoff. When was that? 

Mr. Bunch. I believe it was in October. 

Mr. Chertoff. Actually, would it be September 25, 1984? I am 
sorry, October you say? 

Mr. Bunch. I thought it was October. 

Mr. Chertoff. Let me help you out. You may be right. There’s 
a document, it’s been faxed to us. 

Mr. Bunch. Well, I guess it was September, and then October, 
December, we have another meeting showing it was paid, so 

Mr. Chertoff. You need to speak closer to the microphone. 

Mr. Bunch. OK. I can’t really see the date on this. 

Mr. Chertoff. All right. Let me direct your attention to a par- 
ticular page. It’s a page that has at the top 273 P03 May 14, 1996, 
13:39, and the first line reads “Thornton requested letter in detail 
on Cease and Desist Compliance.” 

Mr. Bunch. Yes. 

Mr. Chertoff. You have that? 

Mr. Bunch. Yes, I do. 

Mr. Chertoff. That is part of a report relating to the October 
Board Meeting, is that right? 

Mr. Bunch. That’s correct. 

Mr. Chertoff. These are documents that you’re familiar with. In 
fact, you’ve had them in your possession? 

Mr. Bunch. Yes. 

Mr. Chertoff. Direct your attention down to three paragraphs 
from the bottom, it says, “Law Firm. We owe $5,000 for Huntsville 
move appeal according to firm. Discuss the fact that new lawyers 
sent to argue case.” Then it says, “Mr. McDougal seconded that Mr. 
Bunch will negotiate settlement with firm.” Is this the October 
Board Meeting in which Mr. McDougal indicated that this bill was 
to be paid? 

Mr. Bunch. Yes. 

Mr. Chertoff. So that the agreement or decision by McDougal 
to pay the bill was in October 1984, about 7 months before April 
1985. Is that correct? 

Mr. Bunch. I suppose. 

Mr. Chertoff. Now there is also another document you sent us 
which says, Debit General Ledger, Account Number 76011. Why 
don’t you get that? 

Mr. Bunch. Pardon me? 

Mr. Chertoff. It says, Debit General Ledger, Account Number 
76011. Why don’t you take a look at that? 

Mr. Bunch. Yes, I am. 

Mr. Chertoff. Is this the part of the ledger record of the bank 
concerning its disbursements? 

Mr. Bunch. Yes, it is. 

Mr. Chertoff. Does this indicate that on October 23, 1984, 
$5,000 in legal fees were, in fact, paid to the Rose Law Firm which 
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was in your mind, your understanding, payment in full for the out- 
standing legal fees? 

Mr. Bunch. Yes. It’s $5,000 that was paid — I am assuming — we 
never did find the cancelled check or cashier’s check or anything — 
that was paid to Rose, but I’m assuming yes, that it was paid. 

Mr. Chertoff. Because you have a record of the payment and 
you have a record of the Board of Directors that indicated you were 
supposed to pay that? 

Mr. Bunch. That’s correct. 

Mr. Chertoff. In fact, to further confirm that, I want to turn 
to the last document in the minutes. It’s the minutes of a Novem- 
ber 27, 1984 meeting. If you can pull that out. 

Mr. Bunch. Got it. 

Mr. Chertoff. The last paragraph says, “The Daily Statement 
was read, reviewed, and approved unanimously. It was noted that 
earnings were $69,048 with an L/D Ratio of 51 percent and the 
Capital Ratio of 7.6 percent. The reduction in earnings was attrib- 
uted to heavy accounting fees for the audit and a payment of legal 
fees from 1983 lawsuit.” 

Mr. Bunch. That’s correct. 

Mr. Chertoff. Does this refer to that $5,000 payment? 

Mr. Bunch. Yes. 

Mr. Chertoff. So these records, the minutes, and the debit indi- 
cate that so far as we have records, there was, in fact, the payment 
and the satisfaction of this particular bill in October 1984. 

Mr. Bunch. That’s correct. 

Mr. Chertoff. And I might add, just to further confirm that, 
that we have documents we received very recently from the Rose 
Law Firm and, in fact, they came after the Committee suspended 
in late February 1996, that indicates what they call a fee/credit re- 
port. It indicates a distribution among the partners for, “credit pur- 
poses,” of this $5,000 payment and that that occurred in November 
1984. So that’s fully consistent with your testimony and with these 
other records. 

Mr. Bunch, your understanding was, your instruction from Mr. 
McDougal in October was to settle up this bill in full? 

Mr. Bunch. Yes, it was. 

Mr. Chertoff. Do you remember who you talked to at the law 
firm about doing that? 

Mr. Bunch. No, I do not. 

Mr. Chertoff. But you satisfied yourself that you had accom- 
plished what you were told to do? 

Mr. Bunch. Yes. 

Mr. CHERTOFF. That the bill was paid in full in either October 
or November? 

Mr. Bunch. That’s correct. 

Mr. Chertoff. You never heard anything to the contrary? 

Mr. Bunch. No. 

Mr. Chertoff. Mr. Knight, were you interviewed by the Pills- 
bury Madison people working for the RTC on the investigation of 
Madison Guaranty Savings & Loan? 

Mr. Knight. No, sir. 

Mr. Chertoff. Mr. Bunch, were you interviewed by the Pillsbury 
Madison people? 
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Mr. Bunch. Not that I remember. 

Mr. Chertoff. Mr. Latham, were you interviewed by the Pills- 
bury Madison people? 

Mr. Latham. No, sir. 

Mr. Chertoff. Now, I’d like to move to another subject, if I can, 
with you, Mr. Latham, and that has to do with a transaction in the 
fall of 1985 and early 1986 involving property that had at one point 
been known as the IDC property and ultimately became the Castle 
Grande project. Are you familiar with that set of transactions? 

Mr. Latham. Yes, I am. 

Mr. CHERTOFF. I know there’s a lot on the record on this; I’m not 
going to get into detail, but as long as you are here, we ought to 
get this from you. Would you agree with me that the way that ini- 
tial purchase was structured in the fall of 1985, was that the entire 
tract of property was split into two parts. That Seth Ward took a 
piece of that property in his own name as a straw man, using 
money that had been lent to him by Madison Guaranty Savings & 
Loan, and that the balance of the property was taken by Madison 
Financial, which was a subsidiary of Madison Guaranty Savings & 
Loan? Is that generally what happened? 

Mr. Latham. I don’t know what you mean by straw man. I will 
agree with everything else except that term. Yes, that is true. 

Mr. Chertoff. You don’t know what the term straw man means? 

Mr. Latham. I am not sure what you mean by the term straw 
man. 

Mr. Chertoff. What I mean, Mr. Latham, is that he purchased 
part of the property on behalf of Madison because Madison could 
not have purchased the whole property itself because it would have 
been in violation of regulations had it done so. 

Mr. Latham. My recollection is there was more than one reason 
for Seth to purchase part of that tract of land. I don’t know that 
I can remember all of them now, but they read them to me in my 
deposition from a statement I had made to the RTC last year. 

One was that I think Seth and Jim and everybody else that I 
heard talk about that transaction, believed that what they were 
buying, what Seth put together was a steal, and that they were 
buying the property at an immense bargain. Seth is not one to turn 
down a profit anywhere. 

It’s true — well, I’m going from memory but I would assume that 
we probably did not have the room to increase or to buy the entire 
investment in the service corporation, and so for that reason and 
the others that I may not be remembering right now that I stated 
to the RTC, are the reasons I remember for splitting that trans- 
action in that manner. 

Mr. Chertoff. Well, let me refresh your memory by going back 
to the first couple of times you testified about the transaction 
under oath. You have in your package your oral deposition, which 
is a sworn statement given in a case in Arkansas in 1987, Ward 
v. Madison Guaranty. This was a dispute between the bank and 
Ward over an amount that he was claiming he was owed as a com- 
mission. Do you remember that case, Mr. Latham? 

Mr. Latham. Yes. 

Mr. Chertoff. Who actually called you as a witness in that case, 
Mr. Ward or the bank? 
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Mr. Latham. Madison did. 

Mr. Chertoff. Let me direct your attention to your oral deposi- 
tion at page 7, line 11. 

Mr. Latham. Page 7? 

Mr. Chertoff. Yes. It’s your oral deposition on page 7. 

Mr. Latham. Yes. 

Mr. Chertoff. Line 8: 

Question: Were there regulations that prohibited Madison Financial Corporation 
from making that large of a purchase? 

Answer: Yes. 

Question: So it would have been in violation of those regulations for Madison Fi- 
nancial Corporation to have purchased the entire tract of land? 

Answer: I think at that time, that would have been a problem. 

Question: Do you recall how Mr. Ward's part of the purchase was financed? 

Answer: I believe Madison Savings & Loan made him a loan on it. 

Was that testimony true? 

Mr. Latham. Yes. 

Mr. Chertoff. I want to direct you to your trial testimony in the 
very same case, page 95. I’m referring to the page number in the 
top right hand comer, line 15: 

Question: Was that purchase divided between Madison Financial Company and 
Seth Ward? 

Answer: Yes. 

Question: Why? 

Answer: At the time, I don’t believe the service corporation, that is, Madison Fi- 
nancial, was able to, under the regulations, buy the entire tract. It was a piece of 
land that both Seth Ward and Jim McDougal were very interested in, and thought 
that it would make an excellent development, and Seth took one half of it roughly 
and Madison Financial, the service corporation, bought the other half. 

Then we continue on to the next page, 96, line 6: 

Question: Now, you said that there were regulations that limited what Madison 
Financial Corporation could invest in. At this time, was Madison Financial close to 
the limit of investment? 

Answer: I believe it was at that time, yes. 

Was your testimony true in this? 

Mr. Latham. Yes. 

Mr. Chertoff. Finally, I want to direct your attention to a page 
from a response to interrogatory in this very case that was the re- 
sponse provided by Madison Guaranty Savings & Loan. Were you 
contacted by lawyers in Madison Guaranty Savings & Loan to get 
information from them when they prepared to defend this case 
against Seth Ward? 

Mr. Latham. Yes, I was. 

Mr. Chertoff. We were not able to get the entirety of these doc- 
uments, but we do have page 12 of the interrogatories, and it indi- 
cates that the Savings & Loan, took the following position in 1987: 

With knowledge, the plaintiff [Seth Wardl agreed to purchase a section of the un- 
developed property in his name so that Madison Financial Corporation would not 
exceed its investment limitation imposed by the FHLBB of 6 percent of the assets 
of the corporation. 

In effect, plaintiff [again, Seth Wardl acted as a straw man for the real estate 
purchase for the mutual benefit of himself, Jim McDougal, and other individuals. 

Now were you shown these interrogatories during the course of 
the case? 

Mr. Latham. I may have been. I do not remember seeing them. 

Mr. Chertoff. You do not remember. Do you remember that 
there came a point in time that an option was executed between 
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Mr. Ward and Madison regarding — actually, I see the yellow light 
is on and it is going to take a few minutes to develop this area of 
inquiry, let me stop and I’ll pick it up when we return. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Good morning, gentlemen. 

Let me start by asking you, Mr. Latham, whether it is correct 
that you have been interviewed and have given a statement to the 
Resolution Trust Corporation? 

Mr. Latham. Yes. 

Mr. Ben-Veniste. And while you were not interviewed by Pills- 
bury Madison & Sutro, they were working for the Resolution Trust 
Corporation, were they not? 

Mr. Latham. I don’t know. 

Mr. Ben-Veniste. That was their client. In any event, there was 
a point during which the Independent Counsel, to your knowledge, 
expressed a desire that nobody further interview you? Are you 
aware of that? 

Mr. Latham. I think I’ve read or heard that, but I’ve not had 

Mr. Ben-Veniste. The communication of the Independent Coun- 
sel and this Committee was that you could not be interviewed until 
very recently, that is, the time of your deposition, so it’s not at all 
mysterious that the Pillsbury firm might not have gotten around 
to interviewing you under those circumstances. 

Now, Mr. Knight, you were not involved, were you, in the actual 
representation of Madison Savings & Loan back in 1985? 

Mr. KNIGHT. I might have done some very minor work on it, but 
I really wasn’t actively involved in it, no, sir. 

Mr. Ben-Veniste. Indeed, when Mr. Massey testified before this 
Committee, I have to say, and it’s nothing derogatory toward you 
or your presence, but he did not remember that you were present 
at the lunch with Mr. Latham, and did not mention that you were 
present. Mr. Latham, do you remember a lunch with Mr. Knight 
being present? 

Mr. Latham. No, I don’t. 

Mr. Ben-Veniste. So it may have been that there were more 
than one lunch and more than one meeting between Mr. Latham 
and Mr. Massey. Would you rule that out, Mr. Latham? 

Mr. Latham. I have no recollection of it so I can’t rule it out. 

Mr. Ben-Veniste. And of course, one might not fault you for hav- 
ing a failure of recollection. These events occurred 11 years ago and 
presumably were not central to your life at that time. Is that cor- 
rect, Mr. Latham? 

Mr. Latham. That’s correct. 

Mr. Ben-Veniste. Mr. Knight, would that be fair to say? 

Mr. Knight. Yes, sir. 

Mr. Ben-Veniste. Now, Mrs. Clinton, in her interrogatory an- 
swers, indicated that there was a problem with respect to an out- 
standing bill that had not been paid by Mr. McDougal or one of his 
entities, prior to the work that the Rose Law Firm did for Madison 
Guaranty Savings & Loan. Are you aware of that? 

Mr. Knight. Yes, sir. 

Mr. Ben-Veniste. Let’s get your recollection. Is it not the case 
that prior to your lunch pitching the business to Mr. Latham, that 


you met with the senior partner of the Rose Law Firm about the 
anticipated lunch that you were going to have, during which you 
were going to pitch the Madison Savings & Loan business? 

Mr. Knight. Well, sir, I would not describe it as a meeting. I 
think I just basically walked into his office and mentioned to him 
that Rick and I were going to go have lunch with Mr. Latham and 
see if there was any possibility of doing business there. 

Mr. Ben-Veniste. And Mr. Giroir, was it? 

Mr. Knight. Giroir. 

Mr. Ben-Veniste. Mr. Giroir mentioned to you at that time, did 
he not, that there was an outstanding balance on the Madison 
Bank account with the firm? 

Mr. Knight. No, sir, that is not my recollection. All I can really 
recall about that is he mentioned to me that there had been some 
sort of a billing problem on work that had been done by the litiga- 
tion section, and I don't believe he went into any detail about the 
specific nature of the problem. 

Mr. Ben-Veniste. Did Mr. Giroir say, in substance, that there 
had been a dispute or some kind of argument about fees with re- 
spect to Mr. McDougal and the Rose Law Firm and that that had 
to do with some past representation of Madison? 

Mr. Knight. Yes, sir. He said something to that general effect. 

Mr. Ben-Veniste. So that was very much up front and clearly 
on the mind of the senior partner at the Rose Law Firm at the time 
when you mentioned Mr. McDougal and Madison Savings & Loan? 

Mr. Knight. He did mention it to me, yes, sir. 

Mr. Ben-Veniste. Now it is also correct that prior to the repre- 
sentation of the firm of this new client, Madison Guaranty Savings 
& Loan, a substantial portion of the outstanding bill was cleaned 
up. You now know that, do you not? 

Mr. Knight. At the time, sir, I did not have any knowledge of 
that. That is my understanding certainly based on what we’ve seen 
here today. 

Mr. Ben-Veniste. We now know that at some point apparently 
in late 1994, that $5,000 was paid toward that outstanding bill. 

Mr. Knight. Yes, sir, that appears to be the case. 

Mr. Ben-Veniste. Mr. Bunch, and again I don’t mean to imply 
that you should necessarily have a specific recollection of this, but 
is it correct that the Rose Law Firm had been trying to collect on 
that bill for representation of your bank since 1982? 

Mr. Bunch. I’m sure they had sent us some bills, yes. 

Mr. Ben-Veniste. Well, let me put before you a letter dated Oc- 
tober 10, 1983, and this has been Bates stamped 9179. Can we do 
that? You see a letter dated October 10, 1983? 

Mr. Bunch. Yes. 

Mr. Ben-Veniste. That letter is addressed to Mr. McDougal and 
it’s signed by C.J. Giroir, Jr., the senior partner at the Rose Law 
Firm at the time. And that letter says: 

Dear Jim, pursuant to your discussion with Hillary Rodham Clinton, I am enclos- 
ing herewith a copy of our firm’s statement, dated December 23, 1981, covering 
services rendered in connection with the matter of First National Bank of Huntsville 
v. Madison Bank and Trust. 

Very truly yours, Joe Giroir. 
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So you acknowledge that from time to time there had been at- 
tempts to secure payment of this outstanding bill, and indeed ac- 
cording to Mr. Giroir’s letter, Mrs. Clinton had been aware of and 
involved in that process? 

Mr. Bunch. Yes. 

Mr. Ben-Veniste. Now with respect to the notes that have been 
shown of a Board meeting at Madison Bank in October 1984, it 
says, “Mr. Bunch will negotiate settlement with the Rose Firm. ,, 
And those were the notes that were shown to you previously. Do 
you have a specific recollection of negotiating with anybody at the 
Rose Firm? 

Mr. Bunch. No. I don’t remember it. 

Mr. Ben-Veniste. Again that is not surprising, that was 11 years 
ago. But in any event, $5,000 was paid on that account at some 
point toward the end of 1984? 

Mr. Bunch. That’s correct. 

Mr. Ben-Veniste. Let me, in order to put into a little better con- 
text the testimony of Mr. Massey before this Committee on Janu- 
ary 11, 1996, when I questioned him, I asked him: 

Mr. Ben-Veniste. And it was your hope, was it not, that Mr. Latham and the 
Madison Bank would consult you on an official basis in your private capacity as a 
lawyer with the Rose Law Firm? 

Mr. Massey. Yes, sir. As I testified earlier, I actually pitched the business to him. 
I think the pitch was basically, gee, I’m — you are asking me all these questions. 
Why don't you hire us and put us to work on some of these things. 

Let me stop there. Mr. Latham, when you were asked about Mr. 
Massey and his pitch, I don’t think you recalled that he was teach- 
ing a course at that point that you were taking at the law school? 
You seem to think that you were all in law school studying for the 
Bar together? 

Mr. Latham. At the same time; that’s correct. 

Mr. Ben-Veniste. Right. So Mr. Massey’s recollection seems to 
be a little more specific, but he said that you were being pitched 
on specific matters, and that had to do, according to Mr. Massey’s 
testimony, with the regulatory issues that eventually Rose was 
hired to handle. Correct? 

Mr. Latham. It’s correct that that is what Rick said? 

Mr. Ben-Veniste. Well, do you recall that? 

Mr. Latham. No, I do not recall that. 

Mr. Ben-Veniste. You don’t recall that. Do you recall that Mr. 
Latham was being pitched, Mr. Knight, for business? 

Mr. Knight. Yes, I do recall having a lunch and doing that, and 
I recall Mr. Massey being present at that lunch. 

Mr. Latham. Let me back up and say that I do recall that Rick 
pitched the business in the sense that he wanted us to hire them 
to do legal work for us. I do not remember the lunch. I do not re- 
member us — I do not remember being in a class that Rick was 
teaching, but I do remember him pitching business, yes. 

Mr. Ben-Veniste. Fair enough. And to go on with Mr. Massey’s 
testimony, I asked him: 

Mr. Ben-Veniste. So very clearly you had it in mind that all of this advice would 
lead someday to signing up by the Rose Law Firm of this bank client? 

Mr. Massey. 1 had hoped that, yes, sir. 

Mr. Ben-Veniste. Indeed, Mr. Latham told you in words or substance that he 
wouldn’t object to that kind of relationship but it was not his decision to make? 

Mr. Massey. That was the sense I got from the meeting, yes, sir. 
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Mr. Ben-Veniste. And if I understand your testimony, you may have had a casual 
conversation with Mrs. Clinton about these circumstances, knowing that she was ac- 
quainted with Mr. McDougal? 

Mr. Massey. Yes, sir, very possibly. 

Mr. Ben-Veniste. Mr. McDougal was the person to whom Mr. Latham referred 
as the decisionmaker on retaining a client? 

Mr. Massey. That’s correct. 

Mr. Ben-Veniste. So putting all of this together, there’s no real mystery, is there, 
that there was an issue relating to securities work that you were being consulted 
on, on an informal basis, by Mr. Latham about that work, that you wanted to regu- 
larize that relationship to be an attorney-client relationship between the Rose Firm 
and the bank, that you may have mentioned it to Mrs. Clinton and that eventually 
the Rose Firm was retained by the bank to provide the service? 

Mr. Massey. Yes, sir. 

That is not inconsistent with the recollection you have, to the ex- 
tent you have a recollection of those events, is it, Mr. Latham? 

Mr. Latham. No, it is not. 

Mr. Ben-Veniste. The fact that Madison Savings & Loan was 
using another law firm as its principal outside firm has all been 
testified to here before, and indeed that lends credence to the no- 
tion that the Rose Firm had a very limited role in representing 
Madison Savings & Loan back in 1985. 

We understand from the records that we have accumulated that 
the firm received approximately $22,000 in fees over an 18-month 
period. Is that consistent with your recollection, Mr. Latham? 

Mr. Latham. I can’t dispute it — the only recollection that I have 
of working with the Rose Firm was on the broker-dealer matter. 
The billing records, in my understanding, indicate that they have 
worked on several other matters, and I do not dispute that. 

Mr. Ben-Veniste. There were other matters, yes, and we have 
been through all those with the members of the firm, the partners 
who have come here to testify, I think three in number. Do you 
have any reason to believe that the Rose Firm was paid for work 
that was not performed? 

Mr. Latham. No. I have no reason to believe that. 

Mr. Ben-Veniste. Mr. Knight, do you have any such reason to 
believe that the Rose Firm was paid as some kind of gratuity or 
gift, rather than for legal services performed? 

Mr. Latham. No, sir. 

Mr. Ben-Veniste. The $22,000 over an 18-month period, how 
would you characterize that in terms of whether that was a signifi- 
cant amount of business for the Rose Firm during 1985? 

Mr. Knight. That would be a relatively small matter for a cor- 
porate area. 

Mr. Ben-Veniste. Now is it correct that really the only thing 
that you have any recollection about in connection with the rep- 
resentation by the Rose Firm of Madison Savings & Loan and how 
the business came in was this limited recollection about the lunch 
that you had back in 1984 or 1985? 

Mr. Knight. I do remember the lunch. I think as I said earlier, 
I also generally remember learning that business was in-house. I 
just don’t know how it arrived. 

Mr. Ben-Veniste. And if I understand your testimony correctly, 
you don’t recall what matter you worked on back then, but you 
think you may have worked on some minor aspect of some matter? 

Mr. Knight. Yes, sir. During the course of previous testimony, 
I reviewed some billing records, and I had one or two small entries 
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where it appeared that Rick Massey had asked me to look over a 
document for him. I just really don’t recall having done that. 

Mr. Ben-Veniste. You didn’t have any independent recollection, 
but when you went back and looked at the billing records, it indi- 
cated that you had put in some small amount of time, and you’re 
prepared to say that you must have, if the records said that? 

Mr. Knight. That is correct, sir. 

Mr. Ben-Veniste. OK. Fair enough. 

Now, Mr. Bunch, there isn’t any suggestion, is there, that the 
$5,000 that was paid in late 1984, according to these records, was 
some kind of a gift to the Rose Law Firm? 

Mr. Bunch. No. Rose did the appeal. 

Mr. Ben-Veniste. They had worked on an appeal? Do you know 
which lawyers at the Rose Firm worked on that appeal? 

Mr. Bunch. I believe, from the documents, Mr. Foster. 

Mr. Ben-Veniste. Do you have any reason to believe that Mrs. 
Clinton was in any way involved in that appeal? 

Mr. Bunch. Not that I know of. 

Mr. Ben-Veniste. Did you work with Mr. Foster in connection 
with that appeal? 

Mr. Bunch. No. We had a bank attorney, a local attorney, that 
did most of that. 

Mr. Ben-Veniste. So in terms of the fee dispute that has been 
talked about, the services were incurred in 1981, I believe; correct? 

Mr. Bunch. I believe that’s correct. 

Mr. Ben-Veniste. The bill was ultimately paid, or the outstand- 
ing balance on the bill was ultimately paid in 1984, it appears, to- 
ward the end of the year? Is that correct? 

Mr. Bunch. Well, yeah. We agreed on a $5,000 settlement, yes. 

Mr. Ben-Veniste. The whole bill was $5,000-and-change? 

Mr. Bunch. I don’t think the bill was really disputed; it was just 
that we were a little slow in paying. 

Mr. Ben-Veniste. Like 3 years? 

[Laughter.] 

Mr. Bunch. On that order. 

Mr. Ben-Veniste. There is no suggestion, is there, that you felt 
that you didn’t owe the money? 

Mr. Bunch. No, no. 

Mr. Ben-Veniste. The work was performed? 

Mr. Bunch. That’s correct. 

Mr. Ben-Veniste. You might not have gotten the result that you 
wanted — I don’t even know what the appeal was about 

Mr. Bunch. Well, that’s true. 

Mr. Ben-Veniste. — or any of that arcania back in 1981, but you 
were a little slow in paying because you didn’t get a great result, 
I guess? 

Mr. Bunch. Correct. 

Mr. Ben-Veniste. And for other reasons? 

Mr. Bunch. Well, mostly because of result, I am sure; yeah. We 
weren’t in any hurry. 

Mr. Ben-Veniste. You weren’t in any hurry. 

Mr. Bunch. Obviously. 

Mr. Ben-Veniste. I think we can all agree on that. Some of us 
up here are lawyers and are familiar with that syndrome, and Sen- 


3176 


ator Bennett always takes the client’s view so he would be on the 
same page as you if he were here today, I am sure, in terms of the 
speed with which legal bills are sometimes requested to be paid 
and the resulting action by the client. But there was nothing unto- 
ward about the fact that the bill was ultimately paid? 

Mr. Bunch. No. That’s correct. 

Mr. Ben-Veniste. Do you recall any discussions with McDougal 
from your own recollection as opposed to looking at records regard- 
ing the payment of the outstanding balance of that bill? 

Mr. Bunch. No, I do not. 

Mr. Ben-Veniste. So it wasn’t any major event? 

Mr. Bunch. No. 

Mr. Ben-Veniste. Mr. Latham, it is correct, is it not, that Mr. 
McDougal was the one to make the decision concerning the matter 
about which Mr. Massey and apparently Mr. Knight pitched you? 

Mr. Latham. That’s correct. 

Mr. Ben-Veniste. I take it you don’t recall whether subsequent 
to the lunch you requested other information, or other guidance on 
an informal basis from Mr. Massey on whether he continued to try 
to get your nose into the tent, as it were, as a client? 

Mr. Latham. I don’t recall. It sounds like he did, but I don’t re- 
call. 

Mr. Ben-Veniste. According to the Pillsbury Report, Mr. Chair- 
man, this matter was addressed in the following way. “McDougal’s 
Madison Bank” — that was the bank that you are associated with, 
not Madison Guaranty Savings & Loan which has been the subject 
of all of this litigation and discussion? 

Mr. Bunch. Right. 

Mr. Ben-Veniste. And apparently Mr. McDougal had a thing for 
President Madison and kept naming his institutions after that 
President. 

Mr. Bunch. That’s correct. 

Mr. Ben-Veniste. “McDougal’s Madison Bank had refused to pay 
the Rose Law Firm in full for litigation services rendered in 1981 
and 1982. Given this prior experience with McDougal, the Rose 
Law Firm could hardly be blamed for seeking advance payment be- 
fore agreeing to represent the McDougal entity once again.” 

And indeed, was it not the case, Mr. Latham, that a monthly re- 
tainer was agreed upon, as opposed to a system whereby the firm 
would bill the client, Madison Guaranty Savings & Loan, for serv- 
ices rendered after the event? 

Mr. Latham. That’s correct. 

Mr. Ben-Veniste. Now in terms of the question of the funds 
which were paid over the 18-month period from 1985 to 1986, do 
you recall that a retainer balance was returned to Madison Savings 
& Loan at some point, Mr. Latham? 

Mr. Latham. Yes, I do. 

Mr. Ben-Veniste. Again according to the Pillsbury Report, “Even 
if all the retainer had been earned in fees, Mrs. Clinton’s share 
would have been less than $20 a month over that 18-month pe- 
riod.” The report also noted: ‘There is no evidence that the Clin- 
tons ever received anything like $2,000 a month from this engage- 
ment, and every reason to believe that they never received more 
than a trivial sum of money.” 
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That conclusion is based on the fact that Mrs. Clinton’s draw as 
a partner as applied to whatever formula was in effect in 1985 or 
1986 at the Rose Law Firm would reflect that she would get a very, 
very small percentage of this $22,000 in fees over this 18-month pe- 
riod. Is that consistent with your understanding of how the firm 
operated at that point, Mr. Knight? 

Mr. Knight. Yes. I think that is true, because the net profits for 
the firm were basically spread over 20-something partners. 

Mr. BEN-VENISTE. According to Mrs. Clinton’s February 4, 1994, 
sworn interrogatory, she stated that Massey had come to her be- 
cause he had learned that certain lawyers at the firm were opposed 
to doing any more work for Jim McDougal, or any of his companies, 
until he paid his bill; and then only if Madison Guaranty agreed 
to prepay a certain sum to the firm once a month to cover fees and 
expenses. First of all, let me ask you whether Mr. Massey was 
present when you approached Mr. Giroir and Mr. Giroir told you 
about the outstanding balance? 

Mr. CHERTOFF. Excuse me? I don’t believe that is what the wit- 
ness said, that there was an “outstanding balance.” That is not my 
recollection of the testimony. 

Mr. Ben-Veniste. Thank you, Mr. Chertoff. 

Was Mr. Massey with you when you had this conversation with 
Mr. Giroir? 

Mr. Knight. No, sir. 

Mr. Ben-Veniste. Do you recall providing Mr. Massey with any 
information before your meeting about your conversation with your 
senior partner? 

Mr. Knight. I may have mentioned to Rick the conversation that 
I had with Joe Giroir, but I really don’t recall. 

Mr. Ben-Veniste. Would you rule out the notion that either Mr. 
Massey had an independent conversation with Mr. Giroir or he 
took from your mention of your meeting with Mr. Giroir that Mr. 
Giroir, as the senior partner, had raised the issue of a fee dispute, 
or monies being owed to the firm, as being a concern when you 
mentioned that you were going to pitch this business? 

Mr. Knight. As I said, I really don’t remember whether I had a 
discussion with Mr. Massey about that; and I don’t know whether 
he had any discussions with Mr. Giroir about that issue. 

Mr. Ben-Veniste. But in terms of simply the way these things 
operate, the senior partner of the firm, as soon as you mentioned 
the fact that you were going to pitch Madison Savings & Loan busi- 
ness, mentioned that there had been a fee dispute with McDougal 
that had been unresolved? Correct? 

Mr. Knight. Well — that’s correct. 

Mr. Ben-Veniste. Since Mr. Giroir was a senior partner of the 
firm, that would be something on your mind? You wouldn’t simply 
ignore that? 

Mr. Knight. I will agree with that. I think the only observation 
about that is that Rick Massey was a very junior associate at the 
time, and it would be rather surprising to me to find out he was 
having discussions with Mr. Giroir about that issue and I was hav- 
ing those discussions with Mr. Giroir because I was a partner. 
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Mr. Ben-Veniste. OK. And Mr. Massey, being a junior lawyer, 
may have even taken the remark to be more significant than you 
viewed it at the time? 

Mr. Knight. That’s possible, sir. 

Mr. Ben-Veniste. Now the notion that the firm would want to 
clean up the outstanding fees owed to the firm prior to undertaking 
a new matter with the same individual who was involved with a 
new entity — that is, Mr. McDougal now as owner of Madison Guar- 
anty Savings & Loan — would not be unusual, would it? 

Mr. Knight. Well, again, sir, I am not really sure what the prob- 
lem with billing was. I don’t know whether it was a slow-pay prob- 
lem. I don’t know whether it was an uncollected balance problem. 

I just know that Mr. Giroir was concerned that there had been a 
billing problem. 

Mr. Ben-Veniste. Isn’t it correct that Mr. Giroir told you that 1 
before the firm could undertake a new representation with respect 
to the same individual who had a fee dispute with the firm, that 
the old matter, the matter in dispute, would have to be addressed 
before the firm would go forward with the new matter? 

Mr. Knight. Yes, sir. I understood that if I decided to proceed 
with any kind of a new engagement for the firm, that Mr. Giroir 
wanted to visit with me about that issue; but no business came out 
of the lunch, and I never pursued the matter any further. 

Mr. Ben-Veniste. You didn’t, but the matter was obviously pur- 
sued, and the bill was cleaned up, as we now know, before the new ( 
matter was accepted? Is that fair to say? 

Mr. Knight. I have no knowledge of that, other than of these rec- * 
ords that have been shown to me here today. 

Mr. Ben-Veniste. The records seem to indicate that, and we are | 1 
trying to reconstruct that, along with people’s recollections of these 
events. But your testimony was, if I understand it from your depo- 
sition: “Mr. Giroir thought it was fine to go ahead and have the 
lunch, but if anything came of it and we decided we wanted to un- 
dertake representation on something, if we needed to, I needed to 
look into that to make sure it wasn’t a problem.” 

Mr. Knight. That is an accurate statement, sir. 

Mr. Ben-Veniste. Mr. Chairman. 

The Chairman. Mr. Chertoff. 

Mr. Chertoff. Mr. Knight, just to be clear, because you gave a 
very clear statement on this in the first round: Mr. Giroir did not 
tell you in 1985, there was an outstanding balance on the bill? 

Mr. Knight. He did not. 

Mr. Chertoff. In fact we know, because the record is clear, the 
bill had been paid the previous October. But since Mr. Ben-Veniste 
raises the question of Mrs. Clinton’s statement, I have to confess 
to you, Mr. Knight, there is something that is really puzzling about 
the central thrust of her statement which I think comes to light as 
you appear here. You see, when you read her statement, she says 
that Massey has got work, or requests to take on work, after this 
lunch; that Massey believes there is a billing problem; and there- 
fore Massey comes to her and asks her to straighten it out. 

Now, Mrs. Clinton later gave a somewhat different version I 
think after some of this had been developed during the hearings in 
her most recent interview, and I think introduced Vincent Foster 


3179 


into the mix, and her latest version said it was Vincent Foster who 
came to her. 

But what really puzzles me is this: You were at the lunch with 
Mr. Massey. It seems to me as a matter of plain, simple, common 
sense that if there had been any offer of work to Mr. Massey from 
Mr. Latham, either at that luncheon or even afterwards, and Mr. 
Massey had any concerns about it, he would have gone to you. You 
were the expert in corporate and securities law, not Mrs. Clinton? 
Correct? She wasn’t a securities partner; she was a litigator, right? 

Mr. Knight. That’s correct. 

Mr. Chertoff. In fact, you supervised other lawyers in the cor- 
porate securities area? 

Mr. Knight. Associates; yes, sir. 

Mr. Chertoff. What was your seniority relative to Mrs. Clinton 
in terms of years with the firm? 

Mr. Knight. She would have been senior to me, sir. 

Mr. Chertoff. In number of years spent there? 

Mr. Knight. In number of years spent; yes, sir. 

Mr. Chertoff. How much junior to her were you? 

Mr. Knight. That is really hard to say, because I had come to 
the firm with several years of practice in the securities’ law area 
under my belt. So time at the firm doesn’t quite correlate to the 
level of seniority. 

Mr. Chertoff. I see. So you had had practice experience at an- 
other firm? 

Mr. KNIGHT. Well, sir, I had been at the Securities and Exchange 
Commission, and I had clerked for a Federal Appellate Court, also. 

Mr. Chertoff. Oh, I see. You actually came from the U.S. Secu- 
rities and Exchange Commission? 

Mr. Knight. Yes, sir, I did. 

Mr. Chertoff. So you really were an expert in securities? 

Mr. Knight. Yes, sir. 

Mr. Chertoff. Not that I was doubting that before but since we 
are in Washington, everything seems magnified when it occurs 
here. Did you supervise securities work and corporate work at the 
Rose Law Firm? 

Mr. Knight. Yes, I did. 

Mr. Chertoff. You supervised Mr. Massey on things? 

Mr. Knight. Yes, sir. 

Mr. Chertoff. So, given your relationship with Mr. Massey, he’s 
working under you, you are the expert in securities, you attended 
the lunch with him, you taught the course with him in which Mr. 
Latham was a student, as a matter of courtesy and common sense 
I would think that, even if we assumed for a moment that Mr. 
Massey had been offered work by Mr. Latham and that there was 
a billing problem, he would come to you. Wouldn’t you agree with 
me that, from your knowledge of Massey and the way the firm 
works, you would have expected if any work came to Massey as a 
result of this lunch, he would have come to you about it? 

Mr. Knight. Yes, sir. I think that is a fair statement. 

Mr. Chertoff. He never did come to you about it? 

Mr. Knight. Not that I recall. 

Mr. Chertoff. Now, I also want to pursue another issue raised 
by Mr. Ben-Veniste early on. Mr. Latham, Mr. Ben-Veniste asked 
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you whether it was your understanding that the Pillsbury people 
did not interview you because the Independent Counsel asked them 
not to. Mr. Knight, do you have any reason to believe the Inde- 
pendent Counsel ever told or asked the Pillsbury people not to 
interview you? 

Mr. Knight. No, sir. 

Mr. CHERTOFF. Mr. Bunch, do you have any reason to believe 
that the Independent Counsel ever told the Pillsbury people not to 
interview you? 

Mr. Bunch. I don’t even know — who are the Pillsbury people? 

Mr. CHERTOFF. I think that answers the question. So there is 
nothing that I can imagine, whether it is a matter of a request of 
the Independent Counsel or anything else, that should have pre- 
vented the people from Pillsbury Madison over the 2 years that 
they worked on this matter from talking to you in much the same 
way as we are talking to the two of you here. You certainly cannot 
think of any reason why they could not have talked to you; right? 

Mr. Knight. No, I can’t. 

Mr. CHERTOFF. Mr. Knight, you weren’t concealing the fact that 
you were at the lunch that the Pillsbury Report spent a consider- 
able amount of effort analyzing, but they never talked to you; is 
that right? 

Mr. KNIGHT. They never talked to me, sir. 

Mr. CHERTOFF. Mr. Bunch, in fact, you also were involved in the 
loan with respect to Whitewater Development, Lot 13; correct? 

Mr. Bunch. Correct. 

Mr. CHERTOFF. That was the loan to Mrs. Clinton personally for 
purposes of developing that lot? 

Mr. BUNCH. I believe that was what it was for, yes. 

Mr. Chertoff. And that was another area the Pillsbury people 
might have explored, but they didn’t. I have to say, I mean, in the 
last couple of weeks by my count we have identified at least a 
dozen witnesses who have had direct and intimate dealings with 
some of the issues that make up this matter, and none of them 
were talked to by the Pillsbury people in 2 years. So I am sure that 
that is a matter the Committee will be eager to explore tomorrow 
when I think, with the benefit of this additional information, we 
assess the nature of that work. 

Now let me go back to you, Mr. Latham, because we were on the 
issue of this transaction for Castle Grande, which was identified by 
Madison Savings & Loan in its own interrogatory responses as a 
deal in which Mr. Ward acted as a straw man. I am correct that, 
for Mr. Ward’s participation in this transaction, he received a com- 
mission; is that right? 

Mr. Latham. That is my recollection. At this point, I don’t know 
if I remember that from that point in time or if I have read it 
somewhere; but that is my understanding, yes. 

Mr. Chertoff. The commission was not in the form of cash, but 
he was given his commission by being allowed to keep a couple of 
tracts of the property he had taken in his name after the rest of 
that property was ultimately taken back by Jim McDougal; right? 

Mr. Latham. Again, I don’t have a recollection of that. That is — 
in the deposition yesterday they read me something; I can’t remem- 
ber what it was, but it indicated that. That’s correct. 
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Mr. Chertoff. Well, let me read to you from your own sworn 
testimony back in 1987, if you get to your trial testimony at page 
100. I am referring to the number in the upper right-hand corner. 
I know we have two sets of numbers. 

Mr. Latham. OK. 

Mr. Chertoff. At the very bottom, line 19: 

Question: Did any money actually change hands? 

Answer: No. The consideration, in essence, was already given. The money was al- 
ready owned to Seth as commissions. Seth did not pay cash to the Service Corpora- 
tion for this. This was evidence of a debt that was already owned by the Service 
Corporation to Seth. 

Question: Now was Mr. Ward concerned also because there were Federal examin- 
ers at Madison Guaranty Savings & Loan? 

Answer: I think that may have been of some concern to him, as well. 

Question: I want you to look at now what has been introduced as Defendant’s Ex- 
hibit No. 3, an option to purchase tracts 27 and 28 of Holman Acres. Can you tell 
the jury about the circumstances surrounding the Financial Corporation taking an 
option out on this property? 

Answer: Yes. I know this is confusing, but the loan was done really at that time 
in lieu of the option. The option, more concretely or more accurately reflects the na- 
ture of the transaction, that being that the Service Corporation owed Seth $300,000 
in commissions. In the initial purchase of all of that property, Seth retained tracts 
27 and 28 of Holman Acres as his commission, which was later to be bought by the 
Service Coloration. The option allows the Service Corporation to buy the property 
from Seth. Thus Seth receives the $300,000 and the Service Corporation would have 
the property. 

Now that was true testimony you gave there, right? 

Mr. Latham. Yes. At that time I had 

Mr. Chertoff. A better memory? 

Mr. Latham. I don’t know that I remember it at that time, but 
I worked with Madison’s lawyers and we went over this transaction 
in detail. It is pretty confusing, but that was my understanding at 
this point in time when I gave the testimony; that’s correct. 

Mr. Chertoff. So your understanding of the transaction was 
that the option was designed to be the way Seth Ward would cash 
in his commission; that he had held back a couple of tracts of land, 
and the deal was understood from the very beginning that he 
would then later receive $300,000 for the land which would be his 
commission; right? 

Mr. Latham. That’s correct. 

Mr. Chertoff. And do you know if the land was actually worth 

$300,000? 

Mr. Latham. I don’t know. 

Mr. Chertoff. Well, wasn’t it really worth something more like 
a hundred-and-something-thousand dollars? 

Mr. Latham. I have no idea. 

Mr. Chertoff. Then your answer goes on to say: 

The note was done very quickly to make sure that that debt was evidenced should 
something happen to anybody to protect Seth. The note, however, would have left, 
if that was the way it was finally structured, would have left Seth with the $300,000 
plus the property, which was not the intent of the transaction. 

Now, I take it what you are saying here is, the original way they 
wanted to get that commission to Ward, for his being the straw 
man on this deal, was by having him hold back some property, and 
then he would receive $300,000 for it. But when they got nervous 
because the examiners were in the bank, they quickly decided to 
go the route of issuing a note and having him borrow money se- 
cured by the property so that if there was some problem at the 
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bank because of the examiners, Seth would be protected. Is that 
the basic gist of it? 

Mr. Latham. I think that is a fair conclusion. At this point I am 
in the same shoes that you are. I have to go by whatever I said 
at that trial because I have no recollection at this point. In fact, 
I don’t think I did then. We spent many hours going through many 
documents to piece that together. So this is — I would rely on what- 
ever was said at this trial, and what you are saying is a fair con- 
clusion from that. 

Mr. Chertoff. Let me ask you this, then. Do you know why Mrs. 
Clinton would have been involved in drafting this option? 

Mr. Latham. I have no idea. 

Mr. CHERTOFF. I think that concludes it for me, Mr. Chairman, 
except I just wanted to observe for the record that we had origi- 
nally hoped to have Mr. Henley — that would be Susan McDougal’s 
brother — come in. The reason is because we have been exploring at 
some length the difference between the statement that Mrs. Clin- 
ton gave concerning how she recalled the work being brought in, 
the statements various witnesses have said, and of course, Mr. 
McDougal’s original allegation that the work was arranged through 
a meeting he had with Mr. Clinton back in the late summer of 
1984. I gather there was some evidence that Mr. Henley may have 
been in the vicinity of that, and Mr. Henley’s lawyer indicated to 
us that he would exercise his Constitutional right not to testify. 

I do think I want to make one last observation and maybe get 
any comment on this, if anybody has a comment. This bill that was 
paid in October 1984, was outstanding for some considerable period 
of time. Then, all of a sudden Mr. McDougal decided he was going 
to pay it off. It is interesting to look at the coincidence of dates. 
I mean, Mr. McDougal has maintained at least for some consider- 
able period of time that Mr. Clinton came by to ask for some help 
in terms of the Rose Law Firm in late August 1984. It is not very 
much after that that Mr. McDougal finally indicates he is going to 
pay this outstanding bill. 

Mr. Bunch, did Mr. McDougal ever tell you why it was that in 
October 1984, all of a sudden he decided he was going to pay this 
bill that had not been paid for some period of time? 

Mr. Bunch. I wouldn’t know, other than we may have had a lit- 
tle more money at that time than we’d had previously. 

Mr. Chertoff. Actually, my understanding is from looking at 
the minutes that you have provided us with, that in the November 
Board meeting someone pointed out that paying that bill actually 
resulted in — or was a contributing factor to a decrease in the profit- 
ability of the bank. So apparently the decision to pay the bill actu- 
ally had an adverse effect on the financial picture of the bank for 
that quarter. Would you agree with me? 

Mr. Bunch. That was part of the reason that we hadn’t paid it. 
We figured Rose had — we didn’t have anything against Rose, but 
we figured they had more money than we did. 

[Laughter.] 

Mr. Chertoff. That is probably true. But something motivated 
him to do that in October, just within 2 months of when McDougal 
has told us there was a visit with Mr. Clinton. Mr. Chairman, that 
is the end of my questions. 
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The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

The Chairman. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Well, the fact of the matter is that the bill had 
been outstanding for 3 years, Mr. Bunch? 

Mr. Bunch. That’s the fact. 

Mr. Ben-Veniste. Whether it had an impact on the bottom line 
or not, sooner or later you owed it and you were going to have to 
pay it; right? 

Mr. Bunch. Sure. 

Mr. Ben-Veniste. If Mr. McDougal told you this was the time to 
do it, that’s fine? 

Mr. Bunch. It was time to do it. 

Mr. Ben-Veniste. Now in terms of what has been brought out 
in this last round of questioning, is it not correct, Mr. Latham, that 
with respect to the IDC transactions that, to the best of your recol- 
lection, Mrs. Clinton had nothing to do with any of that for Madi- 
son Guaranty Savings & Loan? 

Mr. Latham. With respect to that transaction? 

Mr. Ben-Veniste. Yes. 

Mr. Latham. I have no recollection of her involvement, no. 

Mr. Ben-Veniste. In connection with the option agreement that 
Mr. Chertoff has brought up, the conclusion of Pillsbury Madison 
& Sutro in their Supplemental Report of February 25, 1996, states: 

While Mrs. Clinton drafted the May 1, 1986, option, nothing proves she did so 
knowing it to be wrong. The circumstances of the work point strongly toward inno- 
cent explanations and the theories that tie this option to wrongdoing or to the straw 
man arrangements are strained, at best. 

And finally, with respect to all of this “who-struck-John” about 
bringing the client in the door 11 years ago, the conclusion of the 
Pillsbury Report is that: 

Mrs. Clinton’s recollections and Richard Massey’s recollections differ in some 
respects, but for present purposes the differences are not material. For present pur- 
poses, it makes little difference who was right. There is no hint of fraud or inten- 
tional misconduct in either version, and the mere act of retaining the Rose Law 
Firm did not harm Madison Guaranty in any respect. 

I have nothing further. 

The Chairman. Very good. 

First of all, let me thank the three witnesses. 

Mr. Knight, where do you work now? 

Mr. Knight. Stephens, Inc., sir. 

The Chairman. Oh, the investment bankers? 

Mr. Knight. Yes, sir. 

The Chairman. You are their securities expert? 

Mr. Knight. Well, sir, I run the Legal Department. I am their 
General Counsel. 

The Chairman. Oh, you are General Counsel? 

Mr. Knight. Yes, sir. 

The Chairman. Well, they are very fortunate. 

Mr. Knight. Thank you, sir. 

The Chairman. Very fortunate. I have to tell you that I am very 
impressed with the clarity and truthfulness. This is not an easy 
matter, I understand that. I think we all understand that and I 
just want you to know. 
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Mr. Bunch, I want to thank you for coming in. Again, none of 
this is pleasant. You find yourself in here trying to recall events 
that go back years and years, and what did or didn't take place. 
We thank you for your candor and for coming forth. 

Mr. Bunch. Thank you, sir. 

The Chairman. Mr. Latham, you find yourself dragged in here 
after years and years, and it is understandable, obviously, that you 
can’t go back and recall with definiteness those thing that took 
place back in 1983, 1984, 1985, and so we appreciate your testi- 
mony. 

I will make this comment. I found this new information as it re- 
lates to this business about the outstanding legal bill, that the 
records clearly indicate that that matter had been taken care of, 
and it was no longer an outstanding legal bill. 

I think that from the testimony of both Mr. Latham and Mr. 
Knight in recounting what took place at the lunch, there was no 
business that came out, or resulted from that lunch. It is just abso- 
lutely very clear. 

We have a number of matters. We will write up our reports, 
Counsel, on that. We have been 

Senator Sarbanes. Mr. Chairman, I just want to say, I don’t 
think that that last statement is clear. Obviously, we have a differ- 
ing view about it. 

The Chairman. Probably we will do that, and that will be the 
wrap-up in our reports where we will reflect on that. 

I am going to excuse the witnesses at this time. 

We have two outstanding matters which I would like to try to re- 
solve. One was the question of 

Senator Sarbanes. Are we finished with the panel? 

The Chairman. Yes. I want to thank the panel very, very much. 

Mr. Knight. Thank you, sir. 

Mr. Bunch. Thank you. 

Mr. Latham. Thank you. 

The Chairman. We have two important matters to resolve, and 
I would hope that we could do that. The first is the question of get- 
ting the fingerprints from the FBI on the billing records. I would 
hope that we could send out a subpoena to produce all documents 
referred to in Attachment A. That reads: 

All records, regardless of format, including, but not limited to, any reports, memo- 
randa, correspondence, and records in any other medium, that reflect, refer, or re- 
late to any analysis conducted by the Federal Bureau of Investigation of fingerprints 
found on records reflecting the Rose Law Firm’s representation of Madison Guar- 
anty Savings & Loan Association that were discovered in the White House by Spe- 
cial Assistant to the President Carolyn Huber. 

I would hope that we could agree to send the subpoena without 
us having to convene all the Members for that purpose. 

Second, there is a question 

Senator Sarbanes. Mr. Chairman, shall we discuss that first? 

The CHAIRMAN. That is number one. Then there is a second ques- 
tion with respect to a communique that we received from Mr. 
Hale’s lawyer. I think that we should respond to that by way of 
asking them for a time certain before we take any further action. 

Senator Sarbanes. I have not seen this letter. 

The Chairman. I think we are down to, in terms of who the 
Committee may or may not be bringing before us, or what informa- 
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tion we are seeking, I think those are the last two. It is a matter 
of Hale, and it is a matter of getting these materials. So I am going 
to ask that 

Mr. Ben-Veniste. Right now, the status of things, with respect 
to Mr. Hale, is that a subpoena has been served on Mr. Hale for 
his appearance next Monday for deposition, and next Wednesday 
for hearing testimony. Now his lawyer has asked for additional 
time, and I guess that is what is pending before the Committee. He 
has not responded formally about whether Mr. Hale will attempt 
to assert a Fifth Amendment privilege. 

And, Mr. Chairman, we have done some research on that issue 
with respect to the appropriateness, in view of the fact that he did 
testify at length in Little Rock on the same issues we will question 
him about here were he to appear. 

The Chairman. Yes. I am saying that we have to resolve this. I 
would hope that we could issue the subpoena for the fingerprints 
today without there being a necessity of convening all the Mem- 
bers, because I do not think there is any controversy. The clock is 
ticking. If we are not going to do it today, then tomorrow I will rec- 
ommend that we hold a hearing for the purposes of issuing the sub- 
poena. 

Mr. Ben-Veniste. Well, there is kind of a step in between that, 
perhaps, since we are doing this in public, that the public doesn’t 
know about, and that is the letter we received from the Independ- 
ent Counsel, which has directed the FBI in this matter, where they 
have refused to turn over the material to us. 

Senator Sarbanes. I think if a subpoena is going to be sent, it 
should be sent to the Independent Counsel. 

The Chairman. No. No. 

Senator Sarbanes. I do not think 

The Chairman. Well, then we will just 

Senator Sarbanes. — have not seen this, but let me just make 
a statement. 

The Chairman. We will convene the Committee for consideration 
of the subpoena. 

Senator Sarbanes. I do not think we should politicize the FBI. 
And I do not think you should place the Director of the FBI, Mr. 
Freeh, in what I would regard as an untenable position. 

We sent a letter to the Independent Counsel asking for this re- 
port. I gather they have declined to respond, and therefore I think 
the subpoena should be addressed to the Independent Counsel. I do 
not think you should, in effect, play a political game with the FBI. 
I feel very strongly about this. I mean, I have just seen this a little 
bit ago, but I feel very strongly about this. I don’t think the FBI 
ought to be politicized. 

If a subpoena is going to be sent, it ought to be sent — we sent 
the letter to the Independent Counsel making the request. They de- 
clined. If you want to follow-up on that, I think the subpoena 
should be sent to the Independent Counsel. We ought not place Di- 
rector Freeh in what in a sense is an untenable position and sort 
of portray him in some way as being uncooperative. These FBI 
agents are working for Starr. 

The Chairman. Senator Sarbanes, there has not been one iota or 
indication that the FBI has not been cooperative. I do not under- 
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stand how we could come to that conclusion, or how my indicating 
that it is necessary to send out a subpoena because the Independ- 
ent Counsel, as indicated, really, that would be the only manner 
in which to proceed. 

Senator Sarbanes. Who indicated that? 

The Chairman. I am going to ask Mr. Chertoff to respond. 

Senator Sarbanes. Well, no, Mr. Chairman, let me make a point. 

The Chairman. Mr. Chertoff, would you 

Senator Sarbanes. No. Let me develop the point. When we asked 
for the O’Neill 302 records. We asked those of the Independent 
Counsel. They did not furnish them. We did not make the propo- 
sition that we should subpoena the Director of the FBI. I do not 
want to politicize the FBI. I know a political game — I mean, obvi- 
ously this has a heavy political content, these hearings, and has 
had all through the consideration, but at least let’s not drag the 
FBI into that political pit. 

The letter we sent on this matter was sent to the Independent 
Counsel. If you do not get an appropriate response from the Inde- 
pendent Counsel and you want to follow-up, I think the subpoena 
should be sent to the Independent Counsel and you ought not put 
the Director of the FBI in this position. 

Mr. Chertoff. Mr. Chairman, it might illuminate this if I were 
to point out, first of all, that there is no intention of putting the 
FBI Director in any position. It is always the practice, as a matter 
of law, when you subpoena records that are created by an agency, 
the subpoena is directed to the agency that created the records. 

In my years as a U.S. Attorney, if somebody subpoenaed FBI re- 
ports, even if they were in the possession of the U.S. Attorney’s Of- 
fice, the subpoena is directed to the agency which produces them. 
It is a matter of just the technical way you properly do it. It is not 
a matter of trying to individually make the Director come in and 
do something. 

Let me also observe that when we have requested voluntarily 
that information be provided, we have sent the letters to the Inde- 
pendent Counsel. But when we have subpoenaed materials that 
were Department of Justice materials, we have subpoenaed them 
from the Department, whichever organ of the Department had the 
materials, and then with the understanding that the Independent 
Counsel would make the decision. There is no suggestion here that 
Mr. Freeh is going to make the decision, or the FBI is going to 
make it on their own. They clearly are going to have to get guid- 
ance and defer to the Independent Counsel. 

Senator Sarbanes. Then why don’t we send the subpoena to the 
Independent Counsel? 

Mr. Chertoff. Because the Independent Counsel is not the ap- 
propriate designated recipient of subpoenas. 

Senator Sarbanes. No. You are setting up a stand-off between 
Freeh and the Independent Counsel, and you are bringing Freeh 
into the political arena. 

The Chairman. That is not 

Senator Sarbanes. I do not approve of that. 

The Chairman. Excuse me. Excuse me. 

Senator Sarbanes. I think the FBI ought 

The Chairman. Now wait. Now wait. 
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Senator Sarbanes. — not be politicized in this manner. 

The Chairman. You know, the only person who is bringing up 
politics is you, Senator. 

Senator Sarbanes. We sent the letter to the Independent Coun- 
sel. No. The politics was brought up 

The Chairman. The politics — no, no. 

Senator Sarbanes. — by putting this subpoena in front of us to 
Mr. Freeh, the Director of the FBI. 

The Chairman. Oh, no. You know what, we have been discussing 
this matter and attempting to get a resolve of it, and we can’t get 
a resolve of it. So I am saying to you that either we are going to 
get a resolve of getting these fingerprints or getting the informa- 
tion. We have agreed to this, but we are not getting a satisfactory 
resolve. That is the only reason I have been forced to say that we 
are going to have to come to a conclusion in the manner by which 
we make a good-faith effort to obtain this information. Now this is 
not an attempt to have 

Senator Sarbanes. It certainly is. 

The Chairman. Well, I am sorry that you interpret it that way. 
Our actions are designed to attempt to get these records. We are 
not attempting to put the FBI or anybody else on the spot. This 
will have to be a decision that is made by the Independent Counsel. 
But since the FBI is the custodian of these records, we believe that 
is the correct manner in which to proceed. There is precedent for 
this in every other instance with every other Department, includ- 
ing the FBI. 

This is not an attempt to politicize this. Indeed, I would suggest 
that Counsel call the Independent Counsel for guidance. Ask them, 
get a determination as to who they believe the proper party or par- 
ties would be to issue a subpoena. Now if that is something we can 
agree to, and if he believes that he will accept the service on the 
basis of that and then make a determination, fine. We will proceed 
in that manner. But what I am suggesting is that we have to get 
this done because the time is running out. 

Senator Sarbanes. Well, Mr. Chairman 

The Chairman. Now, I have bent over backward, and I resent 
the Senator saying that we are attempting to politicize it. You 
know that is not right. I have gone to extraordinary lengths in 
order to move these hearings, in order to come in before the date 
of the 14th, to try to accommodate all the witnesses at the same 
time. I have also indicated that I would hope that Mr. Chertoff and 
Mr. Ben-Veniste would be able to deal with the other outstanding 
matter with respect to Mr. Hale. 

I think Mr. Hale’s attorney should be advised that on a particu- 
lar date certain we want an answer one way or the other whether 
he can come in or he can’t come in, and then we will determine 
what to do thereafter. 

Senator Sarbanes. Mr. Chairman, the letter was sent from Mr. 
Chertoff and Mr. Ben-Veniste to the Independent Counsel request- 
ing they provide the Special Committee with a copy of the report 
of the analysis, assuming one were done. 

The Chairman. That’s right. 

Senator Sarbanes. Now apparently they have not been forthcom- 
ing in response to that request. If that is the case, then it seems 
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to me the follow-up should be a subpoena addressed to the Inde- 
pendent Counsel and not to Mr. Freeh, the Director of the Federal 
Bureau of Investigation, which would then put Freeh in a difficult 
position vis-a-vis the Independent Counsel. These FBI agents, if 
they did this analysis, did it for the Independent Counsel. I mean, 
I am prepared to send a subpoena to the Independent Counsel. I 
am prepared to follow up on the rejection of our letter. 

The Chairman. All right. 

Senator Sarbanes. But I don’t want to — I am not going to be a 
party 

The Chairman. Don’t raise your voice to me, Senator. 

Senator Sarbanes. I want to be very clear. 

The Chairman. Don’t raise your voice. 

Senator Sarbanes. Well, I want to be very clear about this. 

The Chairman. All right. But just don’t raise your voice, please. 

Senator Sarbanes. I am not going to be party to dragging the 
FBI into the political arena. I just do not think that is a proper 
thing to do. 

The CHAIRMAN. You know that a summons is 

Senator Sarbanes. I just saw this thing. It was just laid on me. 

The Chairman. Oh, you know what 

Senator Sarbanes. The letter was sent to the Independent Coun- 
sel, and the follow-up, then, if we are not satisfied with his re- 
sponse with respect to a subpoena, ought to be to the Independent 
Counsel and not to the Director of the FBI. 

The Chairman. The fact of the matter is that, for technical rea- 
sons, this is commonplace. This is done regularly. I think Mr. 
Chertoff has explained that this is not unusual, and I can’t under- 
stand the thrust, except to attempt to make the Committee’s work 
look like it is something that we haven’t agreed on together, and 
that was to get whatever information that those documents contain 
as it relates to who may or may not have handled them. That is 
all it is. 

Senator Sarbanes. Mr. Chairman 

The Chairman. But I will — I will — I will — and we may as well 
get it out here now — be delighted to sign and authorize a subpoena, 
with your concurrence, to the Independent Counsel. If the Inde- 
pendent Counsel indicates to us, and I would hope they would indi- 
cate sooner rather than later because we have time, that he be- 
lieves for legal, technical reasons that they have to be sent to the 
FBI, that we could then get concurrence not to put the FBI in a 
position, but rather legal counsel, the Independent Counsel, will 
have to make a judgment and a determination that we would then 
proceed with both, if that is necessary. Now, I can’t offer anything 
more in good faith. If the Senator will join with me in that, I would 
proceed in that manner. 

Senator Sarbanes. I will send a subpoena to the Independent 
Counsel, but I don’t think you ought to structure a situation as this 
subpoena to the Director of the FBI would do, by placing the FBI 
in an intolerable position between this Committee and the Inde- 
pendent Counsel. These FBI agents are working for the Independ- 
ent Counsel. 
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The Chairman. We will agree, Senator — and this is only a way 
to get a final determination as to whether or not the Independent 
Counsel is going to oppose even the subpoena. 

We have to make the formal request. We have no problem with 
that. This is not an attempt in the final analysis, this is a decision 
that will be made by the Independent Counsel. But for technical 
reasons, you serve the subpoena on the agency that has made this 
report, that has this information. It is just a technical thing. Now 
if the Independent Counsel objects, I am willing to say that this is 
not a decision being made by the FBI. We will make it. I will stipu- 
late that in the record. 

Senator Sarbanes. I see. 




The Chairman. So maybe we have at least arrived at a deter- 
mination that we will not expect the FBI to make this decision; 
that it is going to be made, obviously, with respect to what the 
Independent Counsel feels is appropriate. Would that be fair? 

Senator Sarbanes. I think we should direct the subpoena to the 
Independent Counsel. 

The Chairman. Let me say to you that I have no problem with 
doing that 

Senator Sarbanes. Let’s do that, then. 

The Chairman. — but technically, they may reject that. Then we 
will have to come back again and issue a subpoena to the Director 
of the FBI. I hope that they won’t do that. But let me say that I 
will direct, with your concurrence, that we send 

Senator SARBANES. Well, then they should be clear that they are 
issuing these instructions to the FBI Director. 

The Chairman. OK. Fine. 

Senator Sarbanes. The FBI Director ought not to be put in the 
position of appearing not to be cooperative when the basis 

The Chairman. Senator, I agree 

Senator Sarbanes. — of the noncooperation is the Independent 
Counsel. 

The Chairman. Senator, we agree on that. 

Senator Sarbanes. Well, I am pleased to hear that. 

The Chairman. Well, it took an awful lot to say that we agreed 
on that. But just so we have it on the record. 

Mr. Ben-Veniste. It is clear, Mr. Chairman, that if somebody 
has the report, it is clearly the Independent Counsel who has the 
report. We want to get the report, and we want to go by way of 
subpoena. 

The Chairman. All right. 

Mr. Ben-Veniste. They have turned us down on that and on the 
302 reports, if we want to subpoena both of those, I think we 
should do that. 

The Chairman. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Yes, sir. 

The Chairman. I believe that Senator Sarbanes and I have come 
to an agreement. First, we issue the subpoena to the Independent 
Counsel. Second, we issue a subpoena to, I would hope, to the FBI 
Director with the clear understanding that if they do not respond, 
obviously this is a determination that will be made by the Inde- 
pendent Counsel. 
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This way, at least, we have met the technical. We understand 
that the subpoena is being issue. I would ask, with this under- 
standing, because it meets the technicalities of the law that require 
it goes to the head of the agency that has done this work. Only for 
those purposes. With the clear understanding that the FBI will not 
be placed in a position where it might be at variance with the opin- 
ion of the Independent Counsel. 

Senator SARBANES. Mr. Chairman, no, no, no. I don’t accept the 
proposition that it is a technicality with regard to it going to the 
FBI. I think that we should send the subpoena to the Independent 
Counsel 

The Chairman. I am going to authorize 

Senator Sarbanes. — to leave the FBI out of it, and see what re- 
sponse we get from the Independent Counsel. 

The Chairman. By the way, we have repeatedly subpoenaed the 
FBI for documents, repeatedly, or the Department of Justice. This 
is not the first time. I have to begin to think that this is an effort 
to stall these hearings, for whatever reason — I don’t know why — 
and to deprive us of the information. 

Senator Sarbanes. I don’t think we have subpoenaed the FBI, 
have we, for work product? 

The Chairman. Yes, we have. 

Mr. CHERTOFF. My recollection is, all along when we have sub- 
poenaed documents from the FBI or the Department of Justice, ac- 
tually we usually send it to the Attorney General. There was an 
objection raised to that by Mr. Ben-Veniste because there was a 
concern that we were trying to make her look like she was in the 
middle, we then went 

Senator SARBANES. Yes, and the FBI. 

Mr. Chertoff. — to the FBI. 

Senator Sarbanes. I think that we should go to the Independent 
Counsel. I don’t think you should put these other people in the 
middle. I don’t think the FBI, professional law enforcement agency, 
ought to be put in that posture. Now, you know, we have offered 
a perfectly constructive 

The Chairman. Senator Sarbanes. 

Senator SARBANES. — path here to try to get at these records. 
And that is, to send the subpoena to the Independent Counsel. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. We are not saying, “Don’t do anything.” 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. We are saying, follow-up in that regard. 

The Chairman. Would you, please. 

Senator Sarbanes. Politicize the FBI 

The Chairman. I guess the hearing was too tranquil for you. 

[Laughter.] 

Senator Sarbanes. Well, I am not going to be part of politicizing 
the FBI. 

The Chairman. Why don’t you stop this nonsense. Nobody has 
talked about politics except yourself. 

Senator Sarbanes. You are the one who put this subpoena in 
front of me. 

The Chairman. You are the only person saying politics, politics, 
politics. I think you cry too much. 
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Now if the Senator wants to join with me in the issuance of a 
subpoena requesting this information — and I will ask both Coun- 
sels to call Mr. Starr’s office and speak to them — that is fine. We 
will do that. If the Independent Counsel says technically, and I 
don’t know, he may say, fine, I will make that request. I hope we 
do not have to come back and do this again and issue a subpoena 
to the FBI, for these records. But if we have to, then we will have 
to do that. 

I will take your course. Tomorrow, then, we will have to see what 
the response is. And if you will join with me in asking for this in- 
formation, then I would suggest that we do that and ascertain 
what the position of the Independent Counsel is. 

Senator Sarbanes. So we will issue a subpoena to the Independ- 
ent Counsel? 

The Chairman. Yes. We will issue a subpoena to the Independ- 
ent Counsel. 

Senator Sarbanes. Fine. Not to the Director of the FBI. 

The CHAIRMAN. However, if they indicate that technically it has 
to go to the Justice Department or to the FBI Director, then I 
would hope the Senator would join with me privately in issuing 
that subpoena. Senator? 

Senator Sarbanes. I want to see what the Independent Counsel 
says and what the basis of his response is. 

The Chairman. OK. 

Senator Sarbanes. I mean, I am not, you know 

The Chairman. I have said 

Senator Sarbanes. Have you had a discussion with the Inde- 
pendent Counsel about this? 

The Chairman. No, I have not. I would hope that they would 
agree. But if they say technically you have to go through this proc- 
ess, I hope that you would join with me again in issuing this with- 
out having to get a vote of the full Committee. I would hope that 
would be the case. 

Senator Sarbanes. Well, I want to see what the OIC says. 

The Chairman. We understand. 

The Committee stands in recess. 

Mr. Ben-Veniste. Mr. Chairman, with respect to Mr. Hale? 

The Chairman. We stand in recess. 

[Whereupon, at 12:03 p.m., the hearing was recessed, to recon- 
vene at 9:30 a.m., Friday, May 17, 1996.] 

[Appendix supplied for the record follows:] 
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Interrogatory No. 17 : With respect to the Rose Lav/'f’irm's 

representation of MADISON GUARANTY in 1985 and 1986: J 

■) Was Mrs . — Cl inton..t hfc — la wyar r espo n sible — ferrobtaining 

phis business for the Rose Law Firm? If not, who was? 

The Rose Law Firm had first represented Jim McDougal in 

bou^T981 with respect” ""to - llitifcat ion arising" out oT^ivs purchase 



f /the Bank of Kingston. 


I recall that Jim disputed the amount cf his final bill and 


refused to pay the entire artour: 


HosexLaw Firm, Richard Massey, became interested in 


did 


To the best of my recollection, the president of Madison 
duiranty, John Latham, who v-as * friend of an associate at the 


not work on the 1981 matter, but 


reouested. 


j’ind 


Nadison Guaranty issue some kind of preferred stock to raise 
capital. Latham had spoken to Massey about doing the related 
legaQ-work. In the spring of 1985, Massey came to see\me because 
el had learned that certain lawyers at the law firm wereopposed 
to doing any more work for Jim McDougal or any of his companies 
until he paid his bill and then only if Madison Guaranty agreed 
to prepay a certain sum to the firm once a month to cover fees 
anti expenses. Under such an arrangement, the firm\ could be 
assured that Madison Guaranty was staying current Jitr^ regard to 
paying for the new work that the firm might do for it. 

I believe Massey approached me about presenting this^ 
proposal to Jim McDougal because he was aware that I knew him. I 
agpreed to go see McDougal. I visited him at his office on April 
23, 1985, and told him that I understood Latham wanted Massey to 

- 34 - 
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some work for Madison Guaranty, but that our firm wo/HJd not 
Led Massey proceed until the previous bill was paid ami sbme kind 
sf prepayment arrangement was worked out for new work the* firm 
might do. As I recall, McDougal agreed that Massey could proceed 
work and informed - 


(b) Was Mrs. Clinton 
If not, who was? 


Madison Guaranty in 1985-86 


Tie hie would arrange to 'psry.thej past 
<iu£ bill. McDougal also indicated that he was agreeabl\e to some 
kind of prepayment arrangement. 


I was not "in charge" of the Rose Law Firm's work 


:he partner in charge of this work? 


though I was the billing partner. 

Uy 


buringthe early part of Massey* s work, he kept me genera): 

advised of what he was doing and may have sent me drafts of the 

documents h e wa s pr e paring . 1 wa s - not - , — how e v e r, — aa_^xpert on 

securities law. I believe that Massey consulted with members of 

!e firm's securities department. 

(c) Was Mrs. Clinton the partner responsible for billing 
: MADISON GUARANTY? If not, who was? 

I was the billing partner for the Madison Guaranty 

i representation which the Rose Law ‘ Firm undertook i^i\the spring of 



(d) Who negotiated the retainer arrangement with >^ADISON 
Guaranty whereby, starting approximately in April 1985, \t paid 
the Rose Law Firm $2,000 a month? See document RLF2 0306- 
j through kj_»F 2 UJUbd. the circumstances in which MADISON 

GUARANTY agreed to enter into that arrangement. 



Please see my response to Part (a), supra . I don't recall 
who negotiated the "retainer arranoement" (this was in fact 
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MINUTES OF MADISON BANK AND HOIST 
BOARD MEETING 

The regular board meeting of Madison Bank and Trust met Tuesday, 
November 27, 1984 at the Madison County Telephone office at 6:00 PM. 
All members were present, and Chairman McDuugai announced a quo run 
was present and called the meeting to order. 

The first order of business was the discussion of the Auditor’s 
Report and Menagenent Letter. The Payroll Procedures and the Incom- 
plete Loan Accounts were discussed. It was suggested that the 
accountant instruct bank personnel in a method that would more 
accurately reflect withholding at each pay period. 

The bond was discussed. The high rate was of concern to the 
members. The Board instructed President Bunch to send a letter to 
State Bank Commissioner to determine another possible course of 
action. 

The FDIC Report of Examination of August 24, L984 was discussed. 
Thia report was discussed at board meeting in September in Fayetteville 
Report again reviewed and discussed. Letter from Mr. Halvorson was 
made part of minutes on motion by Austin Sknith, seconded by Julie 
Baldridge. It was approved unanimously. 

The minutes of the September meeting were read, reviewed, 
corrected, and approved unanimously. The loan portfolio was pro- 
duced by Mr. Bunch, with trouble loans high-lighted, and reviewed 
by Board. With loan reserve ratio in mind, it was believed the 
reserve was adequate based on this. 

The Daily Statement was reed, reviewed, and approved unanimously. 
It was noted that earnings were $69,048 with a L/D Ratio of 51X and the 
Capital Ratio of 7.6X. The reduction in earni ngs was attribtued to 
heavy accounting fees for the audit and a payment of leyl fees from 
1983 lawsuit. President 3unch noted it waa inrpossible that the Banjul 
Capital Account could be evaluated because the accrual system on 
CD's was not daily. Beginning now, we will move to find a method 
for daily accrual. It also was noted that a $223,000 CD was accepted 


INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


FRIDAY, MAY 17, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington, DC. 

The Committee met at 9:40 a.m., in room 216 of the Hart Senate 
Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 

OPENING COMMENTS OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. The Committee will come to order. 

I am going to ask our three witnesses if they would stand for the 
purposes of taking the oath. 

[Witnesses sworn.] 

The Chairman. The Committee is now in the process of conclud- 
ing its public hearings, and today we will hear from three partners 
in the law firm of Pillsbury Madison & Sutro. The firm prepared 
a report for the Resolution Trust Corporation regarding the pos- 
sible bringing of civil claims against persons involved in the failure 
of Madison Guaranty Savings & Loan. 

In February 1994, the RTC hired the Pillsbury law firm. I think 
that it is fair to say that when the White House learned that Mr. 
Stephens, a Pillsbury partner and former U.S. Attorney, would 
head the investigation, there was a storm of protest. 

Today, the Special Committee will hear, among other things, 
what Mr. Stephens’ role was as it relates to the report. We will also 
examine the extent to which Pillsburys work was monitored and 
directed by officials at the RTC. 

It also appears that there were a number of witnesses that Pills- 
bury could have interviewed but did not, and the Committee wants 
to know why and how it is that these witnesses, which may have 
had relevant knowledge, were not, to our knowledge, contacted by 
Pillsbury. These people include the bank officials involved in the 
loans that financed the Whitewater arrangement, the Arkansas 
regulators that oversaw the Madison Guaranty and Rose Law Firm 
attorneys and accountants for the Clintons. 

Senator Sarbanes, do you have a statement? 

Senator Sarbanes. No. 
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The Chairman. If any of the witnesses have any statements that 
the would like to make to the Committee, we would be very pleased 
to receive them. 

[No response.] r 

Mr. Giuffra. 

Mr. Giuffra. Thank you, Mr. Chairman. 

Good morning, panel. 

Mr. Stephens, I would like to begin with you. You are a former 
U.S. Attorney for the District of Columbia, correct? 

SWORN TESTIMONY OF JAY B. STEPHENS L 

PILLSBURY MADISON & SUTRO 


Mr. Stephens. Correct. 

Mr. Giuffra. You were a member of the Watergate Special Pros- 
ecution Team? 

Mr. Stephens. Correct. 

Mr. Giuffra. You were a former Assistant U.S. Attorney for 5 
years, I believe? 

Mr. Stephens. Approximately. 

Mr. Giuffra. You were a Senior Member of the Justice Depart- 
ment for another 5 years? 

Mr. Stephens. Correct. 

Mr. Giuffra. And you are now a partner at the Pillsbury Wash- 
ington office? 

Mr. Stephens. Correct. 

Mr. Giuffra. Now in February 1994, the Pillsbury firm was re- 
tained by the Resolution Trust Corporation to investigate whether 
the RTC could bring a civil cause of action in connection with the 
failure of Madison Guaranty, is that right? 

Mr. Stephens. That’s correct. 

Mr. Giuffra. Madison Guaranty was the S&L which was run by 
a man named James McDougal? 

Mr. Stephens. That’s correct. 

Mr. Giuffra. Mr. Patterson, you are the head of the litigation 
department at Pillsbury? 
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SWORN TESTIMONY OF CHARLES E. PATTERSON 
PILLSBURY MADISON & SUTRO 


c: 


Mr. Patterson. Yes. 

Mr. Giuffra. And you are based in Los Angeles? 

Mr. Patterson. Yes. 

Mr. Giuffra. You were the partner in charge for Pillsbury of this 
Madison/RTC matter? 

Mr. Patterson. I was. 

Mr. Giuffra. And am I correct that the cost to the RTC of the 
investigation your firm conducted, including fees of outside consult- 
ants and disbursements, was just under $4 million? 

Mr. Patterson. I believe that’s correct. 

Mr. Giuffra. Pillsbury prepared a number of lengthy reports for 
the RTC? 

Mr. Patterson. We did. It was one report broken up into several 
sub-reports. 

Mr. Giuffra. Two reports dealt with the Rose Law Firm? 

Mr. Patterson. Correct. 
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Mr. Giuffra. Another two reports dealt with Whitewater Devel- 
opment Corporation? 

Mr. Patterson. Yes. 

Mr. Giuffra. Mr. Ericson, you are a partner in Pillsbur/s San 
Francisco office? 

SWORN TESTIMONY OF BRUCE A. ERICSON 
PELLSBURY MADISON & SUTRO 

Mr. Ericson. That's right. 

Mr. Giuffra. You were the principal author of both of the Rose 
Law Firm Reports? 

Mr. Ericson. Yes. 

Mr. Giuffra. You were the principal author of both of the White- 
water Reports? 

Mr. Ericson. Yes. 

Mr. Giuffra. Mr. Stephens, you are aware of substantial public 
attention, particularly in the media, linking the authorship of these 
reports to you? 

Mr. Stephens. Correct. 

Mr. Giuffra. Last night I looked on the computer and found 429 
stories associating the reports with you. Would you be surprised to 
learn that? 

Mr. Stephens. I haven’t looked. I don’t know. 

Mr. Giuffra. These are not Jay Stephens’ Reports, am I right? 

Mr. Stephens. That’s correct; I did not write these reports. 

Mr. Giuffra. You did not draft the reports? 

Mr. Stephens. I did not draft the reports. 

Mr. Giuffra. You were not the managing partner on this project; 
is that correct? 

Mr. Stephens. That is correct; Mr. Patterson was. 

Mr. Giuffra. You were not the billing partner on this project? 

Mr. Stephens. Mr. Ericson was the billing partner. 

Mr. Giuffra. You did not review or comment upon any of the 
Rose Law Firm Reports prepared by your firm? 

Mr. Stephens. That is correct. 

Mr. Giuffra. And you cannot agree or disagree with any of the 
conclusions or statements contained in those reports? 

Mr. Stephens. I have no basis to agree or disagree with the con- 
clusions of those reports. 

Mr. Giuffra. With regard to the final Whitewater Report, which 
was issued in December 1995, you did not review that report? 

Mr. Stephens. That’s correct; I did not review that report. 

Mr. Giuffra. And you are not in a position to agree or disagree 
with any of the statements contained therein? 

Mr. Stephens. That’s correct. 

Mr. Giuffra. Did you conduct any depositions in connection with 
Finsbury’s investigation for the RTC into the failure of Madison? 

Mr. Stephens. No, I did not. 

Mr. Giuffra. Did you conduct any witness interviews? 

Mr. Stephens. I had one contact with a potential witness related 
to a petition we were filing to seek access to Grand Jury material 
which was in the possession of the FBI and the then-Special Coun- 
sel. I contacted that witness to obtain supporting factual predicate 
for that petition. 
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Mr. GlUFFRA. But statements such as “A prominent Republican, 
former U.S. Attorney, Jay Stephens headed the inquiry,” those are 
incorrect? 

Mr. STEPHENS. That's correct; they are incorrect. 

Mr. Giuffra. Now after 

Mr. Stephens. Mr. Patterson headed the inquiry. 

Mr. Giuffra. Excuse me, sir? 

Mr. STEPHENS. Mr. Patterson headed the inquiry. 

Mr. Giuffra. Now after public statements identified you as the 
author of these reports, did you discuss with your partners the 
need to correct the record? 

Mr. Stephens. On one or two occasions, I believe I raised, most 
likely with Mr. Ericson, some concern I had that the factual record 
was not clear, or that I felt it was inappropriate, that somehow or 
other either I was getting the credit or the blame for the reports, 
since I hadn’t written the reports. I also raised the matter with a 
couple other partners in our firm, including a member of our execu- 
tive committee. 

Mr. Giuffra. What were you told in response to your request 
that you would like to correct the record? 

Mr. Stephens. I think as a general matter the sense I got was 
that the client did not want us to get involved in making public 
statements about the firm’s involvement. 

Mr. Giuffra. The client would be the RTC? 

Mr. Stephens. Correct. From the beginning, our firm’s position 
had been that this was a report or these were reports of the firm, 
not of any individual; that the firm had been retained, not any 
particular individual; and that likely over a period of time, press 
interest would dissipate and the reports would stand on their own. 

Mr. Giuffra. I would like to direct your attention back to the be- 
ginning of the retention of the Pillsbury firm by the RTC. That was 
in February and March of 1994? 

Mr. Stephens. February 1994. 

Mr. Giuffra. Now in that initial period in February 1994, who 
at the Pillsbury firm did the work at the partner level, as far as 
you could tell? 

Mr. Stephens. The most immediate contact was with Mr. Eric- 
son and myself who I think were most intimately involved during 
February 1994. It may have been that Mr. Patterson was involved. 
I believe I had very little, if any, contact with Mr. Patterson during 
that first month. 

Mr. Giuffra. Would you have been the Pillsbury lawyer who at- 
tended the initial meeting with the RTC about the engagement? 

Mr. STEPHENS. When we obtained notice or authority that we 
had been retained — that initially was done orally I believe — I was 
advised that I should meet with I believe it was Mr. Gabrellian 
from the RTC to begin this process. That would have been the sec- 
ond week of February, probably a Tuesday; I think it was the 8th. 

Mr. Giuffra. February 8th? I believe that’s when it was. 

Mr, Stephens. There initially was some concern because the 
statute of limitations with respect to any potential claims against 
Madison was due to expire I believe on the 29th of February of that 
same year. So there was some concern about an urgency to apply 
resources, evaluate potential claims, and begin the process. 
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I was on-site in Washington, and I initiated the meeting, or we 
scheduled the meeting; Mr. Gabrellian and I scheduled a meeting 
for I guess it was the 8th of February. 

Mr. GlUFFRA. In fact, hadn’t Mr. Gabrellian, prior to this initial 
meeting, contacted you about possibly having Pillsbury get involved 
in this engagement for the RTC? 

Mr. Stephens. I had received a call from Mr. Gabrellian. I don’t 
remember today whether it was a live telephone call or whether it 
was an extended voice mail message, but Mr. Gabrellian had called 
and indicated that they were interested in retaining the Pillsbury 
firm. He was seeking certain information regarding potential staff- 
ing, potential capacity to deal with the investigation, and asked for 
a call back. 

Either subsequently to that call, or shortly before that call from 
Mr. Gabrellian, I had also received a call from Mr. Ericson essen- 
tially discussing the same general matter. 

Mr. GlUFFRA. Now at the outset of this engagement, did you 
understand that the RTC wanted someone with your prosecutorial 
experience to be involved in this engagement? 

Mr. Stephens. Well, I am not sure what the RTC wanted. The 
sense I had, and I think the sense perhaps Mr. Patterson and Mr. 
Ericson had — but they can speak for themselves and the RTC can 
speak for itself — was this was an investigative issue; there were is- 
sues relating to a potential liaison and coordination with on-going 
criminal investigations with respect to Madison; and it would be 
helpful to have someone who had a substantial amount of investi- 
gative experience, and particularly someone who had a substantial 
amount of criminal investigative experience, to be part of the team 
in this investigation. 

Mr. Giuffra. There was also an interest in having someone who 
was located in Washington, DC involved in the matter? 

Mr. Stephens. That is correct. I think one of the interests the 
RTC had in retaining our firm was not only our prior work for the 
RTC but also the fact that we had a Washington office. The agency 
obviously was located here; a substantial amount of the documents 
were located here; and it seemed apparent that there would be a 
lot of back and forth with respect to a Washington base for the con- 
duct of this investigation. 

Mr. Giuffra. During February, did you attend meetings with the 
personnel at the RTC on a regular basis? 

Mr. Stephens. Yes. 

Mr. Giuffra. Are you aware of any meetings that were held be- 
tween the RTC and Pillsbury during February and March of 1994, 
at which you were not an attendee? 

Mr. Stephens. During February and? 

Mr. Giuffra. February and March 1994? 

Mr. Stephens. I am not aware of any specific meetings. I would 
have attended most of those meetings. There may have been occa- 
sions when Mr. Ericson was back, where he would have met with 
Mr. Gabrellian on a particular problem, or perhaps Mr. Arbit or 
Mr. Igo or some other staff member from the RTC. But as a gen- 
eral rule, I was having some regular contact with the legal staff of 
the RTC, along with Mr. Ericson. 
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Mr. Giuffra. I would like to put up on the Elmo, a case plan and 
budget that was prepared by Pillsbury. If we could just turn to the 
second page of that document, which is a memorandum? 

Mr. Stephens. Do we have those documents? 

Mr. GlUFFRA. You should have those in your packet. The memo 
is dated February 16, 1994. If you could just turn to the second 
page. What was the purpose of this case plan and budget, as far 
as you know, Mr. Stephens? 

Mr. Stephens. The RTC required a case plan and budget before 
undertaking a retention of outside counsel. This was a general pre- 
liminary overview of how this matter might be staffed and the 
general scope of the engagement as we understood it from a very 
preliminary point of view. 

Mr. Giuffra. This memorandum was from Mr. Patterson, your- 
self, and Mr. Ericson? 

Mr. Stephens. That’s correct. 

Mr. Giuffra. Was it your understanding, at the outset of the en- 
gagement, that you, Mr. Patterson, and Mr. Ericson would be the 
three partners at the Pillsbury firm who would handle this matter 
for the RTC? 

Mr. Stephens. It was my understanding we would be three of 
the partners who would be involved in the matter. I think if you 
look at the case plan, there’s one or two other partners I believe 
whose names are mentioned. I think the sense was there would be 
three partners who were relatively involved in the 

Mr. Giuffra. Principally involved. 

Mr. Stephens. Principally involved, but we would need other re- 


sources perhaps to staff various parts of the investigation 

Mr. Giuffra. Now if I could just turn your attention to page 5 
of the case plan, and it indicates, for example, that you would be 
on the PM&S team responsible for looking at the effect of bank- 
ruptcy discharges. 

Mr. Stephens. That’s what it says. 

Mr. GlUFFRA. Also liaison with other investigations? 

Mr. Stephens. Correct. 

Mr. Giuffra. You would also be involved — and I think this is an 
important area — in depositions with regard to personnel who might 
be targets of your investigation. 

Mr. Stephens. Yes, that’s what it indicates. 

Mr. Giuffra. Would that be consistent with your background as 
a former prosecutor? 

Mr. Stephens. Yes. 

Mr. Giuffra. The RTC wanted the fact that Pillsbury had been 
engaged to remain confidential, right? 

Mr. Stephens. Yes. 

Mr. Giuffra. The firm did not put out a press release? 

Mr. Stephens. That’s correct. 

Mr. Giuffra. I would like to direct your attention to the third 
week of March 1994. Do you recall press accounts, sir, concerning 
the retention of Pillsbury, and in particular you, with regard to this 
matter for the RTC? 

Mr. Stephens. Yes. 

Mr. Giuffra. Am I correct that, among other things, those press 
accounts discuss the fact that on February 25th, George Stephan- 
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opoulos, who was a senior White House official at that time, had 
a conversation with someone by the name of Josh Steiner who was 
the Chief of Staff of the Treasury Department about the fact that 
Mr. Stephanopoulos was angry that the RTC had hired you to con- 
duct this Madison investigation? 

Mr. Stephens. I believe that's correct. 

Mr. GlUFFRA. If we could put up a document which is familiar 
to Members of the Committee from the 1994 summer hearings, this 
is the diary of Mr. Steiner, the Chairmen referred to at the outset 
of this engagement, and I would like to turn everyone’s attention 
to the second page of the diary entry that we have before us. I’ll 
just read the passage which is marked in yellow: 

Harold and George then called to say that BC was furious. 

Harold presumably being Harold Ickes and George being George 
Stephanopoulos. 

They also asked how Jay Stephens, the former USA, had been hired to be outside 
counsel on this case. Simply outrageous that RTC had hired him, but even more 
amazing when George then suggested to me that we needed to find a way to get 
rid of him. Persuaded George that firing him [presumably Mr. Stephens] would be 
incredibly stupid and improper. 

Do you recall seeing that diary entry at the time that it was pub- 
licized in the news accounts? 

Mr. Stephens. I may have. I don’t know if I have seen it in full 
text. I have seen references to it. 

Mr. GlUFFRA. Now the news accounts were approximately in the 
third week of March? 

Mr. Stephens. I believe so. 

Mr. GlUFFRA. They were, I think you testified at your deposition, 
the press had staked out your house on a weekend? 

Mr. Stephens. Correct. 

Mr. GlUFFRA. So there 1 was a lot of publicity surrounding the fact 
that you had been retained. Prior to these press accounts, you were 
meeting with the client on a regular basis, right? 

Mr. Stephens. I think that’s fair to say. With regard to the work 
we were doing, Mr. Ericson and I, when Mr. Ericson was back in 
Washington, would meet with them. We would probably meet or 
talk on a regular basis because there was, as I indicated earlier, 
some urgency, particularly during February, because of the statute 
problem. There was a lot of contact to try and get up to speed and 
identify areas where we needed to focus our investigation and iden- 
tify what documents we needed to collect in order to pursue that 
investigation. I think that followed through at least into the early 
part of March. 

Mr. GlUFFRA. You were also receiving internal memoranda that 
were being prepared by your firm with regard to the engagement? 

Mr. Stephens. Yes, I was copied on most of those memorandum. 

Mr. GlUFFRA. And correspondence with the client? 

Mr. Stephens. I believe I was copied on that, yes. To the extent 
there was some — for example, the memo you cited earlier. 

Mr. Giuffra. After those press accounts in the third week of 
March 1994, am I correct that your role in this matter deteriorated 
sharply? 

Mr. Stephens. I think if looking at 

Mr. Giuffra. Diminished. Excuse me. 
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Mr. Stephens. Looking at the overall relationship to the engage- 
ment, probably half or more than half of my work on this engage- 
ment was done in February and March of 1994. Subsequent to 
that, it diminished substantially, and probably by the summer of 
1994, I was virtually disengaged from the matter. 

Mr. GlUFFRA. You were no longer routinely sent drafts of the doc- 
uments? 

Mr. Stephens. I can’t be sure about that. I don’t know how many 
drafts were prepared and what I may or may not have received. 
Early on I would have received drafts. We had a number of meet- 
ings but my sense is that subsequent perhaps to the summer of 
1994, I probably did not get copied on a lot of the analyses that 
were being done. 

Mr. Giuffra. If we could put up on the Elmo a document that t 
the Committee has prepared from billing records that we obtained 
from the RTC. This document reflects the hourly billings. On the 
left hand, it says hours, and on a monthly basis, it goes across. J 

Mr. Stephens, this is a document prepared by the Committee “( 
from documents we obtained from the RTC. Mr. Stephens, you are S( 
denoted in this chart in red. Am I correct that during 1995, you sc 
billed no time on this matter? f 

Mr. Stephens. 1995? 

Mr. Giuffra. Yes. M 

Mr. Stephens. I believe I may have billed 3 hours. he 

Mr. Giuffra. In January? Ki 

Mr. Stephens. In January 1995, maybe it was 3V2, something ah 
like that. It would have been the first couple days of January. it! 

Mr. Giuffra. From then until the Rose Report was issued in late T 
February 1996, you billed no time on this matter? 

Mr. Stephens. That’s correct. n 

Mr. Giuffra. Your time, as we can see from the red chart while 
you were billing, approximately 70 hours in February and over 50 
hours in March, it declines then going forward. Do you see that? ^ 
Mr. Stephens. I do. 

Mr. Giuffra. And that’s consistent with your recollection of the ~ 
amount of work that you did? ^ 

Mr. Stephens. Yes. After February and March, I had two or * 
three discrete areas that I was asked to participate in; but particu- 
larly after the summer, as you can see, that participation became 
very minimal. 

Mr. Giuffra. The work, according to this chart, was being done , 
primarily by Mr. Ericson and Mr. Patterson for the remainder of 
the engagement? * 

Mr. Stephens. There were a lot of other individuals involved as 
well from the Pillsbury firm. I think Mr. Ericson was carrying a a 
lot of the daily load, and Mr. Patterson was carrying a lot of the g 
daily load, but there were a number of other attorneys from the 
firm that worked on this as well. t 

Mr. Giuffra. Did there come a time in November 1994, when ji 
you received a draft of the preliminary report to the RTC which t 
was entitled, “Madison Guaranty Savings & Loan Association and 
Whitewater Development Company”? 
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Mr. Stephens. I received a copy of a preliminary report in the 
Whitewater matter. I presume it’s the same one you’re referencing. 
I don’t know for sure. 

Mr. GlUFFRA. This report concerned primarily Whitewater and 
its relationship to Madison Guaranty? 

Mr. Stephens. If I remember correctly, that’s right. 

Mr. Giuffra. You spent approximately 10 to 12 hours reviewing 
this report? 

Mr. Stephens. Yes. If I remember it correctly, Mr. Ericson, who 
had drafted the report, sent me a copy and asked me to take a look 
at this; let me know if you have any thoughts; what do you think. 

I was not formally copied on it, if I remember correctly, but he 
sent me a copy to ask for my thoughts. I read through the report, 
which took approximately, I guess, 10 hours or thereabouts, and 
then provided some comments to Mr. Ericson. 

Mr. GlUFFRA. The time entries the Committee has received indi- 
cate that on November 7th and November 9th, you and Mr. Ericson 
had two meetings. Mr. Ericson’s November 9th time entry reads: 
“Conference Stephens on presentation to Kulka [the General Coun- 
sel of the RTC], ways to improve interim report. ...” Does that 
sound consistent with what the meetings were about that you had 
with Mr. Ericson? 

Mr. Stephens. That does, but I don’t have a specific recollection. 
My memory was Mr. Ericson was going to make a presentation; or 
he had come back to Washington to make a presentation to Ms. 
Kulka, and he either stopped in and we chatted for a little while 
about what he was going to do or how he was going to do it; or 
it may be that either at that time, or when he came back from that 
meeting, we talked a little bit about the preliminary report. 

Mr. GlUFFRA. Your meeting with Mr. Ericson was approximately 
an hour? 

Mr. Stephens. I would estimate approximately an hour. 

Mr. Giuffra. Did you give Mr. Ericson some comments on the 
draft that you had received of the Whitewater Report? 

Mr. Stephens. I think I provided him some general views. As I 
indicated, he provided it to me to give him some thoughts, and I 
provided some general thoughts to him. 

Mr. Giuffra. What general comments on the draft Whitewater 
Report did you provide to Mr. Ericson? 

Mr. Stephens. I remember one went to style. Mr. Ericson’s very 
dry sense of humor was reflected in the report. I suggested that 
while it was interesting, perhaps from an official report point of 
view, he might want to tone the humor down. 

Mr. GlUFFRA. Did you give Mr. Ericson some more substantive 
comments? 

Mr. Stephens. I think I indicated two or three other general 
areas that I might have suggested that the report didn’t necessarily 
address. 

One I think was a general area. The report didn’t necessarily re- 
flect the totality of the issues that were related to Madison because 
* it was looking at Whitewater in isolation, rather than looking at 
the mosaic of real estate transactions that Madison was involved 
in and how Whitewater might tie into or relate to that. That was 
a general issue. I think Mr. Ericson recognized this was a report 
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on Whitewater, but my general comment or concern was that it not 
be taken out of context — this was only a piece or part of a mosaic, 
and perhaps it would be helpful to put it into that context. 

Mr. Giuffra. Did you have a sense, from looking at the investi- 
gation early on, that Pillsbury should look at the pattern of activity 
surrounding and emanating out of Whitewater, out of Madison, and 
various McDougal entities? 

Mr. Stephens. I think that was an area that we considered in 
examining how we should go about conducting this investigation. 
What was the most efficient way to do it; and then, obviously, what 
was the best way to do it in terms of developing legal theories. 

From the inception, it appeared there were a number of real es- 
tate transactions that Madison was tied into, or Mr. McDougal in 
particular. Madison had financed a number of real estate transac- 
tions or helped develop a number of real estate transactions 
through subsidiaries or related companies. 

So the question was, do you look at each one of these transac- 
tions separately and individually as a potential claim where there 
may be negligence — of course the standard was much higher now 
with the extender statute, intentional conduct or fraud — or do you 
try to collect all of them, analyze all of them as part of a pattern 
of activity, and determine whether or not you could establish a pat- 
tern of fraud by using the bank essentially as a source of capital 
or as a mechanism to develop investments in a variety of real es- 
tate transactions. 

Mr. Giuffra. So if you looked at one transaction in isolation, you 
might not find a claim, but if you looked at it as part of a mosaic, 
you might have a claim that the RTC could pursue against persons 
associated with some of these transactions? 

Mr. Stephens. Either that, or the claim in any particular trans- 
action may not rise to the magnitude that you would want to file 
a claim on that one standing alone; but as part of a pattern, you 
may say, well, this does rise to the magnitude to justify filing a 
claim. If, in fact, the facts bore that out. Obviously, that was what 
part of the investigation was to determine. 

Mr. Giuffra. Did you talk to Mr. Ericson about the discussion 
of the Whitewater transaction contained in the draft report? 

Mr. Stephens. I believe I made some general comment that, in 
reading through the report, it either did not highlight or did not 
focus on the potential liability that might arise from a difference 
of equity participation by the partners in the Whitewater venture. 
That is, at the outset, the partners may have contributed an equal 
sum of money, but then over time and the development of the 
Whitewater venture, one of the partners continued to add capital; 
the other partners didn’t. 

Mr. Giuffra. That would be that Mr. McDougal continued to add 
capital while the Clintons did not? Was that your recollection? 

Mr. STEPHENS. That is correct. And in doing that, the partners 
still appeared to maintain the same general equitable interest, or 
legal interest, in the partnership; as a consequence, one partner 
was benefiting substantially by the financial contributions of the 
other; this may have really raised a question about liability. 
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Mr. Giuffra. That did not appear to you to be a normal trans- 
action where one partner, in a fifty-fifty partnership, put in sub- 
stantially more than the other partner? 

Mr. Stephens. Well, normal is a relative term. It probably at 
least raised enough questions to suggest that it would merit some 
scrutiny. 

Mr. Giuffra. Did you mention to Mr. Ericson that you thought 
the report was too narrowly focused on an accounting analysis of 
documents and did not rely sufficiently on witness interviews? 

Mr. Stephens. My memory was, or is, that I made some refer- 
ence to the fact that I thought the report was essentially an ac- 
counting analysis; that it didn’t reflect what witnesses would say 
about these transactions; and that obviously witnesses might have 
some added perspective or input in terms of trying to understand 
those transactions. I think at that time, if I remember correctly, 
the witnesses had not yet been interviewed, or potential witnesses 
had not yet been interviewed. 

Mr. Giuffra. From your work on this matter in February and 
March of 1994, did you have a sense that the RTC was closely mon- 
itoring the work of the Pillsbury firm? 

Mr. Stephens. I can only really speak to my own activity. I 
would say they were relatively hands-on as a client. 

Mr. Giuffra. For example, did they indicate to you, don’t make 
a phone call until you check with them? 

Mr. Stephens. There were a number of times, for example — I’m 
just thinking of the 6(e) petition for access to Grand Jury mate- 
rial — where we would sketch out a course of conduct, and then the 
pattern would be: Should I go ahead and call now; don’t call them 
yet; we’ll give you a call and let you know if you should call; it is 
OK to call; so I would call; let us know what he says; and I would 
call back and tell them what was said; OK, now proceed to the next 
step. So it was, I would say from my general experience 

Mr. Giuffra. It was closely controlled. 

Mr. Stephens. — it was pretty hands-on. 

Mr. Giuffra. Did you have an understanding at the outset of the 
engagement that Pillsbury would be the outside counsel to the 
RTC? 

Mr. Stephens. Yes. That was my understanding. The RTC tradi- 
tionally hired outside counsel to conduct investigations of failed 
savings and loans. 

Mr. Giuffra. And the RTC wanted the Pillsbury firm to provide 
guidance to the agency, correct? 

Mr. Stephens. Well, I think they also needed resources, legal re- 
sources, obviously to conduct that investigation. While they had 
their own legal staff, they needed additional resources to do this, 
in part because of the timeframe that was involved because of the 
potential statute of limitations problem, and in part because of the 
magnitude of the investigation. They needed outside counsel essen- 
tially to handle that matter for them. But they obviously were the 
client and it was their responsibility. 

Mr. Giuffra. They would make the final decision about whether 
to bring a suit or not? 

Mr. Stephens. They had the responsibility and the authority to 
do that. Outside counsel does not have that authority. 
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Mr. Giuffra. Pillsbury, at least as you understood at the outset, 
was not being retained as an independent counsel to the RTC? 

Mr. Stephens. That may be a matter of semantics. My sense was vc 
we were outside counsel. We obviously weren’t independent counsel hi 
in the sense that we were a public agency, an independent counsel to 
or a special counsel or a special public body. We were operating in 
a private sector context. We were retained by an agency to assist w 
them in their investigation. They had the authority and respon- fr 
sibility to make those decisions. 

The Chairman. I am going to ask, Mr. Stephens, with the indul- 
gence of Senator Sarbanes, that Mr. Giuffra, because the little red a 
light is on, be permitted to ask you one more question, so that we 
can keep some continuity, and then come over to the Minority side. 

Go ahead. cs 

Mr. Giuffra. At the outset of the engagement, did you have the 
sense, sir, that RTC officials were feeling a substantial amount of 111 
political pressure with regard to how they were conducting their Df 
activities regarding Whitewater and Madison? 

Mr. Stephens. I think the RTC was feeling some pressure. They r 
had looked at a number of these transactions before. They had, I 
think, in many cases concluded they didn’t necessarily merit civil * 
action. Because of the press attention, the Congressional attention, 
and the Congressional scrutiny, I think they recognized that these 
transactions needed to be re-evaluated in a more comprehensive 
way. So they were generally feeling some pressure to undertake a 
subsequent examination of these transactions. 

The Chairman. Thank you. a 

Senator Sarbanes. J 

Senator Sarbanes. I yield to Mr. Ben-Veniste. r 

Mr. Ben-Veniste. Mr. Patterson and Mr. Ericson, I think anyone 
present here would note that very few questions have been directed r 
to you. You were the lawyers in charge of this representation for * 
the RTC. Is that correct, Mr. Patterson? 

Mr. Patterson. Yes, sir. rf 

Mr. Ben-Veniste. Mr. Patterson, would you start by explaining 
the nature of your practice and the size and the scope of Pillsbury 
Madison & Sutro’s law practice? 5 

Mr. Patterson. At the time of this engagement, in the beginning v 
of 1994, I believe the firm was approximately 600 to 650 lawyers. £ 
We were what was called a full-service law firm. Approximately 
half of those lawyers were engaged in litigation or trial work. My 
personal experience had been in 1994, as a trial lawyer, since my 
graduation in 1966 from law school. 

Mr. Ben-Veniste. So you had been in practice for more than 25 
years at the time of this retention of Pillsbury Madison & Sutro? \ 
Mr. Patterson. Yes, I had. 2 

Mr. Ben-Veniste. Was it your understanding that the RTC was 
looking for a large, full-service firm which could devote its energies t 
and resources to providing a comprehensive and reliable investiga- j 
tion of the issues and make recommendations to the RTC? j 

Mr. Patterson. That’s one of the things that they wanted, yes. \ 
Mr. Ben-Veniste. Did you have personal experience in banking , 
litigation in representing the RTC or its predecessor the FDIC? t 
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Mr. Patterson. Personally I had been involved, together with 
Bruce, in a case entitled RTC v. Dean, which was a case that in- 
volved the Governor of Arizona in a failed thrift. Bruce, before that, 
had been involved in Lincoln Savings. I had been involved in other 
banking matters. 

Mr. Ben-Veniste. The Dean and Lincoln Savings cases were two 
very substantial and well known cases brought regarding bank 
fraud. Is that fair to say? 

Mr. Patterson. Yes, it is. 

Mr. BEN-VENISTE. Both of those cases required very substantial 
allocation of resources? 

Mr. Patterson. That’s correct. 

Mr. Ben-Veniste. And both of those cases involved certain politi- 
cal elements, it’s fair to say, is it not? 

Mr. Patterson. They were considered by the RTC to be sensitive 
matters in which they wanted discretion on the part of the attor- 
neys that they hired. 

Mr. Ben-Veniste. Indeed, is it not fair to say, that your success- 
ful representation of the RTC and the FDIC in connection with 
those matters was clearly the motivating factor in the selection of 
your firm for this assignment? 

Mr. Patterson. That is correct. 

Mr. Ben-Veniste. Mr. Ericson, would you agree with that? 

Mr. Ericson. Yes. 

Mr. Ben-Veniste. Mr. Stephens, do you disagree with that? 

Mr. Stephens. Both of them are very experienced and talented, 
and had worked previously for the RTC. 

Mr. Ben-Veniste. Mr. Ericson, you had very substantial prior 
hands-on experience in litigating matters for both the RTC and the 
FDIC, is that correct? 

Mr. Ericson. Yes, with one correction. I hadn’t done work for the 
FDIC. I have done work for the FSLIC, the Bank Board, and the 
OTS dating back to around 1986. 

Mr. Ben-Veniste. These are all acronyms relating to banking- 
related litigation? 

Mr. Ericson. Yes. 

Mr. Ben-Veniste. So, Mr. Stephens, you had never tried a bank 
fraud case in connection with either representation of the FDIC, 
the RTC, the OTS, the FSLIC, the FHLBB, or any of these other 
agencies relating to the Federal Government. Is that right? 

Mr. STEPHENS. A civil bank fraud case? 

Mr. Ben-Veniste. Pardon me? 

Mr. Stephens. Civil, criminal, both? 

Mr. Ben-Veniste. Right. 

Mr. Stephens. I had not tried personally a bank fraud case. I 
had done a number of bank fraud, or participated in or supervised, 
a number of bank fraud investigations. 

Mr. Ben-Veniste. The fraud matters that you had handled as an 
Assistant U.S. Attorney were they in the neighborhood of $40,000, 
$60,000, $80,000 frauds? 

Mr. Stephens. The fraud cases I was involved in as an Assistant 
were not significant; as U.S. Attorney and at the Department of 
Justice, there were a number of substantial bank fraud investiga- 
tions, including the BCCI case. 
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Mr. Ben-Veniste. Did you try that case? 

Mr. Stephens. I did not try the case. The case did not go to trial. 

Mr. Ben-Veniste. The only manner in which you represented the 
RTC, prior to the assignment in this case, you did not try the case, 
is that correct? 

Mr. Stephens. That’s correct. 

Mr. Ben-Veniste. In that case you lost a summary judgment mo- 
tion which meant the case was over? 

Mr. Stephens. That was a case that Mr. Ericson and I were both 
involved in. He was the billing partner in that case as well. 

Mr. Ben-Veniste. And so that was your only prior experience in 
private practice? 

Mr. Stephens. In the bank fraud area, correct. I had additional 
experience in private practice. 

Mr. Ben-Veniste. Now, you had just recently joined the firm of 
Pillsbury Madison & Sutro prior to this representation that the 
firm obtained from the RTC, isn’t that so? 

Mr. Stephens. That’s correct. 

Mr. Ben-Veniste. When did you joined the firm, in November or 
December? 

Mr. Stephens. December. 

Mr. Ben-Veniste. In December, and the case came in February. 

Mr. Patterson, in connection with the staffing decisions were you 
responsible for those decisions along with Mr. Ericson? 

Mr. Patterson. Yes, I was. 

Mr. Ben-Veniste. Let me ask the bottom line question because 
there’s been some dancing around this. The notion put forth here 
by the import of the questions is that in some way, your conclu- 
sions were the result of some untoward pressure from some outside 
force, be it the RTC, or anyone else. Can you categorically answer 
that, as we get started here in reviewing what your conclusions 
were and the basis for them? 

Mr. Patterson. Yes. Our conclusions, as reached in our reports, 
were not influenced in any untoward way by any outside source. 

Mr. Ben-Veniste. Did anyone tell you what your conclusions had 
to be? 

Mr. Patterson. No, sir. 

Mr. Ben-Veniste. Did anyone review your preliminary conclu- 
sions and say that they need to be altered? 

Mr. Patterson. No, sir. 

Mr. Ben-Veniste. Did you consider that the almost $4 million 
that was expended on this project really represented unfinished 
business, an incomplete report, or conclusions based on inadequate 
investigation? 

Mr. Patterson. No, sir, I do not. I believe we did a complete re- 
port with respect to what we were asked to do by the client. 

Mr. Ben-Veniste. Mr. Ericson, do you have any comment? 

Mr. Ericson. No. I agree with everything that Mr. Patterson 
said. The one thing I would note is that the almost $4 million fig- 
ure is slightly inaccurate. It’s closer to $3 million. 

Mr. Ben-Veniste. It includes work done by outside consultants 
and other firms, does it not, when we get up to almost four. I think 
$3.8 million is the figure we had. 
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Mr. ERICSON. I have not seen that figure. The figure I am aware 
of is between $3.1 and $3.2 million and that figure includes outside 
consultants. 

Mr. Ben-Veniste. Mr. Patterson, did anyone tell you to take Mr. 
Stephens off the case? 

Mr. Patterson. No. 

Mr. Ben-Veniste. Mr. Ericson. 

Mr. Ericson. No. 

Mr. Ben-Veniste. Well, how would you have reacted to such a 
suggestion? 

Mr. Patterson. I would have reacted to the — well, I know how 
I would have reacted to the suggestion. I would have said no, that 
staffing of this matter is up to us and that is our determination. 

Mr. Ben-Veniste. It is correct that given Mr. Stephens’ public 
statements when he left the position of U.S. Attorney, that it might 
be anticipated that his involvement would occasion some comment 
in the press. Were you prepared for that, Mr. Patterson? 

Mr. PATTERSON. I don’t think we understood, living in California, 
how quickly the press would take the slant that this was the Jay 
Stephens’ investigation. Our practice in RTC v. Dean had been not 
to talk to the press, and not to make any statement about our rep- 
resentation or who was doing it, or anything of that nature. We 
continued that in this case. The client expected discretion and we 
determined to proceed that way. 

Mr. Ben-Veniste. Well, perhaps the magnitude of the reaction 
was surprising to you, but you knew, I take it, from decisions made 
in hiring Mr. Stephens that he had made some controversial state- 
ments upon his leaving the position of U.S. Attorney? 

Mr. Patterson. We understood that. That did not have anything 
to do with hiring Mr. Stephens one way or the other. 

Mr. Ben-Veniste. I understand that. Obviously, you did, in fact, 
hire Mr. Stephens. 

The statements that were made at the time of the revelation that 
Mr. Stephens was working on this project included statements that 
Mr. Stephens had expressed political ambition. Mr. Stephens, had 
you, in fact, indicated that you were open to consideration of run- 
ning for the U.S. Senate from the State of Virginia? 

Mr. STEPHENS. During the summer months of 1994, late spring 
and early summer, I considered whether or not I would be inter- 
ested in serving as a candidate for the U.S. Senate in Virginia. 
After thinking that through and exploring it briefly, my wife and 
I decided with a small family that we would be better served by 
being in the private sector, perhaps private practice. I had served 
a long time in public service and my interest was to focus on my 
family and spend some time in the private world. 

Mr. Ben-Veniste. With respect to your announced receptivity to 
entering the world of politics, had you not set up an exploratory 
committee for a run at the U.S. Senate from the State of Virginia? 

Mr. Stephens. I’m not sure it was an exploratory committee, but 
there was a little exploratory effort to take a look at that. 

Mr. Ben-Veniste. According to The Washington Times of Decem- 
ber 15, 1993, “Mr. Stephens has set up an exploratory committee 
and handed out pamphlets but he has not committed.” 
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Mr. Stephens. It is fair to say that I had a little pamphlet, as 
we were looking at this, to have some biographical information. I 
am just not sure technically whether there was an exploratory com- 
mittee actually set up or not, but I view that as sort of a technical 
point. The fact was I had taken a look at this, and people had 
asked me to take a look at this. I did some preliminary analysis 
of it, talked to a few people, and 

Mr. Ben-Veniste. OK, I do not think we need to go through all 
of that detail. 

Mr. Stephens. — I decided that this was not really the avenue 
that I wanted to pursue. 

Mr. Ben-Veniste. What I would like to explore is the fact that 
you were active in Republican politics, and, indeed, you held some 
position in local Republican politics as a county committeeman; is 
that correct? 

Mr. Stephens. I am a member of the Fairfax County Republican 
Committee. I am not sure exactly when I joined that, but there’s 
about 500 or 600 people that serve on that committee, so it’s hardly 
a small group of people. 

Mr. Ben-Veniste. In connection with your exploratory run for a 
nomination for the Senate from the State of Virginia, was Kenneth 
Starr also an individual who had expressed an interest in running 
for the same seat? 

Mr. Stephens. I think you’ll have to talk to Mr. Starr. 

Mr. Ben-Veniste. You don’t remember? 

Mr. Stephens. Well, my sense was there were rumors that he 
might have an interest as well, but I’m not sure how extensive that 
interest was. 

Mr. Ben-Veniste. Was he one of the people you talked to? 

Mr. Stephens. I probably talked to Mr. Starr at one point during 
the course of the summer. 

Mr. Ben-Veniste. In connection with the possibility of a run for 
the Senate seat? 

Mr. Stephens. Well, that was one area, yes. 

Mr. Ben-Veniste. And in the course of your representation of the 
RTC, did you have occasion to talk with Mr. Starr at any point? 

Mr. Stephens. I think on just one occasion. Shortly after his ap- 
pointment, I made a brief phone call to him in which I said either 
congratulations or commiseration, but good luck and do the best job 
you can. 

Mr. Ben-Veniste. Your responsibility, according to these billing 
records, was for liaison, to some extent, with the Office of the Inde- 
pendent Counsel. This 6(e) is not very mysterious. What 6(e) means 
is that there are materials in the possession of a prosecutor’s office 
which may or may not have been the subject of a Grand Jury sub- 
poena. And your job, in part, according to our review of your time 
records, seems to have focused in the early stages primarily on the 
question of obtaining records from the Office of the Independent 
Counsel. Is that fair to say? 

Mr. Stephens. One of the primary activities that I was involved 
in during the February to May period was the preparation of a pe- 
tition for access to Grand Jury records held by the Special Counsel 
and the FBI. 
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Mr. Ben-Veniste. Is it fair to say that after March 1994, that 
your involvement representing the RTC was relatively minimal. 

Mr. Stephens. I think that’s correct. 

Mr. Ben-Veniste. According to our records, you spent a total of 
339 hours and some fraction billed to the Madison investigation for 
the RTC. Do you take issue with that number? 

Mr. STEPHENS. You have the records, I don’t. 

Mr. Ben-Veniste. What was your hourly billing rate for civil liti- 
gation at that time when you joined the firm? 

Mr. Stephens. I think my billing rate was approximately $285 
an hour. 

Mr. Ben-Veniste. Mr. Patterson, is it correct that a negotiation 
was had with the RTC whereby reduction in the hourly billing 
rates was effected? 

Mr. Patterson. That’s correct. I think Bruce handled that. 

Mr. Ben-Veniste. Is that correct, Mr. Ericson? 

Mr. Ericson. Let me explain a little. We had a contract with the 
RTC, as does every firm that represents it, and that contract in- 
volved a discount off our normal rates. 

Mr. Ben-Veniste. So according to our records, Mr. Stephens was 
billed out at $200 an hour. Is that correct? 

Mr. Ericson. That was true for part of the engagement. Our con- 
tract expired in the normal course in October 1994, and we renego- 
tiated it, and we renegotiated for a higher rate thereafter. 

Mr. Ben-Veniste. I am using a conservative $200 figure in terms 
of Mr. Stephens’ involvement. I come to a number at $200 in dollar 
amounts of $67,940 that was billed and I presume paid by the RTC 
with respect to Mr. Stephens. If you subtract the months of Feb- 
ruary and March, after which, by Mr. Stephens’ account, he did 
minimal work for the RTC, you’re left with 293 hours at $200 an 
hour, again, a conservative estimate in view of the possible fluctua- 
tion in the rates, which comes to $58,650 by my arithmetic. 

Mr. Stephens. I’m not sure those calculations are correct. 

Mr. Ben-Veniste. Well, they may not be. 

Mr. Stephens. You indicated the total hours were? 

Mr. Ben-Veniste. 339.75. 

Mr. STEPHENS. If you subtract February and March, there was 
approximately I believe 135 or 140 hours in February and March? 

Mr. Ben-Veniste. 146 hours, which is 193, you are right. It only 
proves once again my arithmetic is wanting. 

Mr. Stephens. Approximately half of the time was spent in Feb- 
ruary and March; if the total was $67,000, about $30,000 was spent 
from April until December. 

Mr. Ben-Veniste. Well, maybe a little more, but April to Decem- 
ber, let’s even call it $30,000, OK. 

One of the things that you all looked at was Mrs. Clinton’s in- 
volvement in representing the Madison Guaranty Savings & Loan. 
There has been a challenge here to the notion that her 60 hours 
spent over 15 months, was not minimal. In fact, your conclusion 
was that clearly Mrs. Clinton’s involvement in representing Madi- 
son, when she was at the Rose Law Firm some 10 or 11 years ago, 
was relatively minimal. Is that correct, Mr. Ericson? 

Mr. Ericson. Well, I think I tried to stay away from adjectives. 
It was what it was. It was on the order of the magnitude you have 
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indicated, and that amount of time was spread out over roughly 15 
months. 

Mr. Ben-Veniste. The total amount of her billing, 60 hours at 
$100 an hour was $6,000, about a tenth of what Mr. Stephens’ 
billed out over a shorter period of time. I’m not taking issue with 
the question of relative minimality here, but I think we need to put 
into context what has been I think blown out of proportion in terms 
of Mrs. Clinton’s involvement in the representation of Madison 
Guaranty Savings & Loan, lo these 11 years ago. 

Mr. Patterson, is it fair to say that Mr. Stephens was not ignored 
or deliberately cut out of anything that he asked to be able to do 
in connection with this representation? 

Mr. Patterson. That’s correct. 

Mr. Ben-Veniste. Mr. Ericson, is that your view? 

Mr. ERICSON. I have no contrary view. I should add that staffing 
decisions were made by Mr. Patterson, not myself. 

Mr. Ben-Veniste. Mr. Stephens, was there some deposition that 
you expressed the interest in taking, or some matter that you ex- 
pressed a desire to become involved with that you were foreclosed 
from pursuing by your partners? 

Mr. Stephens. Mr. Patterson handled all the staffing decisions. 
I indicated I was ready, willing, and able to do whatever I needed 
to do to assist him. It was his choice as to whom he wanted to han- 
dle what aspects. I did not reach out specifically and demand that 
I do something. He was a senior partner of the firm, the Vice 
Chairman of the firm, head of the firm’s litigation, and obviously 
someone who was in charge of this engagement. 

Mr. Ben-Veniste. Mr. Stephens made the point that he thought 
it would be a good idea to explore the totality of the different loans 
that emanated from Madison Guaranty Savings & Loan, and not 
focus simply on the Whitewater transactions. Is that something you 
ignored doing, Mr. Patterson? 

Mr. Patterson. No, sir. In fact, one of the documents that we 
were shown this morning, the case plan, dated February 16, 1994, 
on the first page, paragraph (a) says that we are going to do ex- 
actly that. That we will be looking for RICO violations and for 
overall connection among all of the various real estate loans. So at 
that point in time, 1 week into our engagement, that was very defi- 
nitely our plan. 

Mr. Ben-Veniste. Indeed, according to what we have seen by 
way of your work product, you have made an exhaustive review of 
the transactions that emanated from Madison Guaranty Savings & 
Loan and have looked at the picture in its totality. Mr. Ericson, do 
you disagree with that? 

Mr. Ericson. No. As Mr. Patterson has indicated, from the out- 
set we thought it important to look for a pattern. 

Mr. Ben-Veniste. Mr. Stephens had said something about com- 
menting on the first draft Whitewater Report about the relative 
contributions to capital that were made between the Clintons and 
the McDougals. I take it what he meant was the contributions to 
the expenses as the investment matured over the years. But even 
taking that, he talked about contribution to a partnership. When 
did it stop being a partnership? 
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Mr. Ericson. Whitewater was a corporation in 1979 and there- 
after, so technically speaking, the Clintons and the McDougals 
were shareholders in the corporation, they were not partners in a 
partnership. 

Mr. Ben-Veniste. In connection with your mandate, you were 
looking at whether funds could be recovered through litigation or 
otherwise as a result of these transactions at Madison. Of course, 
you wanted to look at all of the transactions. Looking at the White- 
water aspect of this, at the very most, how much money could be 
said to have been lost by Madison Guaranty Savings & Loan as a 
result of anything to do with the Whitewater investment? 

Mr. Ericson. It will take me a moment to answer that as there 
are some complexities associated with that. That’s addressed in our 
Supplemental Report on Whitewater in which we make two points. 
Maybe it would be helpful if I could just turn to that for a moment. 
At page 7 of the Supplemental Report from December 1995, there 
is a chart at the top of the page that shows two things. It shows 
deposits into Whitewater and then it shows disbursements out of 
Madison Guaranty, and I think the numbers you’re seeking to get 
from me are indicated by that chart. 

Mr. Ben-Veniste. How much then would you say that in the 
most conservative analysis could have been lost as a result of a 
Whitewater investment? 

Mr. Ericson. Well, very little money was ever traced from Madi- 
son to Whitewater. We’re talking five figures at most. As we point 
out in the report, it might be possible to argue that losses to Madi- 
son were larger than that, and that’s the thrust of this chart we’re 
looking at. But there are a number of difficulties associated with 
such an argument. 

Mr. Ben-Veniste. I understand. 

Now with respect to Mr. Stephens’ point, in fact looking at the 
Whitewater transaction in such detail was really well beyond that 
which normally would have been requested if the only interest was 
pecuniary or financial or in getting money back. There was another 
element to doing an exhaustive investigation, was there not? 

Mr. Ericson. That’s true. 

Mr. Ben-Veniste. So because of the political side of this, the im- 
portance of looking at all of this very, very carefully was justified 
where financially it never would have been justified without such 
political interest. Is that fair to say? 

Mr. Ericson. The word “political” gives me a little trouble, as I 
understand our client’s desires. And I think as the former General 
Counsel, Ellen Kulka testified, the agency was concerned with its 
reputation. It felt it had to do a thorough job or it would be criti- 
cized here or elsewhere. 

Mr. Ben-Veniste. I will accept that. I used “political” maybe too 
broadly in that regard. But in terms of the dollars involved, quite 
clearly the amount that was expended to look at all of this dwarfed 
the amount of any reasonable recovery? 

Mr. Ericson. From Whitewater certainly. 

Mr. Ben-Veniste. Now from Madison Guaranty Savings & Loan 
itself, you are looking at an individual who had the primary re- 
sponsibility, according to your findings for anything untoward or ir- 
regular that occurred, and that was Mr. McDougal, correct? 
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Mr. Ericson. Yes. 

Mr. Ben-Veniste. Mr. McDougal, of course, had been prosecuted 
and acquitted once in connection with transactions associated with 
Madison and was impecunious certainly by the time he faced these 
other charges where counsel has been appointed to represent him 
rather than retained counsel. Is that fair to say? 

Mr. Ericson. That's right. He'd been discharged in bankruptcy. 
It was a no-asset bankruptcy. 

Mr. Ben-Veniste. Mr. Stephens, you're looking at discharge from 
bankruptcy issues. Were you foreclosed from doing that? 

Mr. Stephens. Early on in the inquiry, I think we did a prelimi- 
nary look at the various, the bankruptcies and settlements which 
might preclude recovery. But associates from Los Angeles, if I re- 
member correctly, were assigned to that task, and that was later 
assumed by Mr. Patterson, or by those associates under Mr. Patter- 
son's supervision. 

Mr. Ben-Veniste. Mr. Ericson, viz-a-viz the conversation that 
Mr. Stephens has indicated he had with you after he reviewed the 
first draft on the Whitewater Report, what is your recollection of 
that conversation? 

Mr. Ericson. I remember parts of what Mr. Stephens has testi- 
fied to, and frankly, I don't remember other parts of it. 

Mr. Ben-Veniste. What do you remember Mr. Stephens saying? 

Mr. Ericson. I remember the part about my sense of humor. I 
also remember to some extent the part about a discussion of wit- 
ness interviews. The rest of what he said I simply don't remember. 

Mr. Ben-Veniste. You don't remember him saying it? 

Mr. Ericson. That's right. 

Mr. Ben-Veniste. So what was your take-away from that conver- 
sation, which I take it occurred some time in the late fall or early 
winter of 1994? 

Mr. ERICSON. Well, as I have just said, I took away the idea that 
I probably ought to tone down the sense of humor, and that it 
might be a good idea to talk to a few more witnesses. 

Mr. Ben-Veniste. Did Mr. Stephens ever express any shock or 
alarm that you were headed in the wrong direction, that you were 
off course, that he felt pressure was being put on you somehow? 

Mr. Ericson. No, nothing of that sort. 

Mr. Ben-Veniste. Mr. Patterson, did you ever receive such a 
message from Mr. Stephens? 

Mr. Patterson. No, I did not. 

Mr. Ben-Veniste. In connection with the conversation you had 
after Mr. Stephens was sent and reviewed this draft, did he follow 
up with a written memorandum? 

Mr. Patterson. No. 

Mr. Ben-Veniste. Did you ever receive anything in writing from 
Mr. Stephens by way of memorandum or otherwise, commenting on 
any draft, any conclusion, or any procedure that you were under- 
taking in discharging your responsibility to the RTC? 

Mr. Ericson. No. But I should add that among partners, we 
would not typically communicate by writing. 

Mr. Ben-Veniste. So this is the only instance where you recall 
Mr. Stephens making any suggestions with respect to the report? 

Mr. Ericson. Yes. 
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Mr. Ben-Veniste. Mr. Patterson, did you have any conversations 
with Mr. Stephens wherein Mr. Stephens claimed that he had a 
problem of any nature with the way you were going about business 
or the tentative preliminary conclusions that you reached or indeed 
the final conclusions? 

Mr. Patterson. No, I did not. 

Mr. Ben-Veniste. I see that my time has expired. I think it is 
important to go into some of these conclusions and what the basis 
is for them, but 111 do that in the next round, Mr. Chairman. 

The CHAIRMAN. Senator Murkowski. 

OPENING COMMENTS OF SENATOR FRANK H. MURKOWSKI 

Senator Murkowski. Thank you, Mr. Chairman. Ill be brief. 

Let me try and understand the structure within the organization 
of Pillsbury Madison & Sutro relative to who was the contact per- 
son with the RTC. 

Mr. Patterson. Well, I would have been the principal contact 
with the RTC. 

Senator Murkowski. Who would have been the RTC counter? In 
other words, who contacted you with regard to the investigation 
that you were doing? 

Mr. Patterson. Mark Gabrellian. 

Senator Murkowski. Did Mark Gabrellian specifically dictate the 
scope of your review? 

Mr. Patterson. No, he did not. 

Senator Murkowski. Did he specifically direct or redirect activi- 
ties associated with your review? 

Mr. Patterson. No, he did not. 

Senator Murkowski. So you had complete authority, flexibility, 
control, in the manner in which you proceeded to bill 385 hours? 

Mr. Patterson. We did not have complete control. We had con- 
trol in the sense of how we went about our investigation. We would 
discuss with the client what our recommendations were as to how 
the investigation should be handled, where the focus should be 
placed, and in what order we should proceed. 

Senator Murkowski. And the client agreed with you in all cases? 

Mr. Patterson. I believe they did, yes. 

Senator MURKOWSKI. So you can’t recall an instance where Mr. 
Gabrellian, on behalf of the RTC, directed you into one area viz- 
a-viz another area? 

Mr. Patterson. No. 

Senator Murkowski. This is important because your firm billed 
the Federal Government for about $4 million. Is that right? 

Mr. Patterson. I would have to defer to Mr. Ericson who says 
it was in the neighborhood of $3.1 to $3.2. 

Senator Murkowski. All right, $3.1 to $3.2, whatever it was, it 
was a significant amount of money. 

At what point did you satisfy yourselves that this investigation 
was complete and adequate as opposed to the realization that we 
have an extensive witness list of prominent people and people who 
are knowledgeable in various aspects that weren’t interviewed? 

Mr. PATTERSON. At what point did we satisfy ourselves that our 
investigation was complete? 

Senator Murkowski. That’s correct. 


3216 


Mr. Patterson. That occurred in stages with respect to different 
phases of the investigation. 

Senator Murkowski. Yes, but you had to make a decision that 
you felt within your organization that you had adequately satisfied 
yourself as to the authenticity with regard to what your job was 
specifically directed to do. 

I find it extraordinary that we are looking at a list of witnesses 
not interviewed by your firm, yet we have heard from the Minority 
that your report is complete and all encompassing relative to the 
bottom-line recommendation that was made in your report, yet 
these people weren't contacted. I'm wondering why you didn’t con- 
tact them, obviously you can’t contact everybody, but why you felt 
your report was complete? Because I intend to go into some of the 
specific names here and information relative to the germaneness of 
information that they had that you didn’t seem to see fit was ap- 
propriate or worthwhile pursuing. 

Mr. Patterson. Well, to answer your first question first, at what 
time did we feel that we were complete with respect to the inves- 
tigation. I would say that would have been at the end of 1995 when 
the Extenders Statute was running out. We had no more time, we 
had to make a final report and final recommendations to the RTC 
and either commence litigation or, as we did in the case of Jim Guy 
Tucker, obtain an extension of the statute of limitations. 

Senator MURKOWSKI . Why didn’t you request an extension? 

Mr. Patterson. We did with respect to Jim Guy Tucker. 

Senator Murkowski. Just that portion. But you indicated you 
were up against a time sequence. Did you make a qualification in 
your final report, in other words, a disclaimer that this did not nec- 
essarily represent a total capability of contacting groups or some 
question as to the inadequacy of your report? 

Mr. Patterson. I believe, Senator, that there are always wit- 
nesses you could talk to. 

Senator Murkowski. I am talking about whether or not you 
made a qualification. 

Mr. Patterson. No, we did not. Because at that point in time, 
we had reached the conclusion that based on what we had been as- 
signed to do, we had sufficient information to determine whether 
there was cost-effective litigation to be undertaken. 

The CHAIRMAN. Would the Senator yield for a question? 

Senator MURKOWSKI. Very briefly, Mr. Chairman, yes. 

The Chairman. Why wouldn’t you have interviewed Beverly Bas- 
sett Schaffer? I looked at this list and this goes to what Senator 
Murkowski’s talking about. We are not talking about some inciden- 
tal — I mean, you have this thing, it’s public, it’s big, and it’s sen- 
sitive. You didn’t even interview her. Why? 

Mr. Patterson. Senator, your first question is would Beverly 
Bassett Schaffer have shown us that money was spent or taken 
from Madison Guaranty, that there was a loss to the institution. 
Second, that it was the result of an intentional or fraudulent act. 
And finally that that act resulted in some loss to the institution. 
We determined that with respect to that transaction, none of those 
things existed. 

The Chairman. You reference in your report conversations be- 
tween Beverly Bassett Schaffer and the First Lady, and you have 
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it and you do this continually, you reference certain people and you 
don’t even interview them. You don’t find an inconsistency? 

Mr. Patterson. No, I do not. 

The Chairman. Well, we will get into that. We are going to de- 
velop it a little further. 

Senator, I thank you for your indulgence. 

Senator Murkowski. Thank you very much, Mr. Chairman. 

You are familiar with Marlin Jackson, the Bank Commissioner 
who used his position and influence as Commissioner, to use his 
letterhead to request the transfer of the Clinton loan to the bank 
that he was formerly associated with? 

Mr. Patterson. I think Mr. Ericson would be more familiar with 
that than I am. 

Senator Murkowski . Well, all right, Mr. Ericson. 

Mr. Ericson. I’m familiar with Mr. Jackson. I know he used his 
letterhead. I’m not sure I agree with the rest of what you said. 

Senator Murkowski. What would you agree with, because we 
have the actual copy of the letterhead, and the letter states, to his 
former associate in the bank that he formerly headed, “Please take 
care of the circumstances on the principal and interest on the 
loan.” Do you think that was an appropriate thing for a Bank Com- 
missioner to do? Do you think that’s good banking business? 

Mr. Ericson. To use his letterhead in that way? No, I think that 
was ill advised on his part. 

Senator Murkowski. You think it was ill advised? 

Mr. Ericson. On his part, yes. 

Senator Murkowski. All right. You didn’t think that there was 
any pressure being brought to bear relative to him stating that this 
loan should now be taken care of at his former bank? What I am 
getting at is, obviously you didn’t choose to interview this gen- 
tleman. It was evident that there was pressure being brought to 
bear, the impropriety relative to using the stationery and you did 
not interview him. 

Mr. Ericson. We didn’t interview him. I can’t see any connection 
between it and any losses to Madison Guaranty. 

Senator Murkowski. You didn’t interview Mr. Norton, a Clinton 
accountant, either, did you? 

Mr. Ericson. That’s true. 

Senator Murkowski. And there was no relevance there to your 
responsibility because I think it’s fair to state that Foster, in his 
notes, indicated that the Clintons’ tax situation was, “A can of 
worms.” You didn’t see fit to interview Norton? 

Mr. Ericson. That’s true, we didn’t interview Norton. 

Senator Murkowski. Why? 

Mr. Ericson. We had no interest in the Clintons’ tax situation 
because again that was not something that the RTC could sue over. 
It’s not something that the RTC could bring a lawsuit about. That’s 
between the Clintons and the IRS. 

Senator Murkowski. I’m curious to know, Mr. Stephens, relative 
to your deposition, on page 133, this was asked: 

Question: Do you know that they dictated to your firm that certain things should 
be looked at and other things shouldn’t be looked at with regard to Madison? 

Answer: I am not sure how to take your word “dictated.” There would be times 
when they said, call these people but don’t call those people. Don’t make this phone 
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call until I call you. It was a very close, hands-on, do this but wait until we give 
you the authority to do so. 

So it was a closely controlled matter from what I saw. I don’t want to characterize 
it — it’s not fair for me to characterize it one way or the other. After all, in private 
practice, the client is the client. And it is their responsibility and they seek outside 
counsel to assist them in that. They had every right to provide guidance and direc- 
tion to outside counsel. You know, Pillsbury was not an independent public agency 
or an independent counsel or an independent prosecutor or Congressional committee 
or anything else looking at this. It was outside counsel retained by an agency to 
assist them in doing what they wanted to accomplish. 

Mr. Stephens, I can only assume you stand by this statement? 

Mr. Stephens. This statement applies to what I saw from my re- 
lationship to the agency. It was a hands-on agency. With regard to 
6(e) areas and filing the 6(e) petition, with regard to contacts with 
the Independent Counsel, it was very closely monitored — we don’t 
want you to call them yet; it’s OK to call them now, we’ll give you 
the phone number now; well, wait until tomorrow to call them and 
then tell us what they said — it was closely monitored. 

But the second part of your question goes to the broader concept, 
and that is simply in my view, we were outside counsel. It was 
their responsibility and their authority to make the final judg- 
ments. You should not necessarily assume from that comment that 
they exercised that authority or judgment in any way to infringe 
on the independence of Mr. Patterson or Mr. Ericson in making 
their judgments. 

Senator MURKOWSKI. You know, it appears that Mr. Stephens 
was removed from some areas of responsibility. Is that your opin- 
ion, Mr. Stephens, in this case? 

Mr. Stephens. Well, Mr. Patterson arranged the staffing of the 
matter. I participated, as I think I have testified, substantially in 
February and March, and thereafter in selected areas including the 
6(e) petition, in interviewing or considering potential forensic ac- 
countants, and looking at a couple of other issues — the statute of 
limitations issues. So there were selected areas that I was asked 
to take a look at. But the bulk of the work was moved to the West 
Coast to Los Angeles and San Francisco. 

Senator MURKOWSKI. Were there any communications between 
yourself and Mr. Patterson where you suggested certain areas be 
pursued and Mr. Patterson suggested otherwise, or said, well, the 
Los Angeles or West Coast areas will take care of that? 

Mr. Stephens. I think the answer to that is probably not; the dy- 
namic didn’t work quite that way. Mr. Patterson was the senior 
partner on the project. He was the manager of the project, and as 
it evolved, staffing was increased on the West Coast. 

Senator Murkowski. That was not exactly my question though. 
You had certain facets of this. You had it at one time, and then 
it gradually diminished, your activities lessened. At times, did you 
indicate specific recommendations to Mr. Patterson that were not 
followed? 

Mr. Stephens. I think that the answer to that is probably no, 
not with regard to the areas that I handled. 

Senator Murkowski. How about other areas that you suggested? 

Mr. Stephens. Let me correct one thing. It may be that, for ex- 
ample, with respect to the 6(e) petition, I probably took the position 
that it was important to file that or take some action relatively 
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soon to get access to these documents. You really could not do the 
investigation until you got access to the documents. 

Indeed, when we were retained, one of the first items we were 
asked to do was to prepare the arguments to get access to these 
documents. It did seem that after a short period of time, the pres- 
sure came off to get access to these documents. Indeed, it was not 
until I think June before a consent order was negotiated to get ac- 
cess to the documents. 

I probably pushed a little harder to say why don’t we move to 
file the petition and engage in a negotiation with the Independent 
Counsel more quickly so that we can get access to these documents. 
There may have been some dynamic back and forth on that with 
Mr. Patterson, who was dealing more closely at that point with the 
Independent Counsel. 

Senator Murkowski. My last question because I’m out of time. 
Mr. Patterson, under any set of your own personal recollections, 
was there any attempt by anybody in the RTC or in the Adminis- 
tration to influence your scope of activities associated with the re- 
sponsibility of your firm to do this? 

Mr. Patterson. No, sir. 

Senator MURKOWSKI. Mr. Chairman, I remember a month ago we 
had a little discussion, Senator Sarbanes and I specifically, on the 
completeness of this Pillsbury Madison & Sutro Report, and to 
what extent the Committee should rely on the completeness and 
thoroughness of that report. 

It is obvious for reasons that I hope this Committee will pursue, 
that they were very selective in analyzing and interviewing specific 
witnesses, and I find that troubling. 

You know, as I sit here today, I am just astounded that we find 
specific people who have intimate knowledge of various aspects of 
this, the realization that the taxpayers have lost $60 million, we’ve 
paid this firm over $3 million. Why you didn’t simply sit down and 
review the extensive Bank Examiners Reports, which suggest any- 
thing but the findings that your report shows, is beyond me. 

I can only look at those in the RTC and question their motivation 
in the manner in which this was directed because if you go into the 
Bank Examiners Reports, you are going to find the real expertise 
associated with the analysis that is appropriate for this kind of in- 
vestigation, recognizing the exposure of the taxpayers of this coun- 
try with the failure of that organization. 

I think your report is shameful, I think it is inadequate, I think 
it is a ripoff of the taxpayers’ money, and I am very disturbed to 
find that pressure was brought to bear within your organization in 
directing specific activities from one partner to another. 

I would like to see a further investigation of this process because 
there’s just too many unanswered questions here, Mr. Chairman. 

The Chairman. Senator Sarbanes. 

OPENING COMMENTS OF SENATOR PAUL S. SARBANES 

Senator SARBANES. Mr. Patterson, obviously you should be given 
a chance to respond to that. I mean, I think that’s a gross misstate- 
ment of what the situation was, and I think you ought to, in effect, 
review on the public record what the charge was to your firm. 
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You were advising the RTC what the scope of their authority was 
in the situation, and my understanding is, to the extent that the 
RTC had any role to play, you did counsel them on the totality of 
the issues in a very thorough and comprehensive way. 

But I think you obviously need to address that closing comment, 
and I’ll yield you some time in order to do that. 

Mr. Patterson. Let me say this with some background and an- 
swer the Senator’s question, if I can call it a question. 

We were originally contacted to do an evaluation and examina- 
tion of Madison Guaranty I believe in either late January or early 
February of 1994. We were told that the statute of limitations with 
respect to any claims dealing with Madison Guaranty would run on 
February 28, 1994, unless extended by Congress. It was extended. 

Well, at that point in time, all I could do was bring as many bod- 
ies to bear on this as I possibly could in order to get something that 
would satisfy Rule 11 of the Federal Rules of Civil Procedure, were 
we to try to file an action before February 28th. 

We had six partners I think originally and I am not sure how 
many associates who were assigned to that task. They were in Los 
Angeles, San Francisco, Kansas City, Washington, DC and all over 
the place trying to get that done by that time. 

The statute was extended by Congress, but it was extended only 
as to fraud or to other intentional misconduct. So from that point 
forward, our charge was to determine whether cost-effective civil 
litigation existed for the RTC in which they could recover money 
based on torts which were either fraud or involved intentional mis- 
conduct. 

In that regard, very early on in our investigation, we did review 
the Bank Examiners Reports from the examinations that had been 
done. We reviewed the prior reports of the investigations which 
had been done by another law firm in, I believe it was Memphis, 
Tennessee, what was known as the Garrish Report. We reviewed 
those. During the course of our investigation, I believe we inter- 
viewed the bank examiners who were involved in the examinations. 
And I think that we did look into that. In fact, we were guided to 
a great degree by what we found in those documents. 

Senator Murkowski. I’d certainly draw a different conclusion. 

Senator Sarbanes. I don’t think because you draw a different 
conclusion you ought to disparage the competency or the work of 
this law firm. I don’t think it’s fair to them. You know, you want 
to put differing interpretations on things and obviously you’re going 
to do that if you choose to, but I don’t see why you ought to try 
to tar them in their work. 

Senator Murkowski. If I may respond, I cannot understand why 
they did not put a disclaimer on the report that they were up 
against the statue of limitations so that this Committee could basi- 
cally satisfy itself that the report wasn’t complete and they were 
up against the statute of limitations to finish it. When one looks 
at those examinations and the results of the recommendations of 
this firm, Pillsbury Madison & Sutro, you’re going to come to a dif- 
ferent conclusion. 

Senator Sarbanes. Well, once the Congress took action, you were 
no longer up against a deadline, isn’t that correct? 

Mr. Patterson. That’s correct. 
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Senator Sarbanes. And later I gather toward the end, when that 
arose, you got tolling agreements, did you not, that allowed you to 
continue with certain limited portions of your inquiry? 

Mr. Patterson. With respect to that portion of our investigation, 
where we thought cost-effective litigation existed, we obtained a 
tolling agreement. 

Senator Sarbanes. That’s right, so you were not up against that 
deadline as a consequence? 

Mr. Patterson. That’s correct. 

The Chairman. If I might make an observation, and I think it 
is fair to say. Don’t run the clock — it should not be charged to my 
colleagues here. I think that there are some people who took this 
report and heralded it as a vindication of all of the activities that 
took place in regard to Whitewater, in regard to the operation of 
Madison, in regard to all of the transactions surrounding it. 

They said, well, here’s this law firm investigation headed by a 
Republican, Jay Stephens, and it vindicates and clears everybody 
of wrong doing, nothing wrong, $4 million spent. Now that’s basi- 
cally the laymen’s interpretation of the story given to the public. 

Indeed, the fact is that Mr. Stephens only worked for a rather 
short period of time that he put any substantial time in, and that 
after March 1994, it would appear that there’s almost no time, and 
certainly by early 1995, there’s nothing at all, nothing. He wasn’t 
the supervising, managing partner who approved, et cetera, as was 
reported. So I think that is part of the misconception that was not 
your fault, but that certainly was what people spun. Jay Stephens 
cleared everybody of wrongdoing. 

I’ll make this point, and I thank my colleague for going along 
with giving me this opportunity to express something that I have 
observed here. Second, there is the question that this report was 
very limited. You were limited to ascertaining whether or not it 
would be cost effective to bring a suit, not with respect to was any- 
one exonerated, were their actions correct, were their decisions cor- 
rect, was their fraud involved. Because, indeed, there was fraud in- 
volved in many transactions. Is that correct, when you look at this? 

Mr. Patterson. That’s correct. 

The Chairman. Lots of fraud. But you determined notwithstand- 
ing that there was lots of fraud, that who do you sue and make it 
cost effective because of time, money, et cetera. And so you might 
have a whole list of people where there’s potential liability but to 
bring a lawsuit, even if you win, what do you win; is that right? 

Mr. Patterson. That’s correct, Senator. 

The Chairman. So I just make that point. Then I would like to 
later on, on my time, get back to examining a couple of aspects that 
I think need to be cleared up. But I thank my colleagues. 

Senator Sarbanes. Well, thank you, Mr. Chairman. 

The one thing out of that discussion that I find interesting is 
that Mr. Stephens’ work of about 190 hours or so over a 10-month 
period that was subsequent to February and March is being treated 
as minimal. Whereas it’s asserted repeatedly in these hearings that 
Mrs. Clinton’s work of 60 hours over 15 months, less than one-third 
the amount of that time, over a longer period, is not treated as 
minimal. And I think it’s very helpful to have that on the record. 

I yield to Mr. Ben-Veniste. 
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Mr. Ben-Veniste. Thank you. 

And I might as well correct my prior arithmetic for the minimal 
portion of Mr. Stephens’ representation of those 193.25 hours over 
10 months at $200, which is a conservative rate, the arithmetic 
checked now by Lance Cole, my accountant, is $38,650 as compared 
to the $6,000 and change Mrs. Clinton 

The Chairman. How much, $38 what? 

Mr. Ben-Veniste. $38,650. The total amount, if you had included 
all of the hours I have given before, it’s $68,000 dollars. So I think 
when we compare legal billing in one aspect and call it minimal, 
we ought to have that in some kind of context. And I don’t suggest 
that it was not relatively minimal that Mr. Stephens spent that 
amount of time. What was your normal monthly production in bill- 
able hours during 1994, Mr. Stephens, do you remember? 

Mr. Stephens. Probably somewhere in the neighborhood of 140. 

Mr. Ben-Veniste. 140 hours per month so 

Mr. Stephens. Actually, work time might have been double that, 
but billable time was probably about that. 

Mr. Ben-Veniste. Indeed, there was time that you spent, and we 
can go through these records, discussing the final report and other 
aspects of this investigation representation that you did not bill 
time to. Isn’t that so? 

Mr. Stephens. I’m sorry, I didn’t understand the question. 

Mr. Ben-Veniste. There was time that you spent that was not 
reflected in bills sent to the client on the RTC matter? 

Mr. Stephens. To what are you referring? 

Mr. Ben-Veniste. We have about a dozen if you would like to go 
through them. I am sure you have gone through your records and 
the conversations and conferences that you had regarding different 
issues that are reflected in other lawyers’ billing records, con- 
ference with Jay Stephens, meeting with Jay Stephens, discussion 
about so and so. 

Mr. Stephens. I haven’t seen those. 

Mr. Ben-Veniste. You have not seen the billing records? Maybe 
we will get to that a little bit later and we can go through that. 

The implication again by the Majority is that Mr. Stephens was 
somehow pulled off the case, pulled away from the things that he 
wanted to do or which were appropriate but he wasn’t allowed to 
do. Did that happen, Mr. Patterson? 

Mr. Patterson. No, it did not. 

Mr. Ben-Veniste. Mr. Ericson. 

Mr. Ericson. No. 

Mr. Ben-Veniste. The conclusions that you reached and put for- 
ward involved conclusions about activities of others and involved 
conclusions about fraud. Mr. Ericson, what was your conclusion 
about whether Mr. or Mrs. Clinton engaged in fraudulent activity 
or whether the Rose Law Firm engaged in fraudulent activity? 

Mr. Ericson. We found no evidence of either. 

Mr. Ben-Veniste. No evidence of fraud either by the Clintons or 
the Rose Law Firm in connection with the matters under investiga- 
tion; is that correct? 

Mr. Ericson. That’s right. 

Mr. Ben-Veniste. Now with respect to witnesses who were not 
interviewed, there were different reasons for not interviewing dif- 
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ferent witnesses, and we can get to that. But did anyone tell you, 
Mr. Ericson, that there were witnesses you could not interview? 

Mr. Ericson. No, never. 

Mr. Ben-Veniste. Mr. Patterson. 

Mr. Patterson. No. 

Mr. Ben-Veniste. Mr. Stephens, do you know of any example of 
a witness who Mr. Patterson or Mr. Ericson wanted to interview 
but were not allowed to interview? 

Mr. Stephens. I have no personal knowledge of their discussions 
about 

Mr. Ben-Veniste. Let my ask you this. 

Mr. Stephens. Let me finish my answer. 

Mr. Ben-Veniste. Do you have any reason to believe that the 
conclusions reached by the Pillsbury Madison & Sutro firm were 
not on the basis of a full, complete, and honest evaluation of the 
evidence available? 

Mr. Stephens. I have no basis to agree or disagree with that 
statement. I know Mr. Ericson and Mr. Patterson are outstanding 
attorneys, they are people who conduct themselves with the highest 
ethical standards, but I have no factual basis to know whether that 
statement is correct. 

Mr. Ben-Veniste. You have not read the final reports in detail, 
have you? 

Mr. Stephens. That's correct. 

Mr. Ben-Veniste. And in your deposition, you acknowledged that 
you had no basis upon which to challenge any conclusion because 
you hadn't even read the final reports, much less reviewed the un- 
derlying material. Isn't that fair to say? 

Mr. Stephens. I was not asked to read the final — I take that 
back. I was asked to read the final reports. I did not read the final 
reports. I did not write the reports. I did not have a hands-on basis 
for the underlying material so I had no basis for providing com- 
ments with regard to 

Mr. Ben-Veniste. I can understand why you did not want your 
name associated with the authorship of the reports if you did not 
perform the work. That is understandable and I think Senator 
D’Amato makes a very good point. We don’t challenge that. If it 
was called the Stephens Report, it was not because Pillsbury Madi- 
son & Sutro called it the Stephens Report. Correct, Mr. Patterson? 

Mr. Patterson. That is correct. 

Mr. Ben-Veniste. And it is not because the RTC called it the 
Stephens Report, is that correct? 

Mr. Patterson. That is correct. 

Mr. Ben-Veniste. With respect to the matters before you that 
you were being questioned about, Marlin Jackson, who was the 
Bank Commissioner, had a letter on his official letterhead as Com- 
missioner, introduced here, but we have had the testimony that put 
that into context. That testimony showed that Mr. Jackson dictated 
a letter to his secretary and the secretary signed his name and the 
secretary put that on the official stationery. So to the extent that 
has anything to do with the price of beans here, it is a non-issue. 

With respect to Beverly Bassett Schaffer, now was there any- 
thing associated with the representation by the Rose Law Firm on 
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the regulatory matters that involved the State Commissioner of Se- 
curities, that cost Madison any money? 

Mr. ERICSON. No. The preferred stock offering never occurred. 

Mr. Ben-Veniste. And indeed the research into that was entirely 
appropriate as far as you could see that was done by the Rose Law 
Firm under the supervision of Mrs. Clinton and performed by Mr. 
Massey. WeVe gone through all of that. 

The introduction of Ms. Bassett Schaffer’s name does raise a 
point with respect to this assertion that the taxpayers lost $60 mil- 
lion as a result of Madison’s failure. If Ms. Bassett Schaffer’s rec- 
ommendation, 2 years before that the bank should be closed, had 
been implemented by the Federal authorities, did you come to some 
conclusion about what the actual loss would have been? 

Mr. Ericson. No, we did not. 

Mr. Ben-Veniste. Can you say in rough terms whether or not it 
would have been a very substantial reduction of the loss that was 
at the end incurred? 

Mr. Ericson. It is very difficult to say. The argument is some- 
times made in savings and loan cases that if an institution had 
been closed down sooner, the losses would have been less, but it is 
difficult to prove that and it is very difficult to quantify it. 

Mr. Ben-Veniste. Fair enough. However, with respect to Ms. 
Bassett Schaffer’s recommendation, it was established that she 
had, in fact, made that recommendation to Federal authorities 2 
years before the bank was closed down and was told essentially, 
hey, take a number, we have a lot of really big institutions that are 
in trouble and we can’t start closing down small institutions and 
starting a panic in the country. Is that fair to say? 

Mr. Ericson. That’s fair to say. I did interview a Federal official 
on that subject, yes. 

Mr. Ben-Veniste. And you corroborated Ms. Bassett Schaffer’s 
account of that? 

Mr. Ericson. Yes. 

Mr. Ben-Veniste. In terms of interviewing the witnesses on this 
chart, and we will get into the conclusions I guess shortly, maybe 
in the next round. But since this has been raised, first of all, let 
me ask you from a general standpoint, were there any witnesses 
that the RTC told you that you could not interview? Was anybody 
off limits? 

Mr. Ericson. No, never. 

Mr. Ben-Veniste. Mr. Patterson, did somebody tell you, do not 
touch so and so, don’t interview so and so? 

Mr. Patterson. No, they did not. 

Mr. Ben-Veniste. If someone had told you that, would that be 
the type of thing, from a professional standpoint, that you would 
have readily acceded to? 

Mr. Patterson. Not at all. In fact, it would probably cause us 
more interest. 

Mr. Ben-Veniste. With respect to the individuals on this list, ob- 
viously anyone could make a long list of people, but I see the Presi- 
dent of Madison Bank on this list, Mr. Bunch. What Mr. Bunch 
had to do with the price of beans as far as your investigation is 
concerned is illusive. Do you know what Mr. Bunch might possibly 
have to shed in terms of light on the areas of your inquiry? 
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Mr. Patterson. Fm sorry, Fm missing Mr. Bunch on the list. 

Mr. Ben-Veniste. You have Pockrus and Burge, OK. 

Mr. Patterson. OK, yes. 

Mr. Ben-Veniste. I misread that. 

Mr. Ericson, let me ask you with respect to the transactions that 
involved Mr. McDougal, in looking at them in the total context of 
all of the transactions, did you come to a conclusion with respect 
to how Mr. McDougal operated and who he involved in the various 
transactions back and forth between different institutions? 

Mr. Ericson. Yes, we discussed that at some length in the re- 
ports. We did. 

Mr. Ben-Veniste. What did you conclude? 

Mr. ERICSON. Mr. McDougal operated in a fashion that is, for a 
banker, I think it is fair to say, highly unusual. It was a rather 
slap-dash fashion. He worked with a group of old friends and some 
others, but there are aspects of the way he operated that frankly 
are almost farcical. He would do things on a very impulsive basis. 
He would buy things on an impulsive basis and pay for them in 
odd ways. 

Mr. Ben-Veniste. Was there any evidence that Mr. and Mrs. 
Clinton were included in this group of friends which Mr. McDougal 
used to perform these unusual transactions? 

Mr. Ericson. No, I wouldn’t say so. 

Mr. Ben-Veniste. Mr. Chairman. 

The Chairman. Mr. Patterson, let me ask you something. This 
report didn’t give the Pillsbury seal of approval with respect to vin- 
dicating people in terms of their actions, did it? 

Mr. Patterson. It was neither to castigate or vindicate anyone, 
Senator. 

The Chairman. It didn’t vindicate anyone, didn’t castigate any- 
one. It’s directed to ascertain whether there was any cost-effective 
relief in seeking to recover moneys that were lost. Is that correct? 

Mr. Patterson. That was the purpose of the report and of the 
investigation. 

The Chairman. Is that correct, Mr. Ericson? 

Mr. Ericson. Yes. 

The Chairman. I want to read you a statement by Mr. Fabiani 
given out just today. It says: “Republican hypocrisy has reached 
new lows. The Pillsbury Reports — the result of 2 years and $4 mil- 
lion worth of work for Federal regulators at the RTC — vindicated 
the President and Mrs. Clinton. . . .” Is that correct? 

Mr. Patterson. I can again say, Senator, the purpose of the re- 
port was not to vindicate or castigate anyone. 

The Chairman. So that statement by Mr. Fabiani is incorrect. Is 
that true? 

Mr. PATTERSON. I agree that the Pillsbury Reports speak for 
themselves. 

The Chairman. Is this a true statement? 

Mr. Patterson. It may be his opinion. 

The CHAIRMAN. But it’s not your opinion? 

Mr. Patterson. It’s not my opinion or the purpose of why we did 
the reports, Senator. 

The Chairman. Let me ask you this. Did Mr. Stephens head this 
so-called inquiry, your report, did he head it? 
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Mr. Patterson. He was a part of it but he did not head it. 

The Chairman. He did not head it. As a matter of fact, his in- 
volvement was rather limited? 

Mr. Patterson. It was limited, yes. 

The Chairman. There’s really no involvement starting in 1995? 

Mr. Patterson. That’s correct, Senator. 

The Chairman. No involvement. Let me read to you from the 
Chicago Sun Times. As a matter of fact, if we have that, I would 
like to give you a copy of the Chicago Sun Times? 

Mr. Patterson. Yes. 

The Chairman. Dated January 21st? 

Mr. Patterson. The Late Sports Final Edition? 

The Chairman. Yes. 

Mr. Patterson. I have it. 

The Chairman. Headline: Facts Fight Fiction Over Whitewater. 

Mr. Patterson. Yes. 

The Chairman. What’s the byline? 

Mr. Patterson. Hillary Clinton. 

The Chairman. Let me take you down to the last sentence on the 
first page. “Since most Americans,” would you read that? 

Mr. Patterson. Would you like me to read it, Senator? 

The Chairman. Yes, please. 

Mr. Patterson. “Since most Americans never heard about this 
report, let me fill you in.” 

The Chairman. And this is referring to the Pillsbury Madison & 
Sutro Report. Go ahead. 

Mr. Patterson. It reads: “It was conducted for the RTC by one 
of the Nation’s leading law firms, Pillsbury Madison & Sutro. It 
took more than 2 years to complete and cost nearly $4 million. A 
prominent Republican and former U.S. Attorney Jay Stephens 
headed the inquiry.” 

The Chairman. Mr. Stephens, did you head this inquiry? 

Mr. Stephens. No, I did not. 

The Chairman. Mr. Patterson, did he head the inquiry? 

Mr. Patterson. No, he did not, Senator. 

The Chairman. Mr. Ericson, did he head the inquiry? 

Mr. Ericson. No. 

The Chairman. I have to tell you that when you have the White 
House spin doctors and the Special Counsel to the Committee say 
ing what Mr. Fabiani just gave out today, he is Special Counsel tc 
the White House. 

Senator Sarbanes. You said to the Committee. 

The CHAIRMAN. Excuse me, to the White House. “Republicans are 
trying to obscure the plain language of the reports in the fog o: 
Senator D’Amato’s endless hearings.” 

The fact of the matter is that we are attempting to ascertain ex 
actly what was the scope of the report; and that, indeed, it was 
very limited, it did not make conclusions as to wrongdoing or cor 
rectness of actions or decisions that were made, but really cam* 
down to whether or not it was cost effective, you could bring a suil 
even against somebody who’s committed and reports indicate com- 
mitted all kinds of violations. And I’m talking about Mr. McDougal 

Senator Hatch, do you have any questions? 
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OPENING COMMENTS OF SENATOR ORRIN G. HATCH 

Senator Hatch. No, I am just very interested because I know Jay 
Stephens and I know what a competent lawyer he is, and I know 
the reputation of Pillsbury Madison & Sutro, a very, very impor- 
tant firm in this country. I have a lot of respect for all of you. I 
just think this thing has been tremendously mischaracterized 
through the years. 

But I am interested in this statement by Mark D. Fabiani, the 
Special Associate Counsel to the President, dated today. It says: 
“Republican hypocrisy has reached new lows. The Pillsbury Re- 
ports — the result of 2 years and $4 million worth of work for Fed- 
eral regulators at the RTC — vindicated the President and Mrs. 
Clinton. . . .” Is that true? 

Mr. Patterson. As I’ve said, Senator 

Senator Hatch. Is vindicated a good word here? 

Mr. Patterson. That may be Mr. Fabiani’s opinion. 

Senator Hatch. It’s not your word? 

Mr. Patterson. Senator, I don’t think our dog is in this fight. 

[Laughter.] 

Senator Hatch. Well, it’s been brought into it by the media and 
a whole raft of other people as a vindication of the President and 
Mrs. Clinton. Frankly, I hope they are vindicated in the end, but 
I don’t think your report necessarily vindicates them. Do you agree 
with that statement? 

Mr. Patterson. Senator, it was not our purpose to do either, to 
incriminate or exculpate or vindicate or castigate. 

Senator Hatch. It says, “The Republicans did not like this con- 
clusion, so first they tried to cover up the Pillsbury Reports.” In all 
honesty, this doesn’t look like we are covering it up by asking you 
folks to appear here today. Is there anything to cover up there? 

Mr. Patterson. I don’t believe so, Senator. 

Senator Hatch. I don’t either. I think the reports have been pret- 
ty badly mischaracterized. I also think that Mr. Stephens has not 
been treated fairly through the process. I have no doubt in my 
mind he would do honorably and well and honestly whatever your 
firm’s commitment to a reasonable and fine and perfect investiga- 
tion was made. I have no doubt about that. 

But this type of statement from a Special Associate Counsel to 
the President kind of bothers me. It says: “Now that the Reports 
have finally been made public, Republicans are trying to obscure 
the plain language of the Reports in the fog of Senator D’Amato’s 
endless hearings.” I think your being here today to review makes 
it very clear that nobody’s trying to obscure anything. We just want 
to know the facts. 

I personally appreciate you being here. I know it is inconvenient 
and I know it has been difficult, and I have personally resented Jay 
Stephens being mischaracterized as the media and the White 
House and others have done. I have heard them say, <f Well, Jay 
Stephens’ vindicated the President, your own Republican.” As if an 
attorney is going to slant his legal work because of his own political 
convictions. That hasn’t been my experience in the law. Has it been 
yours, Mr. Patterson? 

Mr. Patterson. No, Senator. 

Mr. Stephens. Senator, I appreciate those comments. 
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Senator Hatch. Well, they are true. I have a lot of respect for 
you, and I have a lot of respect for your firm. I have worked with 
it through the years. We have been opposed in some matters from 
time to time, and we have worked together from time to time, and 
I have found your firm to be honest, trustworthy, and a very good 
firm. I think that’s why the firm has lasted for so long. 

I think to the extent that this clarifies some matters and some 
of them may be in favor of the President and First Lady, fine. But 
to the extent that it clarifies the matters and some of these matters 
are not in favor of the President and the First Lady, that’s fine too. 

And I just want to personally express my appreciation to you and 
my high regard for the firm and for Mr. Stephens as well. 

Mr. Patterson. Thank you, Senator. 

The Chairman. Thank you, Senator. 

Mr. Giuffra. 

Mr. Giuffra. Mr. Ericson, you were the principal draftsman of 
the Whitewater and the Rose Law Firm Reports, right? 

Mr. Ericson. That is true. 

Mr. Giuffra. Do you recall your deposition testimony? Let me 
just read it. This is on page 89: 
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Question: Did you make a judgment in your reports that the Clintons were not 
guilty of anything? 

Answer: No, I don't think so. That's certainly not the way we phrased it. I think 
we were at some pains to say in our reports that we weren't exonerating anybody. 


me 


Do you remember that testimony? 

Mr. Ericson. Yes, I do. 

Mr. Giuffra. And that’s accurate? 

Mr. Ericson. That’s what I said. 

Mr. Giuffra. Let me turn to page 93 of your testimony: 

Question: Am I correct that your reports, in general, did not exonerate the Clin- 
tons of all wrongdoing? 

Answer: I don’t think our reports exonerated anybody of anything. 


Do you recall that testimony? 

Mr. Ericson. Yes, I do. 

Mr. Giuffra. Is that correct? 

Mr. Ericson. Yes, it is. 

Mr. Giuffra. Now, Mr. Stephens, during this period of February 
and March of 1994, you had some dealings with Ellen Kulka; right? 

Mr. Stephens. Correct 

Mr. Giuffra. Who was Ellen Kulka during this period? 

Mr. STEPHENS. Ms. Kulka was General Counsel for the Resolu- 
tion Trust Corporation. 

Mr. Giuffra. You attended meetings with Ms. Kulka; right? 

Mr. Stephens. I attended, I believe, two meetings or, depending 
how you characterize them, three meetings on two separate days. 

Mr. Giuffra. Mr. Patterson, did you have the impression that 
there was a personality conflict between Mr. Stephens and Ellen 
Kulka? 

Mr. Patterson. Yes, I did. 

Mr. Giuffra. Could you tell the Committee what was the basis 
for that impression? 

Mr. Patterson. It was simply based on a meeting that Jay and 
I had with Ellen Kulka in her office. It just seemed to me, or my 
impression was that there was a personality conflict. I am not cer- 
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tain whether it was on Jay's part, but with respect to Ms. Kulka 
and Jay. 

Mr. Giuffra. Mr. Ericson, Mr. Patterson told you at the time 
that Ms. Kulka, the General Counsel of the RTC, disliked some- 
thing that Mr. Stephens had said at a meeting? 

Mr. ERICSON. I think I said I had gained some vague impression 
to that effect from Mr. Patterson. 

Mr. Giuffra. There was some sort of a problem between Ms. 
Kulka and Mr. Stephens. 

Mr. Ericson. There had been some sort of disagreement. I don't 
know what it was about. I wasn't there. 

Mr. Giuffra. Now let me read some testimony. This would be 
August 1, 1994. This is the hearing testimony of Jean Hanson, the 
General Counsel at the Department of the Treasury, page 161: 

Senator Hatch. In fact, Joseph Steiner, the Chief of Staff to Treasury Secretary 
Bentsen, had told you that he thought Ellen Kulka should be fired for hiring Mr. 
Stephens, hadn’t he? 

Ms. Hanson: Yes, he did. 

So at the time, Josh Steiner, the same person who had a conver- 
sation with George Stephanopoulos, the Senior White House Aide, 
told Ms. Hanson, the General Counsel of the Treasury Depart- 
ment — and at that time Roger Altman was the Acting Officer at 
the RTC — that Ms. Kulka should be fired for hiring Stephens. 

Now there were some questions that were raised during the very 
opening round by the Minority. Mr. Patterson, you have no doubt 
that Mr. Stephens was qualified to act as lead trial counsel in this 
matter; right? 

Mr. Patterson. Yes. 

Mr. Giuffra. Mr. Ericson, you would agree with that; right? 

Mr. Ericson. Yes. 

Mr. Giuffra. Mr. Stephens, with regard to the draft of the report 
that you read, you were concerned a bit on the Whitewater Report 
that it focused too much on accounting issues; right? 

Mr. Stephens. I believe I indicated in the first or second round 
I had some general comments to Mr. Ericson. I don't know whether 
that was one of them or not. 

Mr. Giuffra. You thought that there was a need to conduct more 
interviews; right? 

Mr. Stephens. As a general matter my sense was — and I may 
have been reflecting my background as a criminal prosecutor — it is 
helpful to have witness interviews in order to flesh out inferences, 
to give some life to documents, and to determine what the meaning 
of those documents may be. So I believe that I expressed some sug- 
gestion that it may add some perspective and substance to the re- 
port if there were witness interviews to support the documentary 
analysis. 

Mr. Giuffra. Mr. Ericson, at your second deposition you recalled 
Mr. Stephens' comments to you about the need to conduct more 
interviews, don't you? 

Mr. Ericson. I did testify to that in my deposition. I don't think 
he phrased it in terms of “need,” but of “desirability.” I would put 
it that way. 

Mr. Giuffra. He said he thought you needed to conduct more 
witness interviews? 
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Mr. ERICSON. I think what he said was that he thought it might 
be desirable. 

Mr. GlUFFRA. Now after you spoke to Mr. Stephens, did you, in 
fact, conduct more witness interviews? 

Mr. Ericson. Yes. 

Mr. GlUFFRA. Did you conduct interviews of Mr. Hale? He was 
not available because of the Independent Counsel, right? 

Mr. Ericson. That’s right. 

Mr. GlUFFRA. You were never able to talk to Mr. McDougal; is 
that right? I 

Mr. ERICSON. That’s right. He took the Fifth. 

Mr. GlUFFRA. You were never able to talk to Mr. Wade; right? 1 
Mr. Ericson. That’s right. 

Mr. GlUFFRA. There was a brief interview that was conducted of $ 
Mr. Wade, but you were never able to talk to him; right? 

Mr. ERICSON. One of my partners — I think Mr. Patterson — inter- 
viewed Mr. Wade. I later sought to re-interview Mr. Wade and, as 
I told you, I for a long time negotiated with Mr. Wade’s counsel but j 
ultimately he too said he would take the Fifth and he refused to 
be interviewed. 

Mr. Giuffra. You never talked to John Latham; right? 

Mr. Ericson. That’s right. 

Mr. Giuffra. He was the President & CEO of Madison Guaranty 
Savings & Loan? a 

Mr. Ericson. That’s right. v 

Mr. Giuffra. You never talked to Governor Tucker; right? 

Mr. Ericson. Well, with respect to both, we tried but were un- 
able to do so. jj 

Mr. Giuffra. Seth Ward, who I think you concluded was the 
straw purchaser on the Castle Grande transaction; right? j 

Mr. Ericson. Mr. Patterson interviewed Mr. Ward. Later I at- l 
tempted to re-interview Mr. Ward but was unable to do so. 

Mr. Giuffra. OK. : 

The Chairman. Senator Sarbanes. [ 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

Mr. Ben-Veniste. Obviously the report 

The Chairman. Mr. Ben-Veniste, I understand the witnesses , 
need a break. Do you want to wait for a round? ] 

Mr. Ericson. How long is a round? 

[Laughter.] 

The Chairman. Well, why don’t we take a 5-minute break. 

Mr. Ericson. That would be great. 

The Chairman. Five minutes, and then we will come back to Mr. 
Ben-Veniste. 

[Recess.] 

The Chairman. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Thank you, Mr. Chairman. 

Let’s first talk about the question which you have quite properly 
answered, in my view, about whether this is an exoneration or a 
vindication, whatever words are descriptors to describe the conclu- 
sions that you reached were not used by you in connection with 
your report, or indeed are not appropriate to the mission that you 
undertook on behalf of the RTC. Is that correct, Mr. Patterson? 

Mr. Patterson. That’s correct. 
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Mr. Ben-Veniste. Exoneration may well be in the eye of the be- 
holder, but you reached certain conclusions based on the evidence 
which was put forward in your report, and you stand by them? 

Mr. Patterson. That is correct. 

Mr. Ben-Veniste. And if the conclusions are that there was no 
evidence to conclude that anyone did anything improper, much less 
fraudulent, then someone could interpret that, if they were person- 
ally involved in that factual conclusion, as a vindication if there 
had been an allegation that they did something improper? Is that 
fair enough? 

Mr. Patterson. I think we write the reports. We do not control 
how they are interpreted by other people. 

Mr. Ben-Veniste. The witnesses that were mentioned to you, 
some of them were ones that the Independent Counsel refused to 
allow you to interview. Correct? 

Mr. Patterson. That is correct. 

Mr. Ben-Veniste. Such as Mr. Hale and Mr. Latham. Others 
were the subject of the investigation and were ultimately tried, and 
the jury is quite literally out in connection with that matter; right? 

Mr. Patterson. That is correct. 

Mr. Ben-Veniste. Now in addition, there were documents that 
you sought that were in the possession of the Independent Counsel. 
We have kind of the same situation right now, and the Independ- 
ent Counsel did not allow you to review all of the documents you 
wished to review? 

Mr. Patterson. In certain cases, initially. I believe we got all of 
the documents that we asked for through the courts in various 
Rule 6(e) petitions, however. 

Mr. Ben-Veniste. And it was up to the Independent Counsel to 
determine whether or not he would agree to provide those under 
a 6(e) Order? 

Mr. PATTERSON. That is correct. There were times we had to wait 
in line until they had finished with the documents before we could 
have access to them. 

Mr. Ben-Veniste. I understand that process. 

Now with respect to the article that the Chairman referred to, 
which is the report of the Chicago Sun-Times of January 21, 1996, 
I would like to draw your attention to that article which was enti- 
tled “Fact Fights Fiction Over Whitewater” and see whether you 
will comment on the conclusions that are drawn by Mrs. Clinton 
in that article. Referring to the report on the second page of the 
transcript: 

It concluded that the President and I were passive investors in a failed land 
transaction that lost more than $40,000 on Whitewater, as we have said all along. 
It also concluded that we had little knowledge and no control over the Whitewater 
project. 

Now, Mr. Ericson, is that a fair summary? 

Mr. Ericson. In part. The term “passive investor” is one that 
was discussed in the Supplemental Report on Whitewater. I think 
I said there that that was really not the issue, and I thought that 
was a bit of a red herring. But the rest of what you read I think 
is a fair statement. 

Mr. Ben-Veniste. By “passive investor” — and we went around a 
little bit with Mr. Stephens about this — in general layman’s terms, 
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a “passive investor” would be characterized as one who did not in- 
volve himself or herself in the actual operation of the investment? 

Is that fair to say? 

Mr. ERICSON. I think that is fair. 

Mr. Ben-Veniste. Using that definition, you would agree with 
the paragraph I read? 

Mr. ERICSON. I think using that definition, I would agree. What 
I meant to point out here was that at pages 77 and 78 of the Sup- 
plemental Report, there is a little discussion of the concept of “pas- 
sive investor.” We note that it has several specific meanings in the 
law, as opposed to lay meanings and that 

Mr. Ben-Venilte. Right. 

Mr. Ericson. — those meanings simply have no relevance to this. 

Mr. Ben-Veniste. I agree. 

Going back to Mrs. Clinton’s article: 

Further, it affirmed what we have said from day one: That we had no knowledge 
of any money flowing from Madison Guaranty Savings & Loan to Whitewater, and 
that we did not receive any loans or dividends from the savings and loan. Madison 
Guaranty was acquired by our partner in Whitewater, James B. McDougal, some 
years after we invested in the project. 

Factually speaking, do you take issue with that, Mr. Ericson? 

Mr. Ericson. No. Except to a very trivial extent. As I have al- 
ready testified, I would not use the word “partner.” 

Mr. Ben-Veniste. And going on: 

As for matters relating to Madison, the report found no evidence that I had any 
knowledge of any wrongdoing on the part of the savings and loan while I was at 
the Rose Law Firm. 

Mr. Ericson. I think that is fair. ;; 

Mr. Ben-Veniste. Going forward: I 

Billing records located after the report was completed confirm that I did minimal 
legal work on Madison — an average of about 1 hour a week over 15 months, just 
as I have said from the beginning. f 

The conclusion was that the work performed was minimal. 

Mr. Ericson. As I already testified, I stayed away from adjec- 
tives and consciously didn’t use a word like “minimal.” t 

Mr. Ben-Veniste. Sixty hours over 15 months. 

Mr. Ericson. The numbers are what they are. 

Mr. Ben-Veniste. And we have discussed what that meant in 
relative terms today. Finally, Mrs. Clinton pointed out that: 

Despite these findings, there was no news conference, no announcement, no effort 
by Congressional investigators to make them public. 

We, in fact, once the reports were made available to us, put them 
in the record, or attempted to do so. There was some problem with 
getting that accomplished for a number of days, but eventually 
they were then made public. 

Now let me ask that a chart be put up that reflects the conclu- 
sions reached with respect to the retention of the Rose Law Firm. 

It is in the Supplemental Report on the Representation of Madison 
Guaranty Savings & Loan by the Rose Law Firm, February 25, 
1996. So this supplemented the earlier report that was issued? Is 
that correct, Mr. Ericson? 

Mr. Ericson. Yes. 

Mr. Ben-Veniste. And under “Retention of the Rose Law Firm,” 
the first point on our chart is the conclusion that: 
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Mrs. Clinton’s recollections and Mr. Massey’s recollections differ in some respects 
but for 

This is in respect to how the client came into the firm. 

— present purposes, the differences are not material. ... It makes little dif- 
ference who was right. There is no hint of fraud or intentional misconduct in either 
version, and the mere act of retaining the Rose Law Firm did not harm Madison 
Guaranty in any respect. 

Now is that your conclusion? 

Mr. ERICSON. Those are certainly excerpts from our conclusion, 
yes. 

Mr. Ben-Veniste. Do you stand by them today? 

Mr. Ericson. Yes. 

Mr. Ben-Veniste. Mr. Patterson. 

Mr. Patterson. Yes, I do. 

Mr. Ben-Veniste. I says: 

There is no suggestion that the money was to be a gratuity [as opposed to pay- 
ment for work performed], nor is there any suggestion of any improper quid pro quo. 
Again, there is no proof of fraud, intentional misconduct, or harm to Madison Guar- 
anty Savings & Loan. 

Was that your conclusion, Mr. Ericson and Mr. Patterson? 

Mr. Ericson. Yes, that is a part of our conclusions. 

Mr. Patterson. Yes. 

Mr. Ben-Veniste. Do you stand by those conclusions today? 

Mr. Ericson. Certainly. 

Mr. Patterson. I do. 

Mr. Ben-Veniste. Continuing: 

[I]t is highly unlikely to find there was anything untoward, let alone fraudulent 
or intentionally wrongful in the circumstance of the Rose Law Finn’s retention by 
Madison Guaranty. 

Do you stand by that conclusion? 

Mr. Ericson. I do. I want to note one thing, though. You have 
excerpted part of a sentence. What I said was: “A trier of fact is 
highly unlikely to find . . .” and so on. 

Mr. Ben-Veniste. OK. So if you put yourself in the position of 
the trier of fact, you kind of make that conclusion? 

Mr. Ericson. Yes. 

Mr. Ben-Veniste. Now going forward: 

[T]he alleged economic motivation makes no sense. McDougal suggests the Clin- 
tons need $2,000 a month, and the implication is that the account is for the monthly 
retainer in that amount, but there is no evidence that the Clintons ever received 
anything like $2,000 a month from this engagement, and every reason to believe 
that they never received more than a trivial sum of money. 

By which I think you later concluded came to about $40 a month, 
given Mrs. Clinton's draw and the way the firm operated; right? 

Mr. ERICSON. Yes, but I have to modify one thing. I think that 
we said it was more on the order of $20 a month. $40 would rep- 
resent her share of gross receipts. $20 would be a better figure for 
her share of profits. 

Mr. Ben-Veniste. OK, operating on a 50 percent profit margin 
as you did. That is correct. And at page 25 of your report you made 
exactly that point, that this would net out to a grand total of $20 
a month over a 15-month period. My math would tell me that is 
$300, but I am finished relying on my math. 

Let's turn to the conclusions that were reached in the Supple- 
mental Report on the Representation of Madison Guaranty Savings 
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& Loan by the Rose Law Firm from the February 25, 1996. This 
Report was issued after the discovery of the billing records at the 
White House, the time records of the law firm, plus additional bill- 
ing records. 

You had some billing records and the new discovery provided ad- 
ditional billing records and detailed time breakdowns for attorneys 
from the Ro$e Law Firm who worked on Madison Guaranty mat- 
ters. Is that correct? 

Mr. ERICSON. Yes. We had very little before the discovery of 
those records. So the records added considerably to what we had. 

Mr. Ben-Veniste. The conclusion that you reached was, reading 
from page 42 of that report: 

The billing records found at the White House and other newly acquired evidence 
add considerably to the sum of knowledge with respect to this matter. Taken as a 
whole, however, the new evidence does not change the conclusions stated in the 
Rose Report. 

This was your report filed before you had the billing records. 

Mr. Ericson. Yes. That’s right. 

Mr. Ben-Veniste. It continues: 

The new evidence weakens to some extent the conclusion that Ward was a straw 
man or nominee and that the acquisition therefore was wrongful, although those re- 
main propositions that one could reasonably advocate. The new evidence has very 
little effect on the analysis of what the Rose Law Firm knew and did before the 
acquisition of the IDC property closed. The new evidence shows that, after the ac- 
quisition closed, lawyers at the Rose Law Firm [and in particular Mrs. Clinton] had 
more contact with Seth Ward and performed more services for Madison Guaranty 
than previously was known, but there remains no substantial evidence that these 
lawyers knew of or intended to aid and abet McDougal’s apparent misconduct. 

Do you stand by that conclusion? 

Mr. Ericson. Yes. 

Mr. Ben-Veniste. Do you stand by that, Mr. Patterson? 

Mr. Patterson. Yes, I do. 

Mr. Ben-Veniste. Now going on in the Supplemental Report on 
the Representation of Madison Guaranty Savings & Loan by the 
Rose Law Firm, reading from pages 163 and 164: 

It would simply not be persuasive to argue that, for $21,000, McDougal corrupted 
the Rose Law Firm and convinced half a dozen lawyers, most of whom he did not 
know, to join him in a scheme to violate the law. Odd as he might seem, McDougal 
did not involve large groups of strangers in his schemes. Indeed, McDougal typically 
involved a close group of long-time friends and trusted associates in his plans, and 
nobody else. And typically it was the same people, over and over, friends and vas- 
sals who dated back to McDougal’s youth. 

Now is that your conclusion, Mr. Ericson? 

Mr. Ericson. Yes. 

Mr. Ben-Veniste. Do you agree with that, Mr. Patterson? 

Mr. Patterson. I do. 

Mr. Ben-Veniste. And as I think we covered earlier, the Clin- 
tons were not in this close group of long-time friends who were 
used by Mr. McDougal in that respect? 

Mr. Patterson. Yes. 

Mr. Ericson. That’s our conclusion. 

Mr. Ben-Veniste. Going forward: 

The conspiracy theory is hopelessly flawed. The Independent Counsel already has 
alleged a different conspiracy — the conspiracy with Tucker — involving the same 
property, IDC/Castle Grande. Without prejudging the results of that forthcoming 
trial, let us grant that the conspiracy alleged in the [McDougal-Tucker] indictment 
does not violate common sense. The principals were cut in the deals, and relatively 
large amounts of money changed hands. . . . Whatever one thinks of that, however, 
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it strains common sense to place a second set of conspirators on the same property — 
a set that included half a dozen lawyers who had never met McDougal before, a set 
that was not cut in on the deals, a set whose senior members stood to gain some- 
thing upon the order of $20 a month. 

Is that your conclusion? 

Mr. Ericson. Yes. 

Mr. Ben-Veniste. And are you comfortable with that today? 

Mr. Ericson. Yes. 

Mr. Ben-Veniste. Mr. Patterson, do you agree with that? 

Mr. Patterson. Yes, I do. 

Mr. Ben-Veniste. Mr. Stephens, you don’t know anything about 
the facts? 

Mr. Stephens. I have no basis to agree or disagree with this, Mr. 
Ben-Veniste. 

Mr. Ben-Veniste. I see my red light is on. 

The Chairman. Go ahead. 

Mr. Ben-Veniste. Let me come back, if Mr. Giuffra has some- 
thing that I can deal with. I think we are about finished. Let me 
ask a summary question in that respect, without going through all 
the conclusions in all of the reports. Mr. Patterson, is there any 
reason that has a foundation in facts that has come forward since 
the issuance of the reports, or in connection with any other evi- 
dence that you have seen that makes you feel that the conclusions 
reached in your reports are not accurate as we sit here today? 

Mr. Patterson. No, there is not. 

Mr. Ben-Veniste. Mr. Ericson. 

Mr. ERICSON. I am not aware of anything. 

The Chairman. You had an opportunity, I think, to look at and 
examine some of the reports made by the Federal Bank Examiners 
with respect to a number of the transactions, in particular, the 
Castle Grande transaction didn’t you? 

Mr. Ericson. We did. 

Mr. Patterson. Yes. 

The Chairman. In particular, there was one in I think 1987 in 
which they characterized that transaction which cost the bank 
about $3 or $4 million where Mr. Ward was a straw man? Do you 
agree or disagree with that? 

Mr. Ericson. As I indicated in the report, I think a jury probably 
would find he was a straw man, yes. 

The Chairman. Who represented him at that time? Was it the 
Rose Law Firm? 

Mr. Ericson. I’m sorry? At what time? 

The Chairman. During that transaction he was involved with. 

Mr. Ericson. In my opinion the Rose Law Firm represented him 
in that transaction, yes. 

The Chairman. So if you have a law firm that is aware of an im- 
proper transaction that its client is engaged in, is there any liabil- 
ity that might be ensuing to that firm? 

Mr. ERICSON. There could be, but we did not find any evidence 
of such an awareness here. 

The Chairman. Well, if you knew that the client was indeed par- 
ticipating in a sham transaction, would you say I would be mis- 
characterizing that transaction where Seth Ward was holding the 
property as a real transaction or as a sham transaction? 
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Mr. ERICSON. I think, as I said, the jury would conclude that he 
was acting as a straw, and that is the way I prefer to phrase it. 

The Chairman. If the law firm was aware of that, would there 
be potential liability? 

Mr. ERICSON. As you phrase it, I would agree with you; yes. 

The Chairman. Would that not create and cause concern on the 
part of that law firm as to whether there was potential liability? 

Mr. Ericson. If there was such awareness, it might. 

The CHAIRMAN. Sure, and I just wanted to ask so that we are not 
operating in this vacuum, and that this is not some pie-in-the-sky 
theory. Sometimes through no fault of the authors of a particular 
report, there is a characterization, for example, “Jay Stephens 
headed this.” Jay Stephens, your billable hours were about 
$38,000. That is what you billed for, approximately. Would you say 
that, Mr. Patterson? 

Mr. Ben-Veniste. It was more like $70,000. 

The Chairman. I thought it was $38,000. 

Senator Sarbanes. $68,000. 

The Chairman. So if it was $68,000, and we are not really sure, 
but say if there is a question of whether it is $38,000 or $68,000, 
or $70,000 — all right, $68,000, that would hardly represent a major 
share of the billable hours, the legal billable hours, would it, Mr. 
Patterson, on this matter? 

Mr. Patterson. Not on this matter; no, sir. 

The Chairman. As a matter of fact, that would be about 4 per- 
cent of the total billable hours, if you charged $1.9 million? 

Mr. Patterson. Well, Mr. Chairman, your math is a lot faster 
than mine. 

The Chairman. It would be in that area. 

Mr. Ben-Veniste. I am staying out of this. 

[Laughter.] 

The Chairman. I just thought that I would touch on this. 

Mr. Giuffra. 

Mr. Giuffra. Mr. Ericson, the witnesses that are set forth on our 
chart there, those are names that you are familiar with; correct? 

Mr. Ericson. Most of them, yes. 

Mr. Giuffra. They were people you chose not to depose or inter- 
view, right? 

Mr. Ericson. Yes. 

Mr. Giuffra. And to some extent when you made the decision 
as to whether to depose or interview those people, you discussed it 
with the RTC; right? 

Mr. Ericson. To some extent. I would also discuss it with Mr. 
Patterson and others I was working with. 

Mr. Giuffra. If we could just very briefly go through some of the 
testimony that the Committee has received from some of these wit- 
nesses, and this is testimony that is not reflected in your report. 

Now Citizens Bank of Flippin was what, Mr. Ericson? 

Mr. Ericson. It was a bank in Flippin that made the mortgage 
loan on the Whitewater property. 

Mr. Giuffra. So that was the initial $180,000 loan; right? 

Mr. Ericson. Yes. 

Mr. Giuffra. Mr. Burge testified at our hearing on May 8th, at 
pages 19 and 20 that neither Governor Clinton nor Mr. McDougal 
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had told him that the $20,000 Whitewater downpayment was bor- 
rowed from Union National Bank, and therefore that the Clintons 
and the McDougals were not putting any cash into the deal; that 
it was a 100 percent finance. Is that something you would have at 
least made note of in your report, that testimony? 

Mr. ERICSON. Well, I am not familiar with this testimony because 
I have not seen it. I think it occurred after we finished our reports, 
although I am not sure of that. I think we did address the issue 
of the lack of equity of the Clintons and the McDougals in this. So 
that is something that we discussed in the report. 

Mr. Giuffra. Now here is more testimony that the Banking 
Committee obtained. We asked Mr. Burge whether it was the pol- 
icy of his bank and a sound banking practice to make a 100 percent 
loan. And Mr. Burge said, no. Would you have made reference to 
that in your report? 

Mr. ERICSON. I might have. 

Mr. Giuffra. Let’s just look at Mr. Ritter. Mr. Ritter was also 
at Citizens Bank of Flippin, and there was a question as to the ex- 
tent of the Clintons’ knowledge or control with regard to what was 
going on at Whitewater. In his testimony before the Committee, 
Mr. Ritter — and we can get you the actual testimony, but I will 
paraphrase it from pages 34 and 35, he testified that he had two 
meetings between 1979 and 1982 with Mrs. Clinton and Susan 
McDougal where Mrs. Clinton asked several questions about the 
Whitewater loan and interest rates. Mr. Ritter testified that he be- 
lieved that Mrs. Clinton was knowledgeable about the Whitewater 
investment. Now that is something you would have wanted to in- 
clude in your report, that testimony? 

Mr. ERICSON. I would have probably noted that in the report, but 
I would not have regarded it as very material. 

Mr. Giuffra. Mr. Paul Berry. Did you consider deposing him? Do 
you know who he was? 

Mr. ERICSON. That is not a name I recall. 

Mr. Giuffra. He testified that Governor Clinton personally ap- 
proached him at the Union National Bank, which was the bank 
that provided the $20,000 downpayment loan, about making this 
loan on the Whitewater property; and that Mr. Denton stated that 
he had been instructed to make that loan. 

Senator Sarbanes. Where are you referring to now? 

Mr. Giuffra. Focusing on pages 65 and 66 of Mr. Denton’s hear- 
ing testimony, and on page 35 of Mr. Berry’s deposition. 

The Chairman. Why don’t you tell Mr. Ericson and Mr. Patter- 
son who Mr. Berry and Mr. Denton were, so they will have a frame 
of reference, at least. 

Mr. Giuffra. Well, Mr. Berry was a lobbyist for Union National 
Bank, and Mr. Denton was Senior Vice President & Chief Lending 
Officer of that bank. 

The Chairman. So they were officers, or they were working for 
the Union National Bank. Is that correct? 

Mr. Giuffra. Yes. 

Mr. Ericson. Mr. Denton we are quite familiar with, and I be- 
lieve Mr. Patterson talked to Mr. Denton on numerous occasions. 

Mr. Giuffra. But you were not able to obtain the testimony from 
Mr. Denton that he had been instructed by other persons at the 
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bank to make the unsecured loan to Governor Clinton and also to 
Jim McDougal, and that 

The Chairman. Let me interrupt. Mr. Patterson, were you aware 
of that? 

Mr. Patterson. With respect to Mr. Denton? 

The Chairman. Yes. 

Mr. Patterson. I believe I was aware that Mr. Denton had been 
involved in the loan; yes. 

The Chairman. Were you aware of what Mr. Giuffra just indi- 
cated that Mr. Denton testified to here? Tell him what Mr. Denton 
testified to? 

Senator Sarbanes. Mr. Chairman. 

The Chairman. Yes. 

Senator Sarbanes. I think what we should do is give the wit- 
nesses the testimony to which Mr. Giuffra is making reference. 

The Chairman. Certainly. Can we send that down to them? 

Senator Sarbanes. Because, for example, on Mr. Berry the ques- 
tion was: 

Question: Just to close the loop on the $20,000 loan, so it is your memory that 
it was Bill Clinton as opposed to Mr. McDougal who talked to you about the loan, 
about having the bank make that loan?” 

Answer: He was the one that — he discussed that he was contemplating, he and 
Mrs. Clinton were contemplating buying a piece of property on the White River, and 
I said, well, if you need to borrow any money, I am sure we would like to handle 
it, which was my routine remark to all customers that I had a responsibility for 
when they expressed a credit need. 

Question: At what point 

Answer: I didn't want them to go to some other bank. We would lose their busi- 
ness. 

Now that is not the way the question was put to Mr. Ericson in 
terms of characterizing it. 

The Chairman. Sure. 

Senator Sarbanes. It was put to Mr. Ericson in terms of the 
Clintons seeking the loan from Mr. Berry; whereas, Mr. Berry is 
very clear that he sort of proffered the loan when he heard they 
might engage in some real estate transaction. 

So I think there may be a nuance, but it is an important nuance, 
a very important one, and I think if Mr. Giuffra is going to refer 
to testimony just taken recently — I mean, this was May 10, 1996, 
at his deposition. Of course, you had concluded your report, when, 
in February? 

Mr. Ericson. The last report was February 1996. 

Senator Sarbanes. But I think we should put the testimony in 
front of them. 

Mr. Giuffra. You did not talk to Mr. Berry, right? 

Mr. Ericson. That is true. 

The Chairman. So Mr. Berry’s testimony speaks for itself, and 
we do not 

Mr. Giuffra. We do not have to debate this. 

The Chairman. I think that the Senator was right in making 
that observation. 

Mr. Ericson. If it saves time, we can stipulate that we did not 
talk to any of the people on this list. There is no issue about that. 

The Chairman. Well, the question is, if you had known and had 
had this information, what, if any, impact would this have had in 
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your decisionmaking? I guess that is the relevance of asking you 
these things. 

Mr. Giuffra. 

Mr. Giuffra. Mr. Chairman, if I could just sum this up. 

Mr. Stephens, you did not write these reports; right? 

Mr. Stephens. That is correct. I did not write these reports. 

Mr. Giuffra. You gave some preliminary comments to Mr. Eric- 
son; is that right? 

Mr. Stephens. I gave some preliminary comments to Mr. Ericson 
with regard to the preliminary report that I was provided in either 
late October or early November 1994. That was my last comments 
on any of these reports. 

Mr. Giuffra. You did not bill any time in 1985 or 1986 except 
for a few hours in January? 

The Chairman, 1995. 

Mr. Giuffra. Yes, 1995 and 1996, with regard to this matter? 

Mr. Stephens. That is correct. I think I had 3 hours in January 
1st, 2nd, or 3rd of 1995, but essentially my work concluded prob- 
ably in the fall. Mr. Ericson asked me to review this report, or take 
a look at it and give him some comments, so arguably you could 
say my work concluded with those comments. 

Mr. Giuffra. You did not review any of the other reports? For 
example, the Rose Report that was discussed previously — any of 
the Rose Reports? 

Mr. Stephens. That is correct — neither drafts nor finals — that is 
correct; I was not asked to do that. 

Mr. Giuffra. On the Supplemental Whitewater Report, you did 
not review any drafts; you did not review the final; is that right? 

Mr. Stephens. That’s correct. 

Mr. Giuffra. When you spoke to Mr. Ericson, you gave him 
some comments, and those included one that you thought that per- 
haps his initial draft did not sufficiently cover the range of fraud 
that Mr. McDougal was involved in at Madison Guaranty? 

Mr. Stephens. I will just stand by my prior testimony as to my 
comments. I think it sufficiently stated my views. 

Mr. Giuffra. But you were concerned about the fact 

Senator Sarbanes. That was not a statement of your prior com- 
ments; correct? 

Mr. Stephens. That is correct. That was a bit different from my 
prior comments. 

Mr. Giuffra. You were concerned about whether the pattern of 
activity that Mr. McDougal was engaged in was being reflected in 
the report; right? 

Mr. Stephens. Not necessarily Mr. McDougal, but Madison Bank 
and the various real estate transactions that Madison was involved 
in. My concern was essentially that the Whitewater Report not be 
viewed in isolation from all the other transactions because it might 
not provide a complete picture. 

Mr. Giuffra. And with regard to the Whitewater transaction, 
you were concerned that the report did not appear to take into ac- 
count sufficiently what appeared to be a difference in the equity 
input into Whitewater by the Clintons and the McDougals; right? 

Mr. Stephens. Yes, in a general way. I think it didn’t really 
focus on whether or not there would be any issue of potential liabil- 
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ity that would arise from that difference of participation with the 
same potential benefit between the parties. 

Mr. Giuffra. You thought that the report, the draft you saw, fo- 
cused too much on accounting issues and not enough on witness 
interviews? 

Mr. Stephens. That was my general sense — I conveyed that it 
would be helpful and instructive to interview witnesses. I believe 
witnesses add a lot to a document case, and it is very difficult to 
draw inferences from documents. 

It is easier if you have some witnesses’ testimony. There may be 
reasons why you cannot interview witnesses, in which case obvi- 
ously then you can’t; but if you can, I think it is obviously helpful, 
and those witnesses should be interviewed. 

Mr. GlUFFRA. And at least during the period you worked on this 
matter, the RTC, the client, was very hands-on; right? 

Mr. Stephens. With regard to my work, I would think that is a 
fair characterization. 

Mr. Giuffra. Mr. Ericson, you would agree that they were a fair- 
ly active client; right? 

Mr. ERICSON. Yes. In this matter, and in every matter I have 
ever worked with the RTC on, I would agree. 

Mr. Giuffra. Thank you. 

The Chairman. Senator Sarbanes. 

Senator Sarbanes. I yield to Mr. Ben-Veniste. 

The Chairman. Mr. Ben-Veniste. 

Mr. Ben-Veniste. In connection with that “hands-on” nature of 
the client relationship, if there is any suggestion that means that 
you were told to reach a specific conclusion, or told not to interview 
a particular witness, let me give you the opportunity to respond. 

Mr. Patterson. 

Mr. Patterson. We were never told that. Had we been told that, 
I assure you we would have not had acceded to that. 

Mr. Ben-Veniste. Mr. Ericson. 

Mr. Ericson. I agree with what Mr. Patterson said. 

Mr. Ben-Veniste. Now to Mr. Ritter’s testimony, Mr. Berry’s tes- 
timony, and Mr. Denton’s testimony, with respect to the making of 
the $20,000 loan to the Clintons and the McDougals that was unse- 
cured which was used for a downpayment on the purchase of the 
original Whitewater tract back in 1978, the testimony is that unse- 
cured loans were made regularly by these banks. They were quite 
interested in getting the Clintons to become customers of the 
banks, and offered and volunteered the opportunity to lend them 
money. They had a prior lending relationship with Mr. McDougal 
which was a quite satisfactory one. In the context of all that, does 
that information add or subtract from the conclusions that you 
reached? 

Mr. Ericson. No, it really doesn’t. 

I would like to add one further thing. 1978 is 4 years before 
McDougal bought Madison Guaranty, so there is no nexus whatso- 
ever between that and any possible injury to Madison Guaranty. 

Mr. Ben-Veniste. Of course. And even if the financing had oc- 
curred while Mr. McDougal had a controlling interest in Madison 
Guaranty, that would not affect a conclusion about whether the 
Clintons were passive investors or hands-on investors? This was 
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obtaining the financing for the investment, as compared with man- 
aging the investment. Is that correct? 

Mr. Ericson. Again, I have not read this testimony. I have lis- 
tened to various of you describe the testimony, but if I take as ac- 
curate your description of the testimony I would say it would affect 
none of our conclusions. 

Mr. Ben-Veniste. Indeed, the question of how money was ob- 
tained to go into an investment prior to the inception of the busi- 
ness of that investment would not affect whether an individual was 
hands-on in running the business that was invested in? 

Mr. Ericson. I think that is true. 

Mr. Ben-Veniste. It’s pretty elementary stuff. 

If we could put up the chart to address this point, again, since 
it has been brought up about Mr. Ward. First, the conclusion that 
you reached, Mr. Ericson, about Mr. Ward being a straw man, and, 
of course, that issue was the subject of a civil trial in Little Rock 
back in 1987. 

Mr. Ericson. Not really. The transaction was the subject of a 
civil trial, but the issue in that trial was whether he was entitled 
to certain commissions. So far as I could tell — and I have read the 
transcript of the trial, and I have talked to trial counsel for Madi- 
son Guaranty — the issue of him being a straw or not being a straw 
entered that, if at all, only very tangentially. 

Mr. Ben-Veniste. Tangentially. And because the parties them- 
selves did not think it was terribly relevant? 

Mr. Ericson. That’s right. 

Mr. Ben-Veniste. Let’s look at your conclusions: 

[W]hile Mrs. Clinton drafted the May 1, 1986 option, nothing proves she did so 
knowing it to be wrong, the circumstances of the work point strongly toward inno- 
cent explanations, and the theories that tie this option to wrongdoing or to the 
straw-man arrangements are strained at best. 

Now is there anything that has occurred since you came to that 
conclusion in February of this year that would make you modify or 
change that conclusion, Mr. Ericson? 

Mr. Ericson. No. 

Mr. Ben-Veniste. Mr. Patterson. 

Mr. Patterson. No. 

Mr. Ben-Veniste. Further: 

[I]t is doubtful that the option caused any harm. It was never exercised. It did 
not cover up anything, nor did it prevent the FHLBB examiners from roundly criti- 
cizing the IDC/Castle Grande Project in their 1986 Report of Examination. While 
it became an issue in Ward v. Madison, neither Ward’s counsel nor Madison Guar- 
anty’s counsel thinks it was very important to the result, and a review of the trial 
transcript leads to the same conclusion. 

Again, simply carrying forward the point that you had just made 
that you had talked to the people involved and had come to this 
conclusion on the basis of accumulating the facts. 

Mr. Ericson. Yes. 

Mr. Ben-Veniste. Of course, you looked at the Bank Examiners 
Reports in response to an earlier question that suggested that you 
might not have done so, and it is quite clear from your earlier re- 
sponses and from the conclusion here stated that you looked at the 
Bank Examiners Reports. Indeed, I believe, interviewed the Bank 
Examiners? 
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Mr. Ericson. Yes. In fact, that was one of the very first things 
we did in this investigation back in February 1994, was look at the 
Bank Examiners Reports and we made constant reference to them 
throughout the investigation. 

Mr. Ben-Veniste. Now when did it appear clear or apparent that 
the Clintons had not engaged in any wrongdoing in the course of 
when you went through this material? Would that have been by 
the first draft of the Whitewater Report that we have talked about? 

Mr. ERICSON. I have a little difficulty with the question as it is 
phrased. I worked on different parts of this at different times 

Mr. Ben-Veniste. With respect to Whitewater. 

Mr. Ericson. With respect to Whitewater. 

Mr. Ben-Veniste. Right. 

Mr. Ericson. I certainly was of the view that there was no case 
to be brought against the Clintons as of the time I prepared the 
first draft. 

Mr. Ben-Veniste. And that was the draft that Mr. Stephens re- 
viewed? 

Mr. Ericson. Yes. Well, he reviewed several drafts, as I think he 
has testified, and I certainly will testify, but that was the first one 
he reviewed. 

Mr. Ben-Veniste. What were the other drafts that Mr. Stephens 
reviewed? 

The Chairman. Mr. Stephens, were you going to say something? 

Mr. Stephens. I was just going to add, that does not comport 
with my memory. I reviewed one draft of the report, if I remember 
correctly, in early November. 

The Chairman. Mr. Ericson. 

Mr. Ericson. Let me put it this way. I only recall discussing 
with Mr. Stephens the first draft. I believe I sent him one or two 
later drafts, and I think his timesheets reflect that he at least 
briefly may have looked at one or two of the later drafts, but I don’t 
think that he and I ever discussed them. 

Mr. Ben-Veniste. Was there any effort to 

Mr. Stephens. May I respond to that? That would probably ac- 
count for the 3 hours in January of 1995. There may have been a 
second draft that I spent 3 hours looking at at one point. 

Mr. Ben-Veniste. After looking at that draft, apparently you did 
not convey any further comments to Mr. Ericson? 

Mr. STEPHENS. I do not think I finished reading that draft, if I 
remember correctly. Three hours probably would not have been suf- 
ficient to read it. 

Mr. Ben-Veniste. So you read it, billed for it, and put it down? 

Mr. Stephens. I didn’t read 

Mr. Ben-Veniste. You didn’t finish it. 

Mr. Stephens. Right. Mr. Ericson didn’t ask for any comments. 

Mr. Ben-Veniste. You billed $600 bucks for partially reading the 
report; is that right? 

Mr. Stephens. I read part of the report for 3 hours and did not 
provide any comments. I was not asked for any comments, and it 
did not seem that any comments were appropriate in that cir- 
cumstances. 

Mr. Ben-Veniste. Did anyone prevent you from giving any com- 
ments you might have had? 
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Mr. Stephens. It was not my role in the engagement at that 
point in time to volunteer comments because I did not have a fac- 
tual predicate upon which to base those comments. 

Mr. Ben-Veniste. Did anyone prevent you from volunteering any 
comments, Mr. Stephens? Anyone from the RTC? Anyone from the 
firm of Pillsbury Madison & Sutro, or anyone else on the planet? 

Mr. Stephens. Well, in fact the RTC asked me to read all the 
reports when the reports were filed in December. I declined to do 
that because I had not been involved in the engagement. I thought 
it was improper and inappropriate for me to review those reports 
simply so the RTC could have my imprimatur on those reports. 

Mr. Ben-Veniste. Did anyone prevent you from providing any 
comment on the reports that Mr. Ericson sent you? 

Mr. Stephens. I was not “prevented” from doing something, Mr. 
Ben-Veniste, but in the dynamic of how the engagement was struc- 
tured, it certainly wasn’t something that I would reach out and do 
my own private investigation and then provide comments to Mr. 
Ericson and Mr. Patterson. 

If they had wanted my comments, if they had asked me to review 
certain materials, if they had wanted me to look at the predicate 
to review those reports, I probably would have responded to that, 
as I did earlier, that I will do anything you want me to do to assist. 
But it really wasn’t appropriate for me to reach out and start pro- 
viding comments based on suppositions that I might read in press 
accounts or something. 

Mr. Ben-Veniste. Well, you weren’t exactly 

Senator Sarbanes. Why did you bill the RTC for partially read- 
ing a report? 

Mr. Stephens. I billed them because at that point there was a 
question of whether I should review this report. It probably was 
sent to me by Mr. Ericson. At some point it was apparent that no- 
body was going to ask me for comments, so I just stopped reading 
the report. 

Mr. Ben-Veniste. So it was your view 

Mr. Stephens. Mr. Ericson could have written it off, if he had 
wanted to. 

Mr. Ben-Veniste. So you were just sort of passive there, that the 
people had to ask you for comments for you to give any. Did anyone 
ask you for comments the first time you gave the comments? 

Mr. Stephens. In November, yes. Mr. Ericson in a casual way, 
said, would you take a look at this and give me your thoughts, give 
me any thoughts you have, or ideas you have. 

Mr. Ben-Veniste. And then when you got the second draft, you 
thought that those instructions were inoperative and that you 
ought not to give any comments if you had any? 

Mr. Stephens. It may be that there were no comments asked for 
in the second draft. I got it, started reading it, and realized that 
there was no reason for me to read this. Maybe it would have been 
appropriate for me to write that time off. 

Mr. Ben-Veniste. Did you have any comments? 

Mr. Stephens. I don’t remember what that report said. 

Senator Sarbanes. I am not sure why you billed for it under the 
facts your are outlining for us. 

Mr. Stephens. Pardon? 
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Senator SARBANES. It is not clear to me why you billed time. 

Mr. Stephens. I spent 3 hours reading that report. 

Senator SARBANES. I understand that, but why did you bill for 
it on the basis of what you are now telling us? 

Mr. Stephens. I spent the time on the client matter. I reviewed 
or read the report for 3 hours, and I think it was appropriate. If 
the billing partner did not see any value in that, it was has option 
of course to write that time off. 

Mr. Ben-Veniste. Of course, he would not know that you did not 
regard, having been sent the draft as an invitation to comment? 

Mr. Stephens. It was his report. He was the billing partner. 

Mr. Ben-Veniste. Mr. Ericson, what was the purpose of sending 
that report? 

Mr. ERICSON. You know, I don't have any specific recollection. I 
think I just sent Jay a draft in case he had any comments or sug- 
gestions for me, and I probably just put it in an envelope and sent 
it to him. And, when I didn't hear back, I assumed he had nothing 
of substance to pass along and didn't think any more of it. 

Mr. Ben-Veniste. That seems pretty straight-ahead. And then if 
I understand your comments, Mr. Stephens, when a client asks you 
specifically to review the reports later on, you decline to do so? So 
then, rather than anyone telling you not to do something, you were 
invited to comment and you declined to do so because you had not 
participated 

Mr. Stephens. If I remember correctly in December 1995, shortly 
before the Pillsbury Reports were filed with the RTC, the client 
called one of my partners and asked that I review these reports. 
The client apparently was concerned that I might differ with them, 
or that the client — I don't know all the client's reasoning — wanted 
my blessing, somehow or other, so that there would be no differ- 
ences of views about these reports. 

We discussed that, Mr. Ericson, Mr. Patterson, and I. I said I 
thought it was inappropriate. I did not have the factual predicate. 
It did not seem appropriate for me to go back and get up to speed 
on the entire factual predicate simply to review the report from the 
RTC. I felt, frankly, it was inappropriate to ask me to read those 
reports. As a consequence, I declined. 

I think Mr. Patterson discussed that matter with the client and 
advised the client that the better part of discretion here would be 
that there was no reason to involve me in reading those reports or 
to get my imprimatur on those reports. 

Mr. Ben-Veniste. Mr. Patterson, what is your recollection? 

Mr. Patterson. I think that is substantially correct, Mr. Ben- 
Veniste. The client had asked — I think it wasn't, did not ask for 
Jay's imprimatur on the reports, but rather asked if Jay was “all 
right'' with these reports; and could I ask that he review them so 
they would know what his position was. Jay declined to do so; felt 
that he did not want to do so. I called the client back and said, 
that's what the situation was. They said, no problem. 

Mr. Ben-Veniste. Did Mr. Stephens at any time during this time 
period indicate to you that he took issue with the conclusions that 
were reached in the draft reports? 

Mr. Patterson. No, he did not. 

Mr. Ben-Veniste. Mr. Ericson. 
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Mr. Ericson. No. 

Mr. Ben-Veniste. Indeed, Mr. Stephens, you did not take issue 
with the conclusions that were reached because you claim you 
didn’t have the basis? 

Mr. Stephens. That is correct. I did not have a basis to comment 
appropriately on these reports. 

The Chairman. Let me ask you. Who was “the client”? Who at 
the end called and said, how does Jay Stephens feel about this, or 
whatever he or she said, and you can use your own words? 

Mr. PATTERSON. Mark Gabrellian would have called me and 
asked if Jay was all right with all of these reports, and would have 
asked me — or it could have been Bruce and I both — whether Jay 
could review the reports. We talked to Jay. He declined to do so. 
We advised the client, and that was the end of it. 

The Chairman. Mr. Stephens, you felt that this would be putting 
your imprimatur on this without having had the opportunity to 
really be involved in the product itself? 

Mr. Stephens. I think we all agreed that the individuals who 
had written the reports, who had done the vast majority of the in- 
vestigation, they should review those reports; that it would be 
somewhat, simply a perceptional exercise for me to review those re- 
ports; and that it really was not a fair use of the time and that 
it really was not appropriate to proceed that way. 

Mr. Ben-Veniste. Did anyone withhold from you, Mr. Stephens, 
the reports of interviews, depositions, or other materials associated 
with — had you made any request to review materials that was 
turned down? 

Mr. Stephens. No, Mr. Ben-Veniste, but in the context of doing 
a matter, it would be rather unusual, frankly, for the partner down 
the hall from me to make that same request: Can I see the deposi- 
tions, and the interview notes. 

While I was assigned to the matter, frankly I wasn’t doing any 
work on it of any substance certainly after November 1994, and it 
would have seemed rather strange for me to reach out and say, 
give me all those interview notes, I want to do my own little inves- 
tigation. I think that would have been inappropriate in the context 
of the dynamic of the way it was staffed. Mr. Ericson and Mr. Pat- 
terson are both very talented and very experienced, and they had 
conducted the investigation. It seemed rather inappropriate for me 
to reach out and try to do my own investigation. 

Mr. Ben-Veniste. The bottom line is that you did not make any 
request, and, therefore, nobody turned you down. 

Mr. Stephens. I think you are trying to characterize it unfairly. 
I stand by my comments. 

Mr. Ben-Veniste. So, if I were going to characterize this from a 
standpoint of you distancing yourself, I certainly could think of 
things much more extensive than have been brought forward here, 
Mr. Stephens. 

Thank you. 

The Chairman. We could go on and on and on. I have to tell you, 
though, this last matter I think takes on a certain light in terms 
of how some, indeed, without Mr. Stephens having signed off, so to 
speak, on this report, have used the fact and have even character- 
ized this report as one being headed by Mr. Stephens. 
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It would appear that there was an attempt to get his stamp of 
approval as it related to the work product that eventually became 
the report. As a matter of fact, to read the report, not even the 
work product, I think Mr. Stephens has given his testimony as to 
what he felt would have been necessary, and that would not have 
been appropriate. Indeed, you, Mr. Patterson, Mr. Ericson, and Mr. 
Stephens, discussed it. Was that right? 

Mr. Patterson. That’s correct. 

The Chairman. See, I don’t know whether or not the RTC was 
attempting to get a situation where there could be no correction, 
if Mr. Stephens read this; just, you know, after all then he agrees. 
He agrees with what happened, how it was done, how it was con- 
ducted, in the “Stephens Report.” 

Look, we could go back and forth on this. I believe that all of you 
have been straightforward and candid. Mr. Patterson, Mr. Ericson, 
and Mr. Stephens, we thank you for coming in and attempting to 
explain what you attempted to do in this report, what the report 
did, what its conclusions were, and how you arrived at them. 

Anything as extensive and as controversial as these matters, and 
where subjective views from people enter in, you are always going 
to have people who are going to second guess. That is not our role 
here. Our role was to determine what you did do, and the interpre- 
tations and the spins that various people place on these reports 
that certainly don’t reflect, necessarily, what your conclusions were 
or what you meant by them. So I think that is a fair statement. 

Let me comment at this time with respect to two witnesses. Mr. 
Hale, the potential of examining him, we are sending a letter out 
to his lawyer suggesting a time of, I believe, next Friday in order 
to depose him; and the following Wednesday, June 4th because of 
the recess, for possible public testimony. 

In addition, we have been informed by Mr. Watkins’ lawyer that 
he is still under a doctor’s care and I will let Counsels speak to 
that, about what if anything we will do about that. 

Again, I want to thank the witnesses for appearing, and I want 
to thank them for their candor. 

We stand in recess. 

Mr. ERICSON. Thank you, Mr. Chairman. 

Mr. PATTERSON. Thank you, Mr. Chairman. 

Mr. Stephens. Thank you, Mr. Chairman. 

[Whereupon, at 12:47 p.m., on May 17, 1996, the hearing in the 
above-entitled matter was recessed, to reconvene subject to the Call 
of the Chair.] 

[Appendix supplied for the record follows:] 
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appropriate, draft Authority to Sue memorandum and draft 
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litigation, if a case is filed. 
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CASE PLAN. 


A. 


Overview. 


We think the investigation should break-down into thkee 
discrete subject matter areas: real estate deal's^ check kiting; 

ahd overall pattern and practice of misconduct. 

Tb£ real estate deals include Castle Grande, Castle Wat4r 6 
Sewer Company , Campobello, Maplecreek Farms, Goldmine Springs/ 
1308 hain and 13th and Main (and possibly others, such as Eden 
Park/ Brittany Point and Fair Oaks). Issues include sel^- \ 
dealing, fraudulent conveyances at inflated values (land flips 
and/ improper and excessive payments to affiliates and cronies. 

To -the extent they may rise to the level of intentional \ 
misconduct, 1 issues also include regulatory violations, 
violations of the 1984 Supervisory Agreement and the 1986 Cease 
and Desist Order, and other unsafe and unsound practices that 
appear (a) to be intentional and (b) to have resulted in 
sub j rant : a i losses tc z he institution or cersor.al gain. 

! / 

i.e krcv relatively little about the check kite, ap 
_ intimation set forth in the criminal referral. It i n 

to ^involve approximately 12 entities. Here too a major qpes: 
is Whether the kite, even if proved, resulted in substantial 
losses to the institution or personal gain. / 

Finally, the issue of overall patterns and pract^icea arises 
for several reasons: First, regardless of the types^of claims 

thak may be asserted, we need to demonstrate that^dny wrongful 
conduct Tihat occurred was intentional misconducts; and not an 
isolated incident or inadvertent error. SBednd, some of the 

allegedswrdngful conduct is not specific £o any on e deal. 

Third, wfc^may wish to consider asserting civil RTCu claims and/ 
if so, we will need to establish a "pattern of racketeering 
activity" within the meaning of 18 U.S.C. $$ 1961(1), (5). 


i 


*?*-*>•/ Zz-l 

IT 2 -re 5 r/s 


B. 


Real estate deals. 


These, by their very nature, are document -intensive. They 
also are the subject of previous investigations (e.g., Gerrish) 
and previous litigation (e.g., the McDouqal criminal case and 
the Dixie Continent , Files , Frost & Company , Hale , Bill Henley , 
Tucker , Ward ana Whitener civil cases ) . To avoid reinventing 
he wheel, we need to start by reviewing, under standing and 


l\ The applicable statutes of limitations probably 1 junta us to 
such^claims . The statutes applicable to negligence apd gkpss 
negligence apparently have ekpiretfl See "12 U.S.Cr — ^ \ 

S 144 la(b) ( 14 ) , as modified by the Resolution Trust Corporation 
Completion Act of 1993, Pub. L. No. 103-204, 107 Stat. 2369, \ and 
by section 4 of the emergency earthquake relief act signed 
February 12, 1994. 
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thoroughly analyzing the very extensive documentary record of 
these /rfiatters, both for what assistance it offers us ('e.g., 
collections of key documentar; - iTTterview^notes ) and for what 
problems it presents (e.g., possible preclusive effect of\ 
previous settLefoant agreements and releases). 


/ 


We propose to assign a team, typically consisting of a real 
Estate transactional lawyer and a litigator, to eachpf thes* 
inattera'V as follows: 


/. 


/ 


Castle Grande and Castle Water & Power. 


Document volume and location : 

D.C.: Ward litigation (three boxes); portions of 

Gerrish and Ingersoll i Bloch reports (10 boxes and 
growing); portions of the OTS files (eight boxes). 


K.C. : 


-w. - 


Approximately 64 files, of which 27 appear 

ertment. 


\ .in tie Roc X : Unknown. / / 

/ / 

\ Potential witnesses or defendants : Lisa Aunspaugh; George 

Sett's! Steve Cuffman; William Darby; Don Denton; Paul Eckert ;j 
Davis Pitzhugh; J. William Pulbright; David Hale; Dwighh Harlan; 
D^vid\ Henley; James Henley; Larry Kuca; John Latham; James 
McDougal; Susan McDougal; Mitchell law firm; Robert Palmer; 

Paul; Charles Peacock III; R. D. Randolph; Jim Guy^Tucker; Se 
W aro{ Preddie Whitener; and Bob Wilson. 


>ci^i 


Special issues s Legislative and regulatory issues re 
Castle S^wejr and Water Company; backdatin g of docume 


ath 


fraud (Wa'rd); effect of settlements and releases. 

PM&S team : John Garrett; Louis Raymond; Michael Finnegan. 

2 . Campobello, Maplecreek . 

Document volume and location ! 

D.C.s Portions of Gerrish and Ingersoll & Bloch 
reports (10 boxes and growing); portions of the OTS files 
(eight boxes). 

K.C.s Approximately 214 files, of which 89 appear to 
be the most pertinent. \ \ 

Little Rocks Unknown. 


Potential witnesses or defendants ! Lisa Aunspaugh; George 
Betts; Eugene Pat Harris; David Henley; James Henley; Larry 
Kuca; James McDougal; Susan McDougal; Robert Palmer; Charles 
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Peacock/ III; R. D. Randolph; Saaaki Associates; Chria^Wade; and 
Bob Wilson. 


/ Special la sm & s i ' Heightened dif f iculty^of proving 
intentional misconduct with respect to theaeearly (pre- 
S^pervisory/ Agreement ) deals; violation of Interstate Land\Sales 
^ct (Cam^obello) ; f ile-atuf f ing (Maplecreek) . 

Chris Curtis; Vicki Randall; Kent Goa's 


PH&S team : 


/ 


/3 . 1308 Main, 13th fc Main, Goldmine Springs, Eden \ 

Park, Brittany Point and Fair Oaks . * 

/ Document volume and location : 

D.C.i None, other than a few memoranda, auch as three 
criminal referrals and the exhibits thereto. 

K.C.: Approximately 62 files, of which 23 appear 

Little Reck: Ctkncwn . 

\ \ , 

\ \ Potential witnesses or defendants : Lisa Aunspaugh; ^ugene 

Pat\ Harris; Bill Henley; James McDougal; Susan McDougal ;/ Jim ; Guy 
Tucker; Freddie Whitener; and Greg Young. 

PM&S team : John Garrett; Faith Kelly 

C\ Check kiting . 

ociiment volume and locations 

.C. i None, other than several 
the exhibits thereto. 

K . C . i Unknown . 




iffltnai referral and 


Little Rocks Unknown, but we understand that most 
documents relevant to this topic should be in Little Rock, 
perhaps in the hands of the special prosecutor. 

Potential witnesses or defendants ! Bill Clinton; Hillary 
- Clinton; J. William Fulbright; James McDougal; Susaiv-McDougal; 
'Stephen A. Smith; Jim Guy Tucker. 

PM&S team i Kathleen Collins; Ethan Feffer; Marvin\ Bartel . 

D. Overall patterns and practices . 


1 . 


Appraiser malpractice . 



The appraisal work performed by George Betts and Robert 
Palmer appears to be seriously deficient and possibly the result 



r \ 

resuJ 
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of intentional misconduct. Possible hurdles here maV include 
statutes of limitations and, at least in the case of George 
Betts'", an inability to_pay^ny--}udgment( Betts went through a 
chapter 7 bankruptcy f". Still, the appraisers could provexto t 
useful witnessed. ^ x 

/ / 

2. x fitle company wrongdoing . 

Madison Guaranty set up its own captive title company, 
Quapajr Title, using two employees lured from Mid-South Title 
(Clark and Tanner). Quapaw’s practices appear to be ser£pusly\ 
deficient and possibly the result of intentional misconduct. 
Quapaw Title no longer exists. 

/ Document volume and location ? 

K.C.: Unknown (the views expressed above are bas^ 

largely on a review of specific transactions rather th^ 
files maintained by Quapaw itself). 

Little Rock: “r.kncwr.. except that the Arkansas 

Insurance Cotrjr.iss *c:*.er ray have cccuments on m i c r c : 1 1 ry 
ralat.r.g to Quapaw s existence and dissolution. 


opii 


3 . Attorney misconduct . 

Both the Mitchell firm and the Rose firm issued "clean" 
opinions to Madison Guaranty's auditors indicating that coun^ 
woke aware of no actual or potential claims against Madison 
Guaranty. At least in the case of the Mitchell fitm, issuan^ 
of such \n opinion is very difficult to reconcile with facts 
which\the\firm* s lawyers must have known, giVen their 
involvement) in some of the real estate deals mentioned above. 


Potential witnesses or defendants i Hillary Clinton; Jim 
Guy Tucker. 

4 . Self-dealing and fraudulent conduct. 


A pattern of self-dealing and apparent insider abuses seems 
to run through these transactions. He should investigate the 
idea that Madison Guaranty was run essentially to facilitate 
such misconduct. He are struck, for example, by Madison 
'inancial’s articles of incorporation, which appear 
rontemplate and indeed bless self-dealing. 

Document volume and location i 

D.C.: OTS records (eight boxes) and othez iaory 

n mm pn f n 



K.C.i Articles of incorporation, by-laws, board 
minutes and records, and other general corporate documents. 
As noted, we have uncovered some oddities in the articled 
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of/incorporation of Madison Financial. These suggest that 
self -dealing was contemplated from the outset. 

LittleRoCJcT We suggest subpoenaing Deloitte 
Touche, as^Madison fired Deloitte in l^lTis^Some review of 
corporate financial records may be needed. ^XWe also 
suggest review of files pertaining to key witnesses (e\g., 
Tucker, Ward). Many of the key players borrowe&^money ^or 
personal reasons from Madison Guaranty. 

/ Potential witnesses or defendants : In addition to Vhose 

listed above, Karen Bruton, Paul Castleberry , Steve Cuffm^n an\j 
Pat/ Heritage, and auditors from Deloitte & Touche. 

I Special issues : 

Effect of bankruptcy discharges: Betts; McDougal; Latham. 

Effect of settlements and releases in prior civil cases: 


& Ccrpany, Hale, Sill : x er lev,/ 


.--.or, Vd:: ar.d Wr.itener civil cases. 


Jay 


-c to ; cur reai estate t ear../ 


Liaison with other investigations . 

yWe need to avoid friction with other investigation^ (e. 
the special prosecutor) and, where possible, effect e^onomie^ by 
cooperating. 

\ 

>Mg$ team : Charles Patterson; Jay Steph 


Bposltlons and financial condition discovery. 

To the extent desired by the RTC, once targets are 
identified, we need to subpoena their personal financial 
statements and depose them on these and merits -related subjects. 

PM4S team : Charles Patterson; Jay Stephens; Bruce Ericson. 

G. Legal research . 

A number of l33uas have appeared already, and more will 
-emerge as we progress. The issues that already have ^appeared 
Include: T 

Effect of discharges in bankruptcy. 

Effect of settlements and releases in prior 



3. Construction of statute of limitations extender 
legislation. 




-5- 


S-TH00443 


3255 


4. Statutes of limitations and tolling doctrines 
applicable under Arkansas law (counting backwards from x February 
28, 1$89), Including fxaudulent~coneealjnent and adverse 
domination. 

5. Elements of causes of action under Arkansas law 
funding ifi fraud and "intentional misconduct," andhrelated 

^heories/of liability such as civil conspiracy and aider and N 
/abetter^ 

,6. Control of documents and access to evidence (e. 

Fed./R. Grim. P. 6(e)). 

P M&S team : Bruce Ericson; J. Daniel Davis; Marta BecJijwith^. 

H. Drafting of recommendation and related papers . 

PM&S teams Bruce Ericson. 


i i r% r— u I - • • » w ^ A * T. ^ ^ - 4 ■ ^ ~ '* * - ' ’ w ~ Ft I 

\ rough schedule, bearing in mind that, as always in litigation ,/ 
\jnany things may be outside our control: / 

Event 

Complete basic document review 
Serve subpoenas on third partv^wiTtnesses 
Complete third party inter views 
Complete target subpoenas and depositions 
Complete recommendation 


wi:n the 


- u - -• ^ 1 



III. BUDGET . 

Our proposed budget is attached. There are, of course, 
considerable uncertainties here that could affect the cost of 
:hia investigation. We have no idea what, or how many^ 
locuments we will find in Little Rock. We also have ho idea how 
negotiations with the Special Prosecutor will progress^ \ 

On the budget itself, please subtract from the totals the 
rerhead/contingency* and "overhead/diskT* numbers (lines. 100 
and^lrO-l-^ — The software automatically adds ln_theflS-numbera> but 
they have no meaning and should be disregarded. 

Attach . 
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Transaction 

1 

3A 

3B 


6 

8 

9 


Chart 

8 

9 

10 

11 

12, 12A 
13 


Disbursement Out of 
Madison Guaranty or 
Affiliate 


Deposit Into 
Whitewater 



Bonus 


14 


nol 


As can be seen, there is 
dollar amount of the disbursement 
amount of the associated deposit 
for this: 


neo 
out 
into \A 


from them to Whitewater is not uni 
pattern of funds transfers by the M 
owned or controlled. In these yea 
vto pay their debts, so they moved 


of 



46.000 
900,949 
112,872 

30.000 
$1,221,590 


^ssarily any relationship between the 
Madison Guaranty and the dollar 
hitewafer. There are several reasons 


First, the movement of funds among McDougal-controlled entities and 


que t ut only one example of a broader 
cDougals between and among entities tNey 
s, tho McDougals lacked the money needed 
■none/ between entities as needed to pay 


obligations i<y thire^ persons/— A-desire t&^epesit money inte-Whttewatdr for 
Whitewater's ultimate benefit cannot be assumed to be the primary rationale 
behind a particular transaction; other debts may have loomed much larger. 

Second, a disbursement out of Madison Guaranty cannot be assumed lo 
have-resolted-in-a-loss ordamages-taMadison-Guaranty— T ypic a llyrthQse 
/disbursements were not loans that went unpaid. Instead, typically they were 
/ payments to vendors or employees (including McDougal). 8 Because these* 

/ disbursements were not loans, Madison Guaranty had no expectation of 
' repayment. Therefore, these disbursements caused a loss to Madison 

Guaranty only if the vendors or the employees were not entitled to receive the 


7 ^Preliminary Report at 5. 


howc 


disbi rsement: 



8 N Ambgg the nine transactions and the McDougal bonus, the only disbursement out \f 
Madi ;onX5uar&qty that took the form of a loan was part of transaction 8. As the t^ble shoWs. 
ever, tn^doliir^amount of that loan ($825,000) exceeds the sum of the other \ 
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DIMX_flL.JQflHVA Xu OTSiygR 


I. 12/2/93 - 1/9/94, lines 1-3: Whitewater 

(Clinton's real estate investments) and Madison S4L dominate the 
news. Clear lesson: release everything right avay. 

II. 1/24-2/12/94, lines l forward: Two extremes: in 

DC spent long hours v/ RA going over how he should handle the 
RTC's investigation of Whitewater. The statute of limitations on 
Madison Guaranty cases was supposed to expire 2/28. Should RA 
recuse himself or should he stay involved. The hurdle was so 
high (fraud) that it seemed unlikely the RTC would bring suit or 
seek a tolling agreement from BC/LHRC, but the chance existed. RA 
originally decided to recuse himself but under intense pressure 
from the White House, he said he would make the final 
determination based on a recommendation from Ellen Kulka, the GC. 
The GOP through D' Amato began a countdown to the 28th which was 
particularly ironic since he had voted against extending the 
statute during the RTC reauthorization period. As it turns out, 
RA's problem will probably pass when the Congress decides to 
extend the statute once again. Pressure on RA will certainly 
mount next week when Congress holds hearings on the RTC given 
that Ricki Tiegert the FDIC nominee declared that she would 
recuse herself from all Madison related issues due to her 
friendship w/ the Clintons. The WSJ also got into the act w / a 
scathing attack on RA and Gene Ludvig. 

III. and IV. 2/13-2/27/94, line 7 forward:. Every now 
and again you watch a disaster unfold and seem powerless to stop 
it. For weeks we have been battling over how RA should handle 
the RTC investigation of Madison Guaranty S4L. Initially, we all 
felt that he should recuse himself to prevent even the appearance 
of a conflict. At a fateful WH mtg w/ Nussbaum, Ickes and 
Williams, however, the WH staff told RA that it was unacceptable. 
RA had gone to brief them on the impending statute of limitations 
deadline and also to tell them of his recusal decision. They 
reacted very negatively to the recusal and RA backed down the 
next day and agreed to a defacto recusal where the RTC would 
handle this case like any other and RA would have no involvement. 
We are very concerned that at the RTC oversight hearings the GOP 
would hammer avay at the recusal issue so we renewed discussions 
w / the WH about what RA would do when his term expired on March 
30. Once again they were very concerned about him turning the 
RTC people they didn't know so RA did not formally commit himself 
to stepping down (he could stay on if" we had formally nominated a 
successor) . At the hearing, the recusal amazingly did not come 
up. The GOP did hammer away at whether RA hid had any mtgs. w/ 
the WH. He admitted to having Had one to brief them on the 
statute deadline. They also asked if staff had met, but RA 
gracefully ducked the question and did not refer to phone calls 
he had had. The next day, the NYT ran a front page story on the 
mtg. The heat was on. We spent a tortured day trying to decide 
if he should recuse himself. I spoke v/ Podesta to let his know 


41-383 97-52 


3258 


of our deliberation*. Very frustrating that he was the chosen 
point of contact since he clearly was not in the complete 
confidence of George and Harold. After Howell Rains from the NYT 
called to say that they were going to write a brutal editorial, 

RA decided to recuse himself. Harold and George then called to 
say that BC was furious. They also asked how Jay Stephens, the 
former USA, had been hired to be outside counsel on this case. 
Simply outrageous that RTC had hired him, but even more amazing 
when George then suggested to me that we needed to find a way to 
get rid of him. Persuaded George that firing him would be 
incredibly stupid and improper. The NYT ran a very mean 
editorial which referred to the "bone headed conclave convened by 
RA." Lessons: Do what you think is the right thing early 

(recuse) ; remember that everything might eventually be asked 
about under oath; don't let the WH get involved in any way. 

V. 2/13-27/94: Such an incredible city. Been 

battling w/ the RTC/Madison. Wrote two pages about what's been 
going on, suddenly realized that I could be subpoenaed like 
Packwoods and the most innocuous comments could be taken out of 
context. So on that subject, nothing. 
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STATEMENT 

Mark D. Fabiani 

Special Associate Counsel to the President 
May 17, 1996 

Republican hypocrisy has reached new lows. The Pillsbury 
Reports -- the result of two years and $4 million worth of work 
for federal regulators at the RTC -- vindicated the President and 
Mrs. Clinton. The Republicans did not like this conclusion, so 
first they tried to cover up the Pillsbury Reports. Now that the 
Reports have finally been made public, Republicans are trying to 
obscure the plain language of the Reports in the fog of Senator 
D' Amato's endless hearings. The Pillsbury Reports speak for 
themselves, and they support what the President and First Lady 
have said all along. No amount of Republican hypocrisy can 
change that fact. 
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Ms. Hanson. No. 

Senator Murray. Do you know of anybody or have you yourself 
ever seen the criminal referrals? 

Ms. Hanson. I have never seen the criminal referrals. 

Senator Murray. Thank you. 

Mr. Chairman, from my unique perspective, way down here, it 
seems to me that the chairs are getting empty and the yawns are 
getting larger so I'll yield back my time. 

The Chairman. Do I understand you need to take a short break? 

Ms. Hanson. Yes. 

The Chairman. I don’t want your lawyer deciding it. I want you 
deciding it, and there’s a big difference between the two. I mean, 
I’d gotten an indication that you needed one, but if that’s his think- 
ing and not yours, we’re going to continue, no disrespect to him. 

Ms. Hanson. Let’s continue for a few minutes. 

The Chairman. Very good. 

Senator Hatch, you’re going to finish your line of questioning 
now. 

Senator Hatch. I’ll try to finish this time. 

Ms. Hanson, when we finished before, you had called Mr. Nuss- 
baum on February 8, 1994, and I wasn’t quite sure what your an- 
swer was, but as I understand it, at the time you called him, you 
were of the view, personally, that the RTC civil case would not be 
handed over to Mr. Fiske at that time. 

Ms. Hanson. I don’t remember what my view was, at that point, 
sir. I’ve told you what I understood from Ms. Kulka. 

Senator Hatch. You don’t recall conveying that to Mr. Nuss- 
baum? 

Ms. Hanson. I don’t. 

Senator Hatch. You’re not denying that you may have conveyed 
it to him at that time, are you? 

Ms. Hanson. Fm not denying it. I don’t recall. 

Senator Hatch. Let me jump ahead a few weeks to February 24, 
1994, the day that Mr. Altman testified before the Banking Com- 
mittee. On that day, you received a call from Neil Eggleston. Is 
that right? 

Ms. Hanson. That’s correct. 

Senator Hatch. On February 24, 1994. He was an attorney in 
the White House Counsel’s Office. Correct? 

Ms. Hanson. Correct. 

Senator Hatch. He was, then, working for Mr. Nussbaum? 

Ms. Hanson. Yes. 

Senator Hatch. And Mr. Nussbaum called to ask you whether 
former U.S. Attorney, Jay Stephens, was the lead outside counsel 
representing the RTC in the Madison Guaranty matter? 

Ms. Hanson. This was after the hearing on February 24, 1994, 
yes. 

Senator Hatch. It was clear to you that Mr. Eggleston viewed 
this as a problem, wasn’t it? 

Ms. Hanson. He just asked me the question. 

Senator Hatch. He wasn’t the only Administration official who 
complained to you about the RTCs hiring of Mr. Stephens, was he? 

Ms. Hanson. He was the only White House official that I spoke 
to about the matter. 
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Senator Hatch. But he wasn’t the only one who complained to 
you about it, was he? 

Ms. Hanson. There were other people in the Treasury Depart- 
ment that I spoke to. 

Senator Hatch. Anybody else in the Administration? 

Ms. Hanson. In the White House, no. 

Senator Hatch. In fact, Joshua Steiner, the Chief of Staff to 
Treasury Secretary Bentsen, had told you that he thought Ellen 
Kulka should be fired for hiring Stephens, hadn’t he? 

Ms. Hanson. Yes, he did. 

Senator Hatch. Michael Levy or Levy — I don’t know how you 
pronounce it — who also works at Treasury, was part of this discus- 
sion you and Mr. Steiner had with Treasury. Is that correct? 

Ms. Hanson. That’s correct. I had several conversations with Mr. 
Steiner, but there was one where Mr. Levy was present. 

Senator Hatch. Mr. Levy pointed out that lawyers hire lawyers 
based on their expertise as lawyers. Isn’t that, basically, what he 
said? 

Ms. Hanson. That’s my recollection. 

Senator Hatch. You agreed with him. Right? 

Ms. Hanson. That’s right. 

Senator Hatch. Around this time, either Mr. Altman or Mr. 
Steiner telephoned you to ask how Jay Stephens had been hired. 
Is that correct? 

Ms. Hanson. I was asked. I don’t recall if it was in a telephone 
conversation. 

Senator Hatch. Do you remember whether it was Mr. Altman or 
Mr. Steiner who called you at that time? 

Ms. Hanson. I don’t recall. I believe that my conversations were 
with Mr. Steiner, but I don’t recall. 

Senator Hatch. You told Mr. Altman or Mr. Steiner that Mr. 
Stephens was hired through the normal RTC contracting proce- 
dures. Isn’t that what you said? 

Ms. Hanson. That’s correct. 

Senator Hatch. In fact, you said that you were certain this was 
the case. 

Ms. Hanson. That’s correct. 

Senator Hatch. But Mr. Aitman or Mr. Steiner, nonetheless, in- 
sisted that you check to see if there was anything irregular in the 
process in which Jay Stephens was hired. 

Ms. Hanson. I was asked to check 

Senator Hatch. Double-check it. 

Ms. Hanson. To double-check how he was hired. 

Senator Hatch. You understood, at the time, Mr. Steiner was ex- 
tremely unhappy with the fact that Jay Stephens had been hired. 
Isn’t that right? 

Ms. Hanson. I wouldn’t say — I wouldn’t characterize it as ex- 
tremely unhappy, but yes. 

Senator Hatch. He was unhappy. 

Ms. Hanson. Yes, he was unhappy. 

Senator Hatch. In another conversation with Mr. Steiner, he 
asked you whether the RTC civil action could be given to the 
Whitewater Independent Counsel, Robert Fiske, rather than Ellen 
Kulka #r Jay Stephens. Isn’t that correct? 
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Ms. Hanson. I understood the question was whether the Inde- 
pendent Counsel could assume jurisdiction of the RTC investiga- 
tion. 

Senator Hatch. That was in another conversation with Steiner, 
he asked you whether the RTC civil action could be given to the 
Whitewater Independent Counsel instead of the other two, Kulka 
or Stephens. 

Ms. Hanson. I understood it to be Stephens. 

Senator Hatch. Right. You also knew, didn't you, that Mr. 
Steiner was receiving calls from the White House about Jay Ste- 
phens? 

Ms. Hanson. I understood that. 

Senator Hatch. Let me go back to that other question. In an- 
other conversation with Steiner, as I understand it, according to 
your deposition, he asked you whether the RTC civil action could 
be given to Whitewater Independent Counsel Fiske rather than to 
Kulka or Stephens. Do you remember stating that in your deposi- 
tion? 

Ms. Hanson. Rather than Stephens? 

Senator Hatch. Rather than Fiske— excuse me, Fiske rather 
than Kulka or Stephens. 

Ms. Hanson. Rather than Stephens, not Kulka 

Senator Hatch. Kulka and Stephens. 

Ms. Hanson. She’s the General Counsel of the RTC. 

Senator Hatch. I mean Kulka and Stephens, yes. I think your 
deposition says, “I also recall a conversation with Mr. Steiner in 
which he asks whether the Independent Counsel could take over 
the civil investigation in lieu of Mr. Stephens,” and it goes on from 
there. Do you remember saying that? 

Ms. Hanson. Do I remember saying what? 

Senator Hatch. In your deposition that I just read to you. 

Ms. Hanson. Yes, I do. 

Senator Hatch. And that’s accurate? 

Ms. Hanson. To my recollection, yes. 

Senator Hatch. You also knew, didn’t you, that Mr. Steiner was 
receiving calls from the White House about Jay Stephens? 

Ms. Hanson. Yes, sir. 

Senator Hatch. In fact, Mr. Steiner told you the people at the 
White House wanted to see if they could get rid of Jay Stephens. 
Isn’t that correct? 

Ms. Hanson. That is correct. He did say that. He said — what I 
recall him saying is, “Do you believe that they want to see if they 
can get rid of Jay Stephens and everyone agreed and understood 
that was ridiculous.” 

Senator Hatch. Do you recall what dates those conversations 
took place? 

Ms. Hanson. It’s my recollection that they took place after the 
testimony — the end of the day — later in the day, on February 24, 
1994, possibly running; over to the morning of February 25, 1994. 

Senator Hatch. Ana others may have been several days earlier? 

Ms. Hanson. Others? 

Senator I^tch. With Steiner? 

Ms. Hanson. No, they were all within a very close time frame. 


Senator Hatch. But some of them may have taken place on Feb- 
ruary 25, 1994. 

Ms. Hanson. I just don't recall, sir. It all happened within a very 
brief time frame. 

Senator Hatch. Just a couple other questions. Ms. Hanson, 
would you agree that one of the concerns underlying the confiden- 
tiality of criminal referrals is that the premature disclosure can 
jeopardize the prosecution itself? 

Ms. Hanson. That’s correct, sir. 

Senator Hatch. Did you not run such a risk when you informed 
the White House of the proposed Madison referral on September 28 
and 29, 1993? 

Ms. Hanson. I know Mr. Nussbaum to be a man of great integ- 
rity, an able lawyer. That was the person that I was giving that 
information to. I expected that he would use that information only 
for the proper governmental purpose that I gave. In fact, every 
piece of information that I was given by Mr. Roelle has appeared 
in the newsprint somewhere so, if there was a problem with jeop- 
ardizing the prosecution, it happened from the leaks out or the 
RTC and not from my conversation with Mr. Nussbaum. Mr. Nuss- 
baum and I are two officials of the Executive Branch who are both 
bound by the Office of Government Ethics regulations. 

Senator Hatch. Ms. Hanson, I was very interested in your state- 
ment to Senator Gramm, that the reason you contacted Bernard 
Nussbaum regarding the criminal referrals was that Mr. Nuss- 
baum was the person at the White House in charge of investiga- 
tions. I think that was the word you used. 

Ms. Hanson. I don’t believe that's quite what I testified, sir. 

Senator Hatch. That was my recollection, maybe I misconstrued 
it, but that’s — if that was so, then, that may be a breach in the 
well-orchestrated claim by the Administration 

Ms. Hanson. What 

Senator Hatch. — that all actions were taken in anticipation of 
press leaks. I’m just noting that for the record. If you didn’t, that’s 
OK, but that was my recollection. 

Ms. Hanson. What my testimony was, if I could just clarify it, 
please, is that the internal White House procedures designated Mr. 
Nussbaum, the Office of Counsel to the President, as tne contact 
for any discussions relating to anything involving an investigation, 
so as a— he was, as I understood it, with respect to the internal 
White House policy, the person who was the appropriate person to 
contact. 

The Chairman. I just want to take a moment here. I was review- 
ing two documents that were given to me by the Counsel on the 
Republican side. We’ll put the coding numbers in the record. One, 
is this list of talking points for Roger Altman’s informational meet- 
ing with Mack McLarty, dated 2/2/94, at the bottom of which was 
this briefing point where Mr. Altman indicated that he had decided 
he was going to recuse himself from the decisionmaking process as 
Interim CEO of the RTC and so forth. 

Then, there is a subsequent briefing document, which, appar- 
ently, ^as use$l by you and others up here^on the Hill, that has 
the same items, although it drops off the last item, which is the 
recusal item. You made a passing reference, a few moments ago, 
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Copyright 1996 Chicago Sun-Times, Inc. 

Chicago Sun-Times 

January 21, 1996, SUNDAY, Late Sports Final Edition 
SECTION: EDT ; Pg . 32 
LENGTH: 707 words 

HEADLINE: Fact Fights Fiction Over Whitewater 
BYLINE: Hillary Clinton 

BODY: In 1992, in the midst of the presidential campaign, a 

story was reported about land in Arkansas that my husband and I 
invested in during the late 1970s. 

„ Now, four years later, the Whitewater matter has been 
investigated by two congressional committees, two independent 
counsels, the Resolution Trust Corporation and scores of 
reporters. There have been 45 days of hearings in the Senate and 
House. The White House and our lawyers have turned over 50,000 
pages of documents, and the president and I have answered every 
question put before us. 

I personally have been interviewed by the Federal Deposit 
Insurance Corporation and the independent counsel, and have 
answered questions in writing submitted by the RTC and Sen. 
Alfonse D' Amato's committee. 

Close to $ 30 million in taxpayer money has been spent 
investigating Whitewater. But none of these exhaustive inquiries 
has turned up evidence that we did anything illegal, unethical or 
wrong . 

Still, the questions keep coming. And so do the allegations 
and insinuations, even though we continually knock them down. 

I want to assure the American public that we will continue to 
cooperate with all reasonable inquiries, as we have in the past. 
Nobody wants to end this controversy more than we do. But it 
becomes increasingly difficult to do so when the facts are lost 
in a blizzard of innuendo and shifting accusations. Let me give 
you an example of what I mean. 

An independent inquiry, completed last month, found no 
evidence of wrongdoing on our part and called for an end to the 
RTC's investigation of Whitewater. But weeks passed before 
congressional investigators were willing to release these 
findings to the public. They did so only after heavy pressure 
from Democratic members of the Senate committee. 

Since most Americans never heard about this report, let me 


3267 


fill you in. It was conducted for the RTC by one of the nation's 
leading law firms, Pillsbury, Madison & Sutro. It took more than 
two years to complete and cost nearly $ 4 million. A prominent 
Republican, former U.S. Attorney Jay Stephens, headed the 
inquiry. 

It concluded that the president and I were passive investors 
in a failed land transaction and lost more than $ 40,000 on 
Whitewater, as we have said all along. It also concluded that we 
had little knowledge and no control over the Whitewater project. 

Further, it affirmed what we have said from day one: that we 
had no knowledge of any money flowing from Madison Guaranty 
Savings & Loan to Whitewater, and that we did not receive any 
loans or dividends from the savings and loan. (Madison Guaranty 
was acquired by our partner in Whitewater, James B. McDougal, 
some years after we invested in the project.) 

^ As for matters relating to Madison, the report found no 
evidence that I had any knowledge of any wrongdoing on the part 
of the savings and loan while I was at the Rose Law Firm. 

Billing records located after the report was completed confirm 
that I did minimal legal work on Madison --an average of about 
one hour a week over 15 months, just as I have said from the 
beginning . 

Despite these findings, there was no news conference, no 
announcement, no effort by congressional investigators to make 
them public. 

This detailed and impartial report was finally released last 
week, but only after one member of the committee told his 
colleagues, "The committee makes much ado about supposed failures 
of the White House to turn over documents, while it refuses to 
release voluminous documents that strongly buttress the Clintons' 
statements about Whitewater." 

With each new round of allegations, we have responded with 
documents and facts. And each time we do, more questions are 
conjured up, shifting the ground once again. 

As one veteran columnist observed, the investigations "promise 
horrors and prove nothing." 

What will happen next during this presidential election year? 

I don't know what to expect. But I do know that we will continue 
to cooperate and give answers to questions about events that took 
place 10 to 20 years ago. 

I also know that the American people are fundamentally fair. 
And in the end, I'm sure they will be able to separate fact from 
fiction, and to tell the difference between truth and 
scandal -mongering . 
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Mr. Burge. Yes, sir, it was. 

Mr. Chertoff. And just so we are clear, this property 
that the McDougals and the Clintons were financing through 
your bank, they were not buying it for their own house, or 
houses, they were buying it- -it was raw land that they were 
going to subdivide and try to sell? 

Mr. Burge. That's correct. 

Mr. Chertoff. So it was kind of a speculative real 
estate venture? They were essentially hoping to make money 
on the sale of the property; right? 

Mr. Burge. That is correct. 

Mr. Chertoff. And their ability to finance it, or to 
pay back that debt depended significantly upon how well that 
project was operated; right? 

Mr. Burge. That is correct. 

Mr. Chertoff. Now did you know that the down payment, 
the $20,000 down payment, was itself borrowed from another 
bank at the time you made the $182,000 loan? 

Mr. Burge. No, sir. 

Mr. Chertoff. That was not disclosed to you at all? 

Mr. Burge. I didn't know about it. 

Mr. Chertoff. Would that have made a difference to you? 

Mr. Burge. All factors being considered, it may have 
had an impact on our decision. 

Mr. Chertoff. So had you known the fact that the down 
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payment that you received, the 10 percent, was itself a loan 
from another bank, that would have had some impact on your 
thinking? 

Mr. Burge. It may have. 

Mr. Chertoff. Certainly it is something you would have 
wanted to be told? 

Mr. Burge. I'm sure. 

Mr. Chertoff. Now, Mr. Burge, am I right that the 
$182,000 loan was actually too big a loan to a single- -for a, 
single project for your bank to make? 

Mr. Burge. Yes, sir; that's correct. 

Mr. Chertoif. Explain why that is. 

Mr. Burge. At that time in Arkansas, most state banks 
were under a legal loan limit of capitalization at 20 
percent of total capital. Again, the amount of the capital 
in the bank escapes me at the present time, but our legal 
loan limit was probably about $150,000 to $160,000. 

Mr. Chertoff. So you were really not in a position as a 
bank to make the entire value of the loan within your own 
bank? 
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Mr. Burge. That's right. 

Mr. Chertoff. $182,000 was more than you were allowed 
to make? 


Mr. Burge. That's correct. 

Mr. Chertoff. So how did you deal with that? 
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loan to a 17 percent loan, or an 18 percent loan. 

I remember the discussion about it. There was a little 
bit of humor that went with it: after all the work that was 

done on changing the usury statute, we have to pay this 
higher rate of interest? 

But I assumed at that time it was more of an in- jest 
type of thing . 

Mr. Chertoff. Who said that? 

Mr. Ritter. I don't remember if it was Mrs. Clinton or 
Mrs. McDougal, but I think it was Mrs. Clinton. 

Mr. Chertoff. So it is clear to you, at least in your 
discussions with Mrs. Clinton, you had had discussions about 
the amount of interest; she was aware of the terms of the 
loan; she was aware of the interest rate; and you had a 
conversation with her about it? 

Mr. Ritter. I presume she was aware of all that. I 
believe that she signed the document in my office, along 
with Mrs. McDougal. 

Mr. Chertoff. And she appeared generally knowledgeable 
to you about financial matters, Mrs. Clinton did? 

Mr. Ritter. There was nothing that indicated 
differently . 

Mr. Chertoff. Would you agree that- -and I am going to 
refresh your memory from your deposition- - 


Mr. Ritter. Okay. 
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Mr. Chertoff. --at page 52. 

"Did both ladies appear to be knowledgeable about th^ 
loan, about the real estate deal? 

"Answer: They seemed to be, and they seemed to be 

knowledgeable about the interest rate and everything else. 

Mr. Ritter. That is true. 

Mr. Chertoff. Did you also have telephone contact with 
Mrs. Clinton about the loan? 

Mr. Ritter. Yes, sir. 

Mr. Chertoff. And on how many occasions? 

Mr. Ritter. I don't remember how many, but at least 
once. And tniuugh her staff occasionally there was 
documents that was needed, so the follow-up would have been 
through there. 

Mr. Chertoff. Would you agree with me that you thought 
Mrs. Clinton as well as Mrs. McDougal were both pretty 
sharp, and they were fairly knowledgeable about real estate 
and the transactions? 

Mr. Ritter. I had that impression; yes, sir. 

Mr. Chertoff. Now I want to ask, still focusing on this 
loan, did you- -what is the concept of loan- to- value? 

Mr. Ritter. Well my opinion of course is probably 
different than my predecessors simply because I viewed it as 
speculative land for one thing, and probably would have 
expected more of a down payment than that, but be that as it 


3273 


2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


65 

Mr. Denton, Senator Simon asked you a question earlier 
about whether the President asked you to do something 
illegal, indirectly. 

Could you elaborate on that, sir? What did he ask you 
to do, and through whom? 

Mr. Denton. Sir, I was attempting to make sure I 
understood the question. I did not recall that it was 
limited to being illegal. 

My thought process was that many times transactions 
occurred that the instructions or requests did not come 
directly from Bill Clinton. 

As an excuuple, the $20,000 loan that Union Bank made 
came to me through an emissary, and perhaps through a couple 
of them before I received it. That was my point I was 
attempting to make. 

In my opinion, that was not an acceptable banking 
practice in extending that loan. 

Senator Faircloth. Who asked you to extend the loan? 

Mr. Denton. An emissary for the owner of the bank asked 
that that loan be granted. 

Senator Faircloth. An emissary for the owner of the 
bank came to you as Executive Officer of the bank? 

Mr. Denton. That is correct. 

Senator Faircloth. Let me follow this now. 

The owner of the bank sent you word that you ought to 
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extend this loan? 

Mr. Denton. That is correct; yes. 

Senator Faircloth. But you didn't, as executive of the 
bank, didn't think the loan ought to be extended? 

Mr. Denton. I'm sorry? I did not understand the last 
words . 

Senator Faircloth. You did not really think this loan 
should be extended? 

Mr. Denton. The point I make, in distinction, sir, is 
that had it been an arms' length loan by a client walking 
in off the street, I likely would not have granted that 
loan. 

Senator Faircloth. In other words, if the orders had 
not come down from the owner of the bank, you would not have 
extended the loan; you would have foreclosed? 

Mr. Denton. A number of circumstances would have 
entered into that picture . The loan^with the information 
that I had in hand with the financial information of the 

A 

borrowers that was supplied to me, under those conditions 
that loan would not have been granted. 

Senator Faircloth. Who came to you? 

Mr. Denton. It was either Gene Smith or Paul Berry who 
were employed by the bank and worked directly for Herbert 
McAdams, the owner. 

Senator Faircloth. Did the people that came to you, Ms. 
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A Jim was -- Mr. McDougal was very successful 
in a number of his land deals up to this one. 

Q All right. Just to close the loop on the 
$20,000 loan, so it is your memory that it was Bill 
Clinton as opposed to Mr. McDougal who talked to you 
about the loan, about having the bank make that loan? 

A He was the one that -- he discussed that he 
was contemplating, he and Mrs. Clinton were 
contemplating buying a piece of property on the White 
River, and I said well, if you need to borrow any 
money, I am sure we will like to handle it, which was 
my routine remark to all customers that I had a 
responsibility for when they expressed a credit 
need . 

Q At what point - - 

A I didn't want them to go to some other 
bank. We would lose their business. 

Q At what point did you come to learn that 
the loan was not to finance the purchase of a piece 
of property for Mr. and Mrs. Clinton, but was in fact 
part of this larger deal to buy land and then sell 


lots? 
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INTRODUCTION 


FillsDuryi Madison & Sutro LLP ("PM&S") was retained by the Resolution 
Trust Corporation to assist in the investigation of possible"avil claims against 
individuals and entities associated with Madison Guaranty Savmgs & Loan 
Association of McCmQ4-Afkarlsa5T M ^i SO f ^ J ^ arant y ,, )• As parTof this 
investigation ^gM^TS was asked to investigate certairH&sues with respect to the 
le gal services rendered to Madison Guaranty bv the Rose '~Law Firm ot Little 
Rocj^ Arkansa s. The results of that partof the invest ig ation are set forth in two 
reports .date d Decemb er 28~T995: ~^FeporT on the Representation of Madison 
Guaranty Savings & Loan Oy the Hose Law Firm (the " Rose Report 0; and A 
Report on the Rose Law Firm’s Conduct of Accounting Malpractice Litigation 
Pertaining to Madison Guaranty Savings & Loan (the "Frost Report 1 ). 


Q r^December 21, 1995^ was lea rned that the Ro se I aw Firm (and, in 
particularTHillary Rodham Clinton) had prep ared an option agreemen t, for a / 

p ortion of the land associated with the (Sastle Grande real e state project j 
undertaken by Madison Guaranty's real estate subsidiary, Madison Financial 
Corporation (“Madison Financial"). The same day, a set of interrogatones 
pertaining to that subject and related matters were sent to Mrs. Clinton. The 
interrogatones were lengthy— It-was-noLexpected that Mrs. Clinton could 
answer them fullyJjy^December 31, 1995, the date which parked both the end j 
of t he PTC and the"~ expiration or tne statute ot limitations applicable to m ost J / 
possible claims that the R TCf could conceivably assert against the Rose Law / 
Fi rm. ^ 


Becaus e of this imminent deadline, th e RTC’s Acting Chief Executive 
^ Officer directed PM&S to negotiate a ‘telling aqree mgrrhwitri the Ros R-Law Firm 
pertaini ng to Castle Grande. PM&S dig so, oDtaininVu^O-cTayvagreemen t (later 
ext ended to March TTl 996). \ 

\ . ■ ~ \ \ 

^Cnginally it was contemplated that the additional time would be used 

chiefly to'analyze and follow up on the interrogatory answers. The discovery of 
Rose Law Ftrti tTrUing records at the White House and the ongoing hearings 
before the Senate St>ecial Committee on Whitewater both provided new 
information, however, rtta^made it advisable to investigate certain/ matters more 


fully. 


This supplemental report sumfnagzesjhe scope^and^results of the/' 
( investigation conducted since December 28TT995: y 
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immediately put JHijlaiyXfrn ton’s J^sj^ Law Firm on retainer for 
that . 


“I hired Hillary because Bill came in whimpenrrgjhey 
/‘needed help," McDougal told The Times. He said he had no 
specific legaljyof4rirrfhind whenITFtrtfedJHillary Clinton. \ 

McDougal said he recalled the event vividly because he 
was so uncomfortable in the meeting - not over the retainer issue, 
dut because throughout that morning conference. Clinton sat 
sweating in McDougal’s new leather desk chair, an expensive gift 
from his wife. 30 \ 


4. Analysis . 

Mrs. Clinton's recollections and Richard Massey’s recollections differ in 
some respects, but for present purposes the differences are not material. 

Mrs. Clinton’s interrogatory answer gives the impression that Massey brought in 
the work and Mrs. Clinton simply resolved a dispute over unpaid fees. Massey 
agrees that he initially "pitched" the work, but he does not believe'he brought in 
\he work, he did not discuss the subject of fees with Latham orwith his/ 
colleagues at the Rose Law Firm, he never met McDougaLand he does not 
recall asking Mrs. Clinton to be billing partner. 


For'present purposes, it makes little difference who was right. There is 
no hint of fraud or intentional misconduct in either version, and the mere act of 
retaining the Rose Law Firm did not harm Madison Guaranty in any respect. At 
~\worst, Mrs. Clinton may have neglected to tell her paPmers^about her other 
bbsiness dealings with McDougal, but that would noThave harmed Madison 
Guahapty, which, in the person of McDougal, knew all abouKhose^alings. 

'"McDougal’s version of the retention obviously differs sharply frorr^that of 
either Mi^ciihton or Massey, but it too, even if credited, does not give rise to a 
cause of action, rtgs not a tort to ask a friend to retain one’s wife as a lawyer. 
Thera is no suggestibnthat the money was to be a gratuity (as opposed to 
payment for work performed), nor is there any suggestion of an improper quid 
pro quo. Again, thereSs^ no "proof of fraud, intentional misconduct or harm to 
Madison Guaranty. 


In addition, there 


story. 



isbelieve McDougal’s 


30 ^iHiarfr C. Rempel and Douglas Frantz, Fallout From Collapse of S&L Shadows 
Clinton. Los Angeles Times, Nov. 7, 1993. 
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First, McDougal may_^ot-be-^H^iablgj^ness. In January 1996. 
McDougal’s psyj^tatnsTtestified that McDougaT^recollections are not 
trustworthy^arfthough this one might be. 31 

/ \ 

^/Second, the statement that McDougal had no specific legal work in mind 
when he retained the-RcseXaw Firm o6viOus4y-is. wrong. The preferred stock 
issue had anserTaTleast a week before Mrs. Clintorwrietwith McDougal on 
"April 23, >985, and work on this project began the same ctey^as that 
meeting/ 32 

/ Third, and perhaps most significantly, the alleged economic motivation 
makes no sense. McDougal suggests that the Clintons needed $2,000 a month 
and the implication is that this accounts for the monthly retainer in that amount, 
but there is no evidence that the Clintons ever received anything like $2,000 a 
month from this engagement, and every reason to believe that they never 
received more than a tnvial sum of money. 


As a partner in the Rose Law Firm, Mrs. Clinton was paid a percentage 
of\the firm’s profits. 33 The percentage she received varied from year to year, in 
accordance with a formula, but it averaged roughly two percent: / 

/ 

Q I’d like to ask you a few questions now^/ 
about your compensation from the Rose Lavy^Frim, 
gam, focusing on 1985, 1986, 1987. — 



Could you explain for me briefly the basis 



3f\ According to a press account, on January 16-17, 1996, amsychiatnsUestified that 
McDougal suffers from severe mental problems and no longer has a reliable memory of events. 

osvb^ctrs: said McDougal .s bipolar and ras a bicckea carotid artery ceonyes mm cf 
t».e nc r froi now of bleed io the cram. Me is being treated with lithium and Prozac outyias a 
memory Ibes about 50% greater than normal for a man his age (55). The psychiatnst Said that 
McDougal has^a better memory of events involving people with whom he has emotional ties 
(such as the Presidents In that regard, the psychiatnst said he had reason to believe 
McDougal’s story about the^S2,000 retainer. Sara Fritz, Doctor Says McDougal Has Memory 
Loss, Los Angeles Times , JarvjO, 1996, at A10. 


32 RLF2 03746-48; 0KRT1 1 000836. On the other hand, it is not clear why Madison 
Guaranty retained the Rose Law^irm rathecjhan its regular outside couosel, the law firm then 
known as Mitchell, Williams, Selig, Jackson &7ticto ^The Mitc helirWWiams firm had opened 
file no. 5615-9, entitled 'Madison Guaranty - Sale of Stock,* on February 6, 1985. It also had 
opened file no. 5615-10, entitled ’Madison 'Guaranty - Broker-Dealer,* on March 27; 1985. 

Both files are essentially emoty. It does not appear that the Mitchell. Williams Jkm did much of 


substance witn respect to either of tnese matters, 
"^totaled $f55.35. 


Biilfnq&-jp r matters _ 564-5-9 and 5615-10 


33 See generally Clinton Interview. Feb. 14, 1996, at 22-27; letter from Alden L. Atkins to 
Bruce A. Encson, Feb. 13, 1996, at 4-7. 
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on which you were 




\ 


Well, the Rose Firm, during those years, 
had a method of compensation that relied upon a \ 
five-year moving average of the percentage of an 
/ individual attopieyVCdllections as~a~pefce£itage of 
all of th^-frmVs collections. And so you wouf 
the^vork. You would bill for it. It would be 
collected and at the end of the year, all of the 
/ Elections would be totaled up. And then each 
/ attorney’s percentage would be calculated and then 
five years’ worth of percentages would be averaged, 
and so that would determine what your percentage of 
the profits at the end of the fiscal year would be. 14 

Q In these years, do you have any 
recollection as to what your percentage of the net 
profits was roughly? 

\ 

A I don’t have any specific recollection, but 
\ it was during this period of time somewhere around 2 


Thus, rLall^.OOO a month had gone straight to t he bottom line Mr* CMmnn'* 
share wo'ufd have been approximately $40 a month. 

Even this overstates the situation. Part of the retainer was never earned 
” Ns and was returned to the client. Also, a law firm’s revenues ,never go straight to 
thbxbottom line. Like any other business, a law firnTfi^s-expehses (rent or 
mortgage payments for office space, salaries for assoc iates^and staff, and 

. : or 'aw bocks, typewriters and ail the ether equipment requrec to 
set up’V^roG|ice). Tnese expenses must be paid before the partners can 
share whatsis over. In the case of the Rose Law Finn, expenses consumed 
roughly half of^abftdollar of revenue. 36 Therefore, even if all the retainer had 
been earned in raes/Mrs. Clinton’s share would have been less than $20 a 
month. 37 


34 

35 

36 



Clinton Interview, Feb. 14, t996. at 22 
Clinton Interview, Feb. 14, 1996, al 
Clinton Interview, Feb. 14, 1996, at 25*26. 


37 '^These'mimbers are approximations, for illustrative purposes. According to counsel for 
the Rose Law>irm. Mrs. Clinton's actual share of net income attnbutable to Madison Guaranty 

(continued...) 
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In some law fimTS^Jxa mmakefs" (p eoplg^who bnng in business) are 
compensated foi^&ririging in that business, wheffrer^or not they do the actual 
work. ThepHsno evidence, however, that this was true-of the Rose Law Firm 
in I985^nd 1986. 38 To the contrary, the compensation system then in force 
created only a very indirect link between new business and compensation. A 
partner's percentag^joMhe^rotits was dermmmed^ot by looking at the 
arusiness he op-she brought in but at the money recefaedtor work actually 
/performed'tiy that partner, regardless of who brought in th&Njiatter. 39 
Furthermore, the percentage was not determined solely by the 'current year's 
result but by averaging the partner's fee credits over the past five yearsv 
Thds, new business brought in during the current year, even if it materially 
increased the partner's fee credits, would have only an attenuated effect on that 
year's percentage. For all these reasons, the suggestion that the Madisom 
Guaranty business was economically significant to the Clintons (or, ton that! 
matter, to the Rose Law Firm) finds no support. 


\ Thus, regardless of which version of the retention one credits, a trier of 
fact is highly unlikely to find that there was anything untoward, let alone 
fraudulent or intentionally wrongful, in the circumstances of the Rose Law 
Firm's retention by Madison Guaranty. / 

/ 

The Rose Law Firm's efforts to help Madisofi Guaranty 
obtain permission to issue preferred-stock and acquire r 
a broker-dealer. 



1 . 


Introduction. 


In 1985 and early 1986, the Rose Law Firm represented Madison 
aranty in an effort to obtain permission from Arkan^ae^gutators to issue 
preferred stock (Rose's “matter 1“) and to acquire and operate a ^Taker-dealer 
firm (Ro£^s "matter 2“). The Rose Report concluded that thel^TC did^nct 
have ibdasls^consistent with the statute of limitations extender on whicn\to 
assert clalrps against the Rose Law Firm relating to matters 1 an d 2. 40 Nothing 


37(...continued) 

is $230.68 for fiscal year^t986 
31. 1987) combined. Letter 


/ 


38 


1987 (i.e., the years ended January 31, }986 and January 
•m AldepJ.. Atkins to Bruce A. Encson, Feb. r3, 1996, at 8. 

Letter from Alden L Atkins>o Bruce AT^hcsorL Feb. 13^199gTat 4-7, 45. / 


39 i These were called "fee credits’; hehpe the fee credit reports such as RIC >20795, 97, 
803, IQ, 13. 20, 21, 24, 25, 61. Fee credits es^eotially represent hours workjjmes standard 
billing rate less any sums not paia oy the client, aithooqtuh e billing pa cserhas discretion to 
ke adibstments. Clinton Interview. Feb. 14. 1996. at 22-25; Letter from Alden L Atkins to 
Bnjce>>€^c^6n, Feb. 13, 1996, at 4-5; Clark Senate Testimony, Jan. 18, 1996, at 9. 


40 


See Rose Report at 48-53. 
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While Massey mavjiave gained amassing acquaintance with the rule 
itself, he apparenfly-hadTio reason to thinkthaTMaclison Guaranty was in 
violation oHhe'rule. He was advised by Madison Guaranty personnel and on 
that basis' represented to the Arkansas Securities Department, that Maaison 
Guaranty was not in violation of Rule V(C) as of May 31, 1985/ The 
information prcvided^bv-Massey tolhe Securities Department suggested that 
Madison Guarant^Tcould invest approximately S900^J0€<nore in its service 
/corporatiorH5efore any violation would occur. As the acquisition of thexbroker- 
dealer itself represented an expenditure of $5,000 or $6,000-ihvany event, 
nowhere near S900,000-Massey probably had little occasion to give Rule V(C) 
any/deep thought. 97 \ 


At most, the evidence suggests that Massey (and possibly others) had 
some actual or constructive notice of Rule V(C), which notice occurred when 
the rule was temporaniy a concern with respect to the broker-dealer 
application. 90 Given such notice, it is hypothetically possible that someone 
might have recalled the rule some months later when working on the Castle 
Grande issue. Even if this occurred, however, there would be no aiding-and- 
abetting liability unless the person with notice then realized that a violation of 
Rule V(C) was about to occur and, with that realization in mind, went ahead 
and substantially assisted in the commission of the violation. 39 / 



The Rose Law Firm’s work on the IQC/Castle Grande 
project . ' 


1 . Introduction . 


Between August and October 1985, while theTtoseJ^aw Firm was 
representing Madison Guaranty in matters 1 througtT^Madiscn/inancial and 
SetnWard acauired approximately 1,050 acres of land in ^bi^herr^Rylaski 
:un:v XrJe Fcck) from a company cal’.ec ir.custna: Development Corporation 


97 If he di^gjve^the matter some thought, he probably would have realized! how little', he 
knew. The information th^Massey had provided only a ‘snapshot" view of the situation. 
Madison Guaranty grev^rapi^/throughout 1985. Its total assets more than doubled, growing 
from $48,961,154 as of Dfecembef^l . 1984 to $109,680,561 at December 31, /1 985. General 
Report on the Investigation oKMadisdnGuaranty Savings & Loan and related Entities 13 (Dec. 
28, 1995). Thus, the !nvestmenMimrtatiohH6% of total assets) would havr grown as well/ from 
approximately $2.9 million as of December 3VT984U g_approxim ateiy^5€.6 million as of/ 
December 31, 1985. In addition, as shovyn above, for Madison Guaranty, at least sorpe of the 
numbers used to perform Rule V(C) calculations fluctuated wildly as 1985 progressed. This is 
especially true of the overdrafts. There is no evidence that Massey (let alcnej^ks. Clinton or 
others) had any knowledge of these fluctuations. 

constructive notice will suffice in this context is discussed at page 156 below. 



Rose Report at 46-47. 
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of Little Rock ("IDC-p^LJ 
to Madison Fin^wt^Tw < 


lbs - t une- , S etfa^Ward was working as a consultant 


(Ward is the father-irnaw-cf Webster Hubbell. then a 
partner in t^te'Rose Law Firm.) Madison Guaranty fully^anced Seth Ward’s 
acquisition of a portion of the IDC property. That acquisitiorKtook place 
pursuant to an agreement between McDougal and Ward that gave McDougal 
an/option to obtainJZ/ardVpart otThe pr^perty-at^ost. plus effective control of 
the entire proi 



\ 

(the months following the acquisition, virtually all of Ward's land and 
/ portions of Madison Financial’s land were sold to fnends of Jim McDougal in 
transactions that, like Seth Ward’s original acquisition, were fully financed\by 
Madison Guaranty. A portion of the Madison Financial land that remained' 
unsold was named 'Castle Grande' or 'Castle Grande Estates' and was 
developed for mobile homes. 

As stated in the Rose Report , the principal issues are: 

1 . Was Ward a bona fide purchaser, or simply a straw man or 
nominee for Madison Financial? 

\ \ / 

\ \ 2. If Ward was a straw man or nominee, was the acquisition 

fraudulent, or did it intentionally violate Rule V(C), the Arkansas regulation that 
limited the size of the investment that Madison Guaixant^could make in V. 
Madison Financial-a regulation that managemen t thought prevente d Martian 
Financiahfrom buying all of Castle Grande? 

3. If fraud or intentional wrongdoing on the part of Madison Guaranty 
!~N 3 r Madiscn Financial did occur, was the Rose Law FIrTrHegally responsible for 
theywrongful aspect of the acquisition and, if so, does^t^veitn^liability to the 
RTC^taow the FDiC)? 




>se Report concluded, on the evidence then avaiiabte, that:, 

\ 


100 | The land. mosKof which was undeveloped land, was located 15 miles south of Uttie 

Rock at the intersection okHighway 65/1 67 and 145th Street. IDC had owned^the land since 
1 974. IDC had financed its a^uisittoamrough several Little Rock banks, including Union 
National Bank, Worthen Bank ahd^TrustCsqi^any and First Commercial Sink, N.A. By 1985, 

Lproperty. J^ ilsonlntervtew, May/o, 

. tape : 


national oanK, wormen aanx a no i rust uoqipai 
these creditors were pressunng IDCXo dispose"! 
1994. tape 2, at 1. 


i 


101 \Ward sued Madison Guaranty in 1987, att^r McCougaJ had left Ward^v: Madison 
' Savings <S Loan Financial Corporation, No"87^Z5 80 (PulaskL CtyrClr. 
t fecTWard v. Madisorf). Ward sought to recover almost S400.000 in commissions that 
iekhad-ea 


. Guarar 
^"(herein 


Guaranty Savings 4 Loan Financial Corporation, No 
emafti 

he saichhekhad-eamed in connection with Castle Grande. The tnal transcnpt and discovery 


Sr. Ct.) 


from this case"are cited frequently below. The tnal transcript is cited as * Ward v. Madison R.T.* 
Depositions are cited by the name of the deponent, e.g., “Ward Deposition.* 
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1 . 


Ward probabjy^jya.s a-sirawjTjan or nominee. 


2. ^Tfte RTC reasonably could state a claim against McDougal for 
fraud and for breach of his fiduciary duties in connection wifrvthe 
acquisition. 102 \ 

/ 3. Tpere was no substantial evidence tharthe^Rose Law Firm aided 

and abetted'Whatever wrongdoing McDougal might have engaged in. 103 

X 

/To some extent, the discussion with respect to this matter (and 
especially issue 3) was hampered by the lack of contemporaneous documents 
(the Rose Law Firm had virtually nothing) and clear recollections with\ respect to 
the acquisition. The billing records found at the White House and other newly 
acquired evidence add considerably to the sum of knowledge with respect to 
this matter. Taken as a whole, however, the new evidence does not cnange 
the conclusions stated in the Rose Report. The new evidence weakens to 
some extent the conclusion that Ward was a straw man or nominee, and that 
the acquisition therefore was wrongful, although those remain propositions, that 
orre could reasonably advocate. The new evidence has very little effect on the 
analysis of what the Rose Law Firm knew and did before the acquisition of the 
tOC property closed. The new evidence shows that, after the acquisition 
clhsecLJawyers at the Rose Law Firm (and in particular Mr^Clinton) had more 
contact with Seth Ward and performed more service§Jcr''Madison Guaranty 
than previously was known, but there remains no substantial evidence that 
these lawyers knew of or intended to aid and abet McDougal’s apparent 
misconduct. For these reasons, the following conclusion, taken from page 78 
of the Rose Report, remains valid: 

The evidence taken as a whole does noTamounria^ 
convincing proof that the Rose Law Firm knowingly aided ant^ 
abenec a fraud, or a scheme to circumvent the ArksrsaV 
investment limitation regulation. This conclusion does not 
necessanJy mean that the evidence exonerates anyone; it simply 
meansxgiven the applicable legal standards and the statutory 
mandate underwhich the RTC [and now the FDlC] operates s that 
no reasonable basts has been found to recommend the filing of a 





1 02 Pose Report at 55-61 . The Report also noted that such a claim would not beecst- 
effective because McDougal has no moneyx^tcDougal filed for bankruptcy in September 1991 
ana octainea an order of discharge on January 1^7*1992 (PMS0532. PMS0552], well before the 
enactment of the RTC Completion Act of 1993. The omar^ of discharge ^cpufcTbe set aside only 
"^f-Une^RTC could prove a fraud on the bankruptcy court; proof that McDougal defrauded 
someone-ctheNlhan the bankruptcy court would be of no avail. 


103 


Id. at 74-78. 


* 

u C 
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claim relating tojjxe^acquts &on o f C astle Grande against the Rose 
Law Fimv 


The principal actors . N 

/ \ 

Before descnding-the^cquisition and^devajcpment of the IDC/Castle 

Grande propertyTltmight be helpful to list the pnncipaKactors and descnbe 
each briefly: 

/ 

/ Mrs. Clinton was a partner in the Rose Law Firm. She and her 
husband had invested with McDougal back in the late 1 970s (Whitewater \ She 
had represented the Little Rock Airport Commission, of which Seth Ward was a 
member, since roughly the same time. A litigator and not a real estate partner, 
she was the billing partner for all Madison Guaranty matters. She recorded no 
time to matter 5 until November 14, 1985, over a month after the acquisition 
was completed. 

Charles Cook worked at First Commercial Bank, a creditor oMDC. The 
Rose Law Firm had represented First Commercial and two other banks with 
respect to this debt. 

\ \ 

\ x Harry Don Denton was Madison Guaranty's chiefjoah officer. He had 
worked with Robert Wilson at Union National BanJ</wfiere for a time he had 
been x Jim tocDougal’s principal banker), and he i ntroduced Seth WarrLin — 
McDougal Denton served as loan officer with respect to Madison Guaranty’s 
loans to Ward. 


Richard Donovan was an associate in the RoseH^avyF i rm ’ s litigation 
section. After the acquisition of the IDC property, he7>orking^vith Mrs. Clinton, 
researched several legal questions with respect to the property’s development. 

concerned whether the crop err/ was w.ihin a/cry** tewnsnip 


These obestic nee cc . ^ y ... 

ana thecefore^could not become the site of a brewery and tasting room, and 
whether th^sewer and water facility need become a public utility and could 
provide seweivand^water services to customers off the property. 


Darrell Dover, a lawyer, represented IDC in the sale of its property to 
Madison Financial anchSetf^Ward. / 



; Webster Hubbell wasr^a partne>in4he JSose La w^Firm’s litigation ^ection. 
He is Seth Ward’s son-in-law. not record anytime to matter 5 f/ but 

Mrs. Clinton consulted with him briefly on two occasions and R. Davis 
Thomas, Jr. apparently wrote him a memorandum on the seweeand water 
jssue. 


P/A^BricR" Lile was president of IDC, having succeeded Everett 
Tucker, who died. 
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William Lyonbnefiy^ s fa ow e d soro ejQterest in buying a portion of the 
I DC property frorp-MaSison Financial for use as^t>cewery. Concerns about the 
legality oMbjsIjsage prompted legal research by Mrs^Cliaton and Richard 
DonovanT^Between ca. 1980 and early 1984. Lyon had served on the Arkansas 
State^fiank Board until Governor Clinton sought his resignation, an event Lyon 
blames on JinnJA<^ " 

JirrvMcDougal was the principal shareholder of Madison Guaranty. By 
1985, he^was no longer an officer or director of Madison Guaranty, but by most 
accounts he still controlled it and directed its daily operations, ancKhe remained 
the/chairman and president of Madison Financial, Madison Guaranty’s real 
estate subsidiary. 


Michael Schaufele was Seth Ward's accountant. He has known 
Webster Hubbell since childhood and they remain dose fnends today. 

R. Davis Thomas, Jr. was an associate in the Rose Law Firm’s real 
estate section and he worked bneffy on the acquisition of the IDC property, 
exchanging one draft of a purchase agreement with Dover. 

\ Thomas P. Thrash was a partner in the Rose Law Fim^s real estate 
sectior\ He also worked briefly on the acquisition. 



5teth>Ward, a semi-retired businessman, was a con sultant f n 
Financiar^nd purchased part of the IDC property in a transaction fully funded 
by Madison Guaranty. He is Webster Hubbell’s son-in-law and had worked 
closely with Mrs. Clinton on Little Rock Airport Commission matters since the 
ate 1970s. 


Robert M. Wilson, a lifelong fhend of Seth Ward. waxa senior officer at 
Union National Bark. The Bank was a creditor of IDC, a cl; error tre'Rcse Law 
Firm with^respect to that debt, and a creditor of Jim McDougal personally. After 
retiring fron^Jrtion National Bank at the end of 1985, Wilson worked for \ 
Madison Financials a consultant and loaned money to Madison Financial as 
well, i \ \ / 



ihould not leave the reader with th 


le^irr 


' impression 

that ail these people werexlose'Sone another or knew each^other equally well. 
Some! of them knew each other quite^foeU^j ^othere_w eraSmparative / 
strangjers. In particular, it bearsSnention thaTMcDougal and Ward werenot 
close, (having never met before Denfoajntroduced them, and McDougal had no 
close ties to any of the people associated-with IDC. 


104 Lyon Senate Testimony. Jan. 23. 1996, at 5-6. 16. 
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so. this would not have putjtoe lawyers ogjotice that Ward would have no 
equity in the oeal^wouldgive Madison Financiat^2^0-day option to buy all his 
land back ateost and would receive commissions on everything that was sold. 
Thrash and Thomas both say they knew none of these things and a number of 
circumstances support 'their testimony. 172 Furthermore, even if they had known 
some of these things^^i-^oes'hot follow itrat^heyj<new anything about Madison 
Guaranty’s Rut e-V(C) problem, and both men denyT<nevymg anything^about the 
rule or Madison Guaranty’s problem with it. 173 As shown irrtfie next section 
below, there is no evidence that any Rose Law Firm lawyers (bther than 
Hubbell) knew of these terms, and little reason to think that they had anything 
to do with this aspect of the aeal. \ 

c. The deal between McDouqal and Ward . 

Except for the discussion of the meeting among McDougal, Schaufele 
and Ward on McDougal’s birthday, the presentation thus far has focused on the 
negotiations with IDC. The presentation now turns to the agreements between 


\1 71 C- continued) 

MR. GIUFFRA: And you met with Mr. Ward on the 19th. correct 7 
x Thafs wnat your hilling recoros show. 

\ \ MR. THRASH: Yes, that's correct. 

. 

MR. GIUFFRA: Now. do you know whether you made this change in 
the draft after meeting with Mr. Ward? 


MR. THRASH: What I think hardened. counseTl^ofkthe 9th I sent 
a draft agreement over to Mr. Dover wmch contained th^djHate^^ 
^language. I believe I was getting tied uo in other transatflons^and 

^SKec Cave Thcmas ’c cc~e m arc assist me m this tra^sac^cK \ 
Oavescame cn. he mace some cnangas. he nac several telephone \ 
conferences with Mr. Dover. I believe one with Seth Ward. This is - 
I’m speculating a little tort, because I don’t remember Mr. Ward 
contacting! us asking us to make this cnange. But I think that’s 
probably what hapoened. Mr. Ward asked us to make this change and 
probably askedsDave^Thomas and he made that change. 

Thrash Senate Testimony, Jan. 31^996, at 107*08. / 



/ 


172 Thrash Interview, Dec. 1. 1995. at 31 th^iQma ^Interview JDeer^TQ, 1995, at l7 t/ l9-23. 
The supporting circumstances inc!ude: x Ward's financing was not executed until after closing 
and after Thrash's last timesheet entry. SWl-040; FDICHRC 0089; DKRT11 000876. The 
Beach Abstract file, closing statements and title'commitments do not mention financing. !G 
Ex. 111*42. Thrash’s timesheet entnes tend to specrfyThe-cfo cuments h gj^viewed and nothing 

^"psflaining'to financing is mentioned. DKRT11 000875-76. See Letter from Alden L. Atkins to 
BruceTA>£^icSojp, Fee. 2, 1996, at 1*2, which makes these points, among others. 

173 Thrash Interview. Dec. 1. 1995. at 24-25; Thomas Interview, Dec. 19. 1995. at 18-19. 
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McDougal and Ward. As_jtaiffrt.p^iPr_itjejT^in issue here is wnether anyone 
at the Rose LavN^imTlmew of or worked on these^agreements. The evidence 
just discusseefstrongly suggests that Thrash and Thomas had no such 
knowledge and did no such work. This leaves the others. "vvho knew Ward far 
betterthan Thrash or Thomas did. and who and might reasonably have been 
expected to help him^namety; Mr^ClirTrorrefKUHuboell. \ 


The^erms of the deal between McDougal and Warchare ambiguous, 
were sharply disputed and resulted in litigation that lasted foM^ears. Those 
terms / were set forth in five documents dated in September and October 1985. 
as well as in a host of documents executed the following spnng. The five' 
documents from September and October 1985 are: 



Date 


Sept. 3, 1985 


Sept. 13. 1985 


24, 1985 


Sept. 24,. 1 985 



• Document 

Memorandum from McDougal to Wand aividing 
the land and giving Madison Financial an. 
option to buy Ward’s part. 

Assignment of real estate to Ward. 

/ 

First letter from Ward to£4cDougal, 
countersigned byJVlGBougal; marked "void"; 
gives Ward a c ommission: gives Madisn tl 
F inancial an option but places no pnce on the 
option; does not give Ward any real estate to 
keep after exercise of the option. 

Second letter from"Wac^o^?teOougal; 
backdated to Sept. 24, 19B5j giv^Ward a 
commission; pays Ward $25,000 forT^e 
option; gives Ward 22.5 acres O'Holman 
Acres") to keep after exercise of the option. 

Loan of $1.15 million from Madison Guaranty 
to Ward, purportedly to finance Ward’s 
acquisition of his part of Castle .Grande. 


tered into 

Ward 


1 1 days after ID£X sold the 
rd and Madison Financial. 1 


real 




Evidently Madison Guaranty financed the sale on its own before documenting the loan 
to Warc*>*2[heSQan, once documented, showed that Ward had borrowed the entire purchase 
pnce of S 1 , 1 SDcOOO on a non-recourse basis; Ward put no money of his own at nsk. IG Ex. III- 
48; Ward v. Madison R.T. 24-25. 
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Q GoingJiaek-tc t a p 3 G-4^ajTH3ment, just a 
couple ot^tfesticns - just one really. ATthe-^ 
bottom here, Rick Massey has written a note. theSast 
part of which says “Madison has continually had 
regulatory net worth problems." 


Vas that something you knew at this tirrte 


A Well, I knew the idea behind the preferred 
stock offenng was to try to raise money for Madison 
to be able to meet its capital requirements. I knew 
that back when the representation was undertaken by 
Mr. Massey. 

Q And you knew also, didn't you, that unless 
and until Madison met its capital requirements, the 
securities department was not going to let Madison go 
ahead with the broker-dealer action? 


A That's right. The secunties commissioner 
had conditioned Madison's being able to go forward ojv 
\ts meeting its regulatory requirements. 

Q Looking at tab 38 just for a se cond. is_ 



th&re any particular reason you would have cc’d Vince 
Foster on this Juiy 17 memorandum? 

A I beiieve that Mr. Rule mentions MrTFoster 
in his memorandum that we were just looking 'aTm^he ^ 
Jast sentence. "If you have any other questions, 
give me or Vince Foster a ca!i.“ Mr. Fester was the 
N auomev i worked for on the FSLIC representation and 
I a^umfesthat because he was mentioned in Mr. Rule’s 
memo>J ccXhim. 346 


1 . 



Matters l-'Tand 6T 


/ 


;e Law / 


The Rose Report found ntxbasis to bring a claim based on the ^Rose 
Firm’s work for Madison Guaranty vftttgrespect to these matters. Asmoted I 
above, nothing in the new evidence chang e^that analysis. Jr^addition, the | 
4olling agreement does not cover these mattersT" ) 


346 Clinton Interview, Feb. 14 , 1996, at 91-96. 
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2. Matter 5. 

a. irar^uctk^n . 

The investment in Castle Grande has been questioned on numerous 
grounds, but mostofJhes 0 Trav 6 'notning-to-4cj<v^the Rose Lav\\Firrn. The 
acquisition ofjCasfie Grande did, however, involvelfre^Jose Law Firm to some 
/ extent. The acquisition can be questioned on the theoryfbat Ward, having 
given Madison Financial an option on the land and having placed no money of 
his own at nsk, was really a straw man purchaser for Madison Financial 
pursuant to a scheme to circumvent Arkansas law. This theory seems first to 
have been advanced in the Ward v. Madison litigation, in which Madison 
Guaranty and Madison Financial (two years after McDougal and Latham had 
been removed) stated the following in an answer to an interrogatory asking 
about their "unclean hands" defense: 


Plaintiff [Seth Ward] personally profited from the transactions with 
Jim McDougal. With knowledge, the Plaintiff agreed to purchase 
a section of the Undeveloped Property [Castle Grande] in his 
name so that Madison Financial Corporation would not exceed its 
investment limitations, imposed by the FHLBB, of 6 % oMhe 
\assets of the corporation. In effect, Plaintiff acted a s^a straw man 
fbr the real estate purchase for the mutualjD^nefft of himself, JimV 
\McBtougal and other individuals . 347 ___ 


Arkansas law (Rule V(C)) limits the amount of money that an Arkansas 
savings and loan may invest in real estate to six percent of assets. 34 * At the 
|\time cf Madison Guaranty's last examination befcrsTfre-Gastle Grande 
transaction, in 1984, Madison Guaranty had been chtroized'Tdr-^iolating this 
limitation, and in response Madison Guaranty's Board of"brrectors^had 
promised to bring it into compliance with this limitation . 349 


347 DefencJants^Responses to Plaintiff’s First Set of Intenogatones and Requests foit 
Production of Doct^nenfevdated June 2, 1988 in Ward v. Madison, answer to Interrogatory 
No. 18, at 11*12. Defendants^ not do much with this theory at tnal. Also, the regulation at 
issue is a state regulation^ not^krvFHLBB regulation. J 


348 Rule V(C) of the Rules'and Regulation of the Arkansas Savings ^nd Loan Association 
Board! See Ward v. Madison R.TN19; Latham-Oeg osition at l^ JZee^lso IG Ex. 111-50, at 2, 
minutes of Madison Financial’s board "dtdirectors dated Jan. 21, 1985, which authonze 
McDougal ’to make any acquisitions he cteems necessary, with the requirement that such 
acquisition net cause the Savings and Loan to'exceed its 5% of assets limitatiofMor investment 
in the Service Corporation . . . .’ 


349'^-Accbrdjng to the Report of Examination as of January 20, 1984. Madison Guaranty's 
total investment in Madison Financial was $2. 386, 590, or 14.1 percent of assets. PMS0331. 

(continued...) 
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According to Madiso n Guaranty ' 5 _C hief Financial Officer. Greg Yeung, 
the investment liijufanon meant that MadisorTYjr^aianry could not purchase the 
entire Castle-Grande parcel itself . 250 McDougal and Ward developed the idea 
of having-'Geth Ward purchase part of Castle Grande, so that the purchase 
pnceof the remainder to be purchased by Madison Financial would not exceed 
the / limit. Accordingjp^JohrrLattianiT tl lere-wer^at least three attractions to 
structuring thejrahsaction this way: 


o' Complying with the Arkansas statute. 


\ 


Providing Ward with an opportunity to make some money. 

Obligating Madison Financial only to purchase the portion of the 
property that it really wanted-the portion it hoped to useifor a 
residential development, as opposed to the portion set aside for 
industnal development . 261 


Two issues are apparent: Did the structure, rather than compfying^ith 
Arkansas law, unlawfully seek to circumvent ft, or was it even fraudulent? If 
creation of the structure was fraudulent or intentional misconduct,- did the Rose 
\LawvFirm have anything to do with its creation, and therefore any responsibility 
far the illegality? 


\ \ 




The legality of the acquisition. 


The first question is whether the acquisition of Castle Grande was 
fraudulent or otherwise intended to violate Arkansas law. The short answer is 
that a court might held that the acquisition, as strueftrred^was fraudulent and 
violated Rule V(C) of the Ruies and Regulations oflhe^rkarisas^Savings and 
LoarNAssociation Board. 



McDougal seems to have concealed the terms ofhis agreement 
with WardsfromJ Madison Guaranty's and Madison Financial’s Boards of 


349(... continued) 

The board said ft would'! 
on a loan made to Chns Wa 


trth the regulation and had taken steps to dO/SO by collecting 
i in cbnnection with Campobello. PMS0357. , y 


350 Ward v. Madison R.T. 12lXFor reasohs-axpl ained belqw j^dng may have been 
wrong in supposing that Madison Financial could lawfully buy Inyof Castle Grande. / 

i / 

35 1 . ;G Ex. 111-29, at 3. Latham recalled these three general objectives bupcculd not recall 
any specific conversations on the subject or, for thamarte ^ wno deve lopedihe structure. The 

-Hose LawsFirm's Response to the Repons of the InspettorsljeneriCdated Sept. 12. 1995 
(’Rose-Respoase to IG'). suggests that Latham himself developed the structure and flatly 
asserts ihaT'fotedison masterminded the structure of the purchase . . (Rose Response to IG 
at 52-53) but the cited evidence does not establish either proposition. 
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Directors; at the very leastj. atham. anrLgjrayhom testified that the Boards haa 


not approved th^Jerms, that they did not knowdhejem-is and that they could 
not find the^efevant documents (notably the secondversion of the September 
24. 1985 letter) in Madison Guaranty's files or Madison Fihapcial’s files. 352 
This^evidence, if credited, would establish concealment by someone who, as a 
director of Madisonj^nanciafr had - a dGTy-1o-4isQlose the facts. lt N would not, 
however. estaPksfvfraud on the part of anyone else>Ward as a consultant did 
not have^he^ same duties as McDougal as a director. No^eyidence has been 
found suggesting that Ward knew McDougal would conceal the terms of this 
dealfrom McDougal’s Boards. 

/ An alternative theory of fraud is that the use of Ward as a straw 
purchaser was itself fraudulent, because it concealed Madison Financial's intent 
to acquire the entire parcel. That theory is best explored in light of the issue of 
whether the acquisition violated the Arkansas regulation and if so whether the 
use of Ward was designed to conceal that violation. 


Violation of the Arkansas regulation: Rule V of the Rules and' 
Regulations of the Arkansas Savings and Loan Association Board pertains to 
service corporations. Rule V(A) permits their creation and lists their permitting 
activities, which include “[acquisition of unimproved real estate'lots, and other 
unimproved real estate for the purpose of prompt development and subdivision 
. .\/ Rule V(C) limits a savings and loan's invejtrpefrfin its service 
corporation. It provides: ^ 

C. Limitations: 

An association may make any investm^rrt-uaCier this section 
if its aggregate outstanding investment in the'dapitei'^Tock, 

\obligaticns, or other securities of service corpcratiohs^andX^ 
svbsicianes thereof (including all leans, secured cr unsecured. :o 
^service corporations, or any subsioianes thereof, and to joint 
ventures, of such service corporation or subsidiaries, whether or 
not the. association is a stockholder in such service corporations) 
would noLexceed thereupon six (6%) percent of the association's 
assets. FoNhe^hurpose of this section, the term “aggregate 
outstanding investment - means the sum of amounts paid/for the 
acquisition of capital^ stock^qr securities and amounts jpvested in 
obligations of service 'cqrporatfonejess amountsj^ceived from the 
sale of capital stock or secunties oTservices^orporations and / 
amounts paid to the association to retire obligations of service^ 




352 Ward v. Madison R.T. 196; Latham Deposition at 18-19, 33 - 34 . 
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To read the testitju^oy- ef b athan Mt^ould apoear that the issue here is 
whether MadisorHSuaranty’s investment in its service corporation Madison 
Financial incudes the $1,115,000 loaned to Seth Warcha x pay for his portion of 
the IDC'property as well as the $600,000 that Madison Financial paid for its 
portion of the IDC property. Ironically. Madison Guaranty may'tjave violated the 
regulation regard]e5s-oftlow^ it stmcturecrnre-^aai^^^ 

Witffone exception (from May 1985), the weekly reports prepared by 
Greg /Young and entitled "Investment in Sen/ice Corporation “"have not been 
located. Therefore, it cannot be said with assurance what Latharq and 
McDougaf knew about their Rule V(C) situation when it came time\o close the 
IDC acquisition. The most that can be said is that financial statements as of 
September 30. 1985 show that Madison Guaranty was roughly $360,000 in 
excess of the limit as of that date, five days before the closing. 353 Therefore, 
whether Madison Guaranty’s investment includes only the $600,000, or the 
$1,115,000 as well as the $600,000, the acquisition of Castle Grande would 
violate Rule V(C). 

v \ Be that as it may, the parties seemed to think that by reducing the 
investment to $600,000 they would have avoided a violation of ^ule V(C). 35 * 

As intent matters, the analysis turns on whether Seth Ward should be deemed 

\ \ 


353 XMadison Guaranty's assets totaled $93.2 million. Madison Guaranty's Monthly Re port 
to the FHLB8 as of September 30, 1985, line 050. Six percent of this is $5.6 million. 

According to Madison Guaranty's Monthly Report to the FHLBB as of Seotember 30. 1985, 
Madison Guaranty's investment in Madison Financial totaled $5.96 million, or roughly $360,000 
in excess of the limit. Id., § K, line 005. 


354 Alternatively, Madison insiders might have thought thelr^nsac^orTdid violate the rule. 
DaviVsFitzhugh suggested as much in his recent testimony when he^as aske^why McOougal 
nad pre'ssurea him to buy the Levi Strauss building: 


3cN. GRAMS: No. you're an employee of Madison and you said yo^ 
weresnstrupted to buy this parcel. Mr. McOougal told you to buy it. ' 

Did he 'ejcplaftvwhy he wanted you to buy it again, because he had to 
shift some N notes N ar dollars away from Madison; they were overbooked; 
so to speak, lan^and that they needed to move some of this land/ 
around, flip-flop/3o x to sfreak? Was that the way the instructions 
came to you? 



MR. FITZHUGH: Well, it was wett-kn pwn at Ma dison at (he time 
that because of this land purchase, they had more money - or not more 
money; more assets in the finanactkcorporation than they should. And 
this Levi Strauss Building was only cne^fmany pieces of property ^ 
that the savings and loan sold off. So I was^ot-si noled out l o — 
purchase something. It occurred with several other people and several 
ber'pa reels. 


Fitzhugh Senate Testimony. Jan. 31, 1996, at 37. 
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a bona fide bcmoweMnjiis-^w ^ -separate and distinct from Maaison 
Financial, or wl^atfrer he should be deemed a~ltfawkman or nominee, who is 
simply holding" the land for Madison Financial, so thatthejand did not show up 
on its books as a violation of Rule V(C). There are no reported cases 
construing Rule V(C). Nevertheless, the situation is similar to "that presented bv 
the federal regulatipi>iimiTihg" loans to one'TToiTowpr^ That regulation limits 
total lending^One borrower to a percentage of arunsttfution's assets. The 
pertinentjosue is whether a borrower that appears to be separate and\distinct 
actually is a straw or nominee. \ 

\ ■ 

A case from the United States Court of Apoeals for the Ninth. Circuit, 
Untted States v. Brown ; 356 is instructive. An Oregon thrift. State Federal 
Savings & Loan Association, had financial difficulties— in particular, a tot of 
foreclosed real estate (in savings and loan parlance, 'real estate owned.* or 
”REO") on its books that earned little revenue. New management wanted to 
get this REO off of State Federal’s books. Management agreed with a real 
estate developer and borrower, Nevis, to loan him money so that he could buy 
the REO. State Federal’s loans to Nevis, however, already exceeded the limit 
imposed by the loans to one borrower regulation. Therefore, Stata^Federai's 
management entered into a senes of transactions designed to put money into 
^evfs' hands while concealing that fact. One such transactiorvfnvolved' 
defendant Brown. The Court of Appeals descnbed that transaction as follows: 


\ \ v - 

kje [Brown], in effect, had one of his nnmpanip*; (M^rin FpHpcaI) . 

purchase certain property from Nevis and obtain a loan from State 
Federal to finance that purchase. The money went to Nevis, and 
Nevis retained possession of and the right to repurcnase the 
prcperty. Brcwn guaranteed the lean but NsvisSrere^d to pay it 
off. The sale would not have been made had^epu/chasevnot 
been agreed to in advance. Brown and his compan\Nwere quite 
v c^ariy no mere than nominees ana vehicles for getting cash from 
-eaeral to Nevis . 357 \ \ 





355 Now 12 C.F.R. § 563>93 (19951 At the time, it was 12 C.F.R. § 563.9-3 (1985). An 
even closer analogy would be pre,senteaby4he FHLBB’s direct investment regulation, which, 
like the Arkansas regulation, limited^vestmenT^r-ser vice corpo rations. 12 C.F.R. § 5£3.9-8 
(1985)1, later renumbered 12 C.F.R. §563.98 (1990), expired July 13, 1990. 

356 . 312 F.2d 1040 (9th Cir. 1990). See^a/ksb/n/fed States v. Tuilos, 363 F "2d 539. 631-96 
(5th Cir}, cert, denied. 490 U.S. 1112 (1989); UmtedTState s^y. Kindio ^S&^.2b 703. 704-08 

'IStt^Cir. t988); United States v. Gntfin , 579 F.2d 1104, 1109-10 (8th Cir.), cert . denied . 

439 U^r^aTy978). 


357 


United States v. Brown. 912 F.2d at 1041. 
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On these facts, the s conviction for aiding and 

abetting bank frau^andlalse entnes by managements but reversed his 
conviction fpf-conspiracy. 3Sa 


re. "Ma 


/Compare the situation in Brown with the situation here, Madison 
Guaranty funded lOO^pefcerTTot Ward's acqt^tsUionof his portion ot Castle 
Gtande, and jdid^oweeks before Ward’s loan application was approved. The 
/ loan was nonrecourse; Ward placed none of his own moneys risk. 35 / 
Madisorr'Financial had an option to buy back all of Ward’s !ano\save pemaps 
for 22^5 acres. Madison Guaranty acted in all respects like an owner It took 
charge of selling Castle Grande, including Ward's part, and sold theyland: Ward 
probably did not have a chance to approve the sales pnces. It conveyed 
parcels to the purchasers; typically, the deeds reflected Madison Financial, not 
Ward, as the vendor. Until parcels sold, Madison Financial, not Ward, collected 
the rents and paid ail taxes, insurance and fees. On these facts, it seems 
highly probable that Ward would be deemed a straw. Indeed, Madison 
Guaranty alleged as much in defense of Ward v . Madison. 260 




\ As noted above, the use of Seth Ward as a straw has some of the/ 
earmarks of a fraudulent or intentional attempt to violate the law. Madison 
uaranty's books and records were made to reflect a loan to a^third person, not 
a v straw. The terms of Ward’s agreement with McDougal^saem to have been 
hidden from others. Latham and Strayhom say theyJtffew nothing of the/ 
secondslet^fer of September 24, 1985, and Stravh om says no c^py nf it mulct be 
located irNCladison Guaranty’s or Madison Financial’s files. 361 At a minimum, 
it would seem that McDougal handled the transaction in a manner designed to 
mislead FHLBB examiners and regulators. 

Even if this conduct were not deemed fraudulerlt/owe^ec, it seems 
likely'lbat it would be deemed an intentional violation of the"Ajrkans&s 
regulation, and that would be actionable as an intentional breach of MdCcugal’s 
fiaucialVduhes. \ \ 


358 ■ Id. at 1Q42 : *5. X the court found ample evidence that "Brown engaged in activities 

which misrepresented/e truKborrower and true purpose of the loans, all with the intention of 
deceiving State and Federal officials, FSLIC, and FHLB," and therefore affirmed the aiding and 
adetting count. On the other 'hand, tha^court found no evidence that Brown^who participated in 
only one transaction, knew of th/ther defendants’ broader conspiracy, and therefore reversed 
the conspiracy count. 



359 | In contrast. Brown had guaranteetTNevis’ repayment. 


360 Defendants’ Responses to Plaintiffs First SeTof-Uttgmjgato^ for 

'^^w^uctiorvof Documents, dated June 2. 1988 in Ward v. Madison, answer to Interrogatory 

No. l8Tat4j>^ 

361 Latham Deposition at 16-20, 34-36; Ward v. Madison R.T. 194-95. 
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A fiduciary is not ^^automatically liabjefor violating the law, Good faith 


LyJiaDjeJor violatm 

attempts to manace^fcorporation’s affairsTnaymot^give nse to liability even if a 
statute or j^gufation is violated. 362 But conversely, a fraudulent or intentional 
effort tg^violate a statute or regulation will almost certainly^ constitute a violation 
of a / fiduciary's duty of care-indeed, as the Brown case illustrates, it may be 
criminal. Thus, wjTileJbe-trasii less - juUynrefrt-ailgJs^ recognizee) in\ 

^Arkansas, 363 tfte-ruie obviously has no application to^frauoulent or intentional 
attempts toH/iolate the law. 364 

While this transaction looks like an intentional effort to violate the 
Arkansas regulation, and to cover up that violation, some evidence^suggests 
that the parties might have thought the acquisition as structured would bet 
lawful. Neither side in Ward v. Madison senously urged that the transaction 
was unlawful. Hubbell, who paid some attention to the Ward tnal and attended 
the closing arguments, doubts that Ward was a straw, at least as Hubbell 
understands the term: 


/ 


Q. In 1985, did you give any thought whatsoever as to 
whether, given the terms as you understood them, Mr. Ward/might 
be considered a straw man or nominee? 


\ 


\ 


\ 


A. Yeah. You know, you use the word, and 


remember 

\ 


ihback in law school. But I didn’t give it anyjcorrsjderation, you 
\know. “Straw man - means, to me, some body who you clear title 
through. So I don't think that’s the way I would look at it, if I sold 
property, and you're trying to clear it to sell it through a straw 
man. 365 


In addition, the question was put to Latham, 
e believed the transaction was lawful: 


Q. You said that Madison Financial could not have 
i V^eal as large as the I.D.C. deal that Mr. Ward brought 
Regulations. 





SvSupp. 512, 521-22 (S.D. Tex. 1994) (applying Texas law). 

_ X / 

363 Hall v. Slaha. 303 Arte 673x678, 806'&W^d 396, 399J}996)f RTC v. Eason,/ 7 F.3d 
1126, 1133-34 (8th Cir. 1994) (applytn^ArKansas law). 

364 ' 3A William Meade Fletcher. Cyclopedic f the Law of Pnvate Corporations § 1040. at 
51-52 (tev. ed. 1994). No Arkansas case on poinfhasUjeen loc ated._ J>-estaPlish liability 

Oder Tdxas law, however, a plaintiff must show that the fiducianes 'participated in acts that 
they>n«^wece illegal at the time." FDIC v. Benson, 867 F. Supp. at 522. 


365 Hubbell Interview, Dec. 27, 1995, at 22:17-26. 
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I think 3 ) that point irjjimp that was correct. 


^<1. Madison Financial could have takavlhe deal, could it 
poY if it had received financing from someone othe^than Madison 
/Guaranty? \ 

/ — \ 

Yes. \ 

Q. And there was no violation of the regulations from 
/ Mr. Ward to receive financing from Madison Guaranty? 

\ \ 

A. I don’t think so, as long as Seth had the financial 
ability to assume that obligation on his own . 366 

Given the apparent attempts to conceal the substance of the 
arrangements between McDougal and Ward, one may question whether 
Latham senously believed what he said. In any event, the conclusion he 
reached is of doubtful merit. One can assume that Seth Ward had the ability to 
assume the obligation on his own . 367 Even so, two problems remain with 
Latham’s position. First, factually speaking, Ward had no reasorvor incentive to 
\pay\he loan unless he could profit by doing so, for the loan was nonrecourse. 
Second, legally speaking, Ward’s ‘financial ability to assurpe" that obligation on 
his\wn\js not a defense where the transaction is^iwctured to conceal^ 
violation oKa regulation limiting the ability of the financial in stitu tion t n makg the 
loan. 


An Arkansas case decided a few years before the Castle Grande 
.transaction, United States v. Parsons , 36a illustrates th^secpnd point. Farscns 
was the treasurer of a school’s credit union. He needed^ore^qoney than the 
crecftkunion could lawfully loan to him. Therefore, he convinced several 

take out leans <n their own names and del'ver mos\pf the^proceeds 
to On appeal from his conviction for misapplication of credit-union 

funds, and\(alsesentries, he argued that the jury should have received an 
instruction that h^could be convicted only if the prosecution proved that he 
knew the other teachers lacked the ability and intent to repay thein respective 
loans, The court r^ctedvthis argument, holding that where the straw is used 



367 A financial statement for Seth Ward asoQ985 has been located. It spows ample net 



368^-€46>£c! 1275 (8th Cir. 1981). 
369 Id. at 1276-77. 
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to conceal violation of alegaUi m t t a ^on -mignding, the financial condition of the 
putative borrowec^sifrelevant. 370 


The analysis in this section to this point parallels thaho the Rose Report. 
Having reached this point, however, it must be conceded that the argument that 
Ward was a strawjsj^eekerthan it seemettion-D^cember 28, 1995. 
IVotwithstanding^tfie Parsons case, one must grant tfi&t-Ward's recent testimony 
about his ^desire to buy the IDC property himself, and his abUity to do so. might 
well influence a trier of fact to find that Ward was not a straw/Xertainly a man 
who was ready, willing and able to buy a property, but did not do\o because 
he recognized that he owned a duty of loyalty to his principal, 371 seems much 
less like a straw than someone who never had the slightest interest in a 
property but simply was doing the bidding of another. 

Even so, the evidence suggests that the RTC could reasonably state a 
claim against McDougal for fraud and for breach of his fiduciary duties: Greg 
Young recently described the transaction as a "straw transaction/ adding that 
Madison had ‘made him [Seth Ward] the loan to park that land" until /Madison 
had the ability to buy it. 372 Ward himself summed it up in his recent 7 
deposition when he said to the young attorney examining him: y/ 

/' 

Q. But you were offered a transaction that-was basically nsk 
to you by Mr. McDougal? V. 



Yeah, and I took that. And you would have too. 3 


^ Perhaps McDougal could defend himself by arguing that he had a good-faith 
"’Ncelief that the structure was lawful: at this ccint it is KarcStc determine hew 


if brought 



persuasive such a defense might be. In any event, si 
against^cDougal alone, would not be cost-effective. 374 

The evidence as to Ward is much less compelling than the. evidence as 
to McDougal. Tljere is no clear evidence of an intent to conceal. Ward says 

370 Id. at 1279-80/ 

371 • Ward Deposition, 

372 ' Young Interview, Feb. 20, 

373 .Ward Deposition, Feb. 12, 1996, aN4J-12. 

374 ^McDougal filed for bankruptcy in SeotemberT994^a nd obtained -^frorder of discharge 
"^onJanuarysIT; 1992 (PMS0532, PMS0552), well before the enactment of the RTC Completion 

Ac: order of discharge could be set aside only if the RTC could prove a fraud on 

the bankruptcyXourt: prod thai McDougal defrauded someone other than the bankruptcy court 
would be of no avail. 
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he had no idea that thejiapsa ct t o rr ™ V(C ). 375 One mignt 

argue. howevec^haFthe nonrecourse financing^o^pied with the other terms 
looked too^ood to be true. Thus, based on Brown . pemaps a rather weak 
claim rprght be stated for aiding and abetting in a fraud or for^an intentional 
violation of the Arkansas regulation. The strength or weakness'-qf such a claim 
need not be considerettlOrnTer: Such a cfarnr^aonot properly be brought 
against Ward^because he has been released . 376 \ 

For purposes of this report, the ultimate question is not\vhether\ 
McDougal or Ward could profitably be sued, but whether the Rose Law Firm 
aid^d and abetted them in what looks like fraudulent or intentional misconduct. 


c. 


The role of the Rose Law Firm. 


Despite the new billing records, the extent of the Rose Law Firm's 
involvement in the IDC acquisition is not well documented, and it has been 
further obscured by faulty memones. Seth Ward, who negotiated the. 
acquisition for Madison Financial, denied that the Rose Law Firm had any 
involvement in the purchase of Castle Grande either on behalf of Madison 
Financial or himself-a statement that is demonstrably incorrect. 377. 


\ 


\ I have been specifically asked whether I had-any 
\ discussions with anyone from Rose concerping^the Industnal 

'{Development Commission (IDC) property acquisition whiln I was nf- 
Mbaison. I would think that we used some lawyers, but I do not 
recall who it may have been, and do not believe it to have been 
Rose. I do not recall speaking to any lawyers concerning water 
issues in that project, and certainly had no discuSs icps with 
anyone concerning delivenng water services ofiFsite. rfrave no- 
knowledge of ever discussing at all any issues concerning a N 



\ \ 



376 Ward received a generahrelease from the RTC when he settled Ward v. Madison, a 
settlement in which the RTC>ecover£d x $325,000. / i 


377 Seth Ward Interview. Apr. 



xd told the . 




he does not remember 


rKfor Madisor 

transaction, or on anything else. IG Ex. 111^35^ at 2. Ward was not alone in denyjnrg the Rose 
Law Firm’s rcie in the transaction. When askechabcut Castle Grar.ce, ctherMacisan Guaranty 
directors and officers did not mention the Rose having an y-irfl/Qlvement in the 

'sate. E.grxSteven Cuffman Interview. Apr. 26. 1994, tape 1, at 34-35; Sarah Hawkins 
Inter^wr-Apry 1*14, 1994, at 71-72; Don Denton Interview. Apr. 28, 1994, at 7-8. Jim and 
Susan McDougal were deposed but each invoked the Fifth Amendment and declined to answer 
all questions. 
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brewery, liquorjicensgs-or-a- qu estic 
junsdictioivwas wet or dry. 378 


of whether a particular 


Herts not the only one who seems to have forgotten ttungs; the Rose 
Law Firm lawyers who handled the transaction also have little ox no recollection 
of it. 379 — — 




l\ 


ocuments that Darrell Dover and the Rose Law^irm have, 
produced do not deal at ail directly with the arrangements betv\teen Ward and 
Madison Financial. 380 As discussed above, the disappearance ofTfie Rose 
Law' Firm lawyers during the drafting phase of the IDC acquisition iSy peculiar, 
but nothing convincingly demonstrates that the lawyers knew Ward was a straw 
and with such knowledge substantially assisted with improper aspects*, of the 
deal. The agreement, in any of its various drafts, is an innocent-looking 
document that would place nobody on notice of a Rule V(C) violation. Even the 
change in the language from "affiliate" to "entity or individual - is not the sort of 
thing that would have suggested incipient wrongdoing. To the sellers* this, was 
an all-cash deal. IDC and the banks really could care less to whom Madison 
Financial might assign part or all of the property. / 


\ One can assume that Ward told Thrash and Thomas thaT'he was the 
assignee and therefore needed to have the language encpmpass him, an 
indiViduaKbut not an affiliate. 381 Even so. this woul^ncffiave put the lawyers 
on notice that Ward would have no equity in the deal, would give Madknn^ 
FinanciaPa^TO-day option to buy all his land back at cost and would receive 
commissions on everything that was sold. Thrash and Thomas both say they 
knew none of these things; circumstances support their testimony. 382 
~ furthermore, even if they had known these things, iTcfcesjiot follow that they 
knew of Madison Guaranty's Rule V(C) problem; botfi>n^^hy4<nowing 

Diem withst. 383 There is no 


anything about the rule or Madison Guaranty’s problem * 



lent of Seth Ward. Sept. 29. 1994, IG Ex. 111-35, at 2-3. 

\ ' 

379 Thrash InteryiewPEtec. 1, 1995, at 8:17-9:3, 10:22-11:18. Thomas Interview, Dec.. 19, 
1995, at 6:23-7:4, 8:13X7. Ftubbell recalls the transaction but not having any rpie in it himsert. 
SenateiHeanng TranscnpVvpec.N\J995, at 102:15-103:11; Hubbeil Interview., Dec. 27. 1995, 
at 4:5-9:8. 

380 The one exception is RIC 1b6218 th^cubtvRtC _1Q9219, t hg^eopy of the September 24, 
1 985 letter produced by the Rose Law^Rrm. How it got into the Rose Law Firm's files is 
unclear; Hubbeil is the most likely source.^^x 



hrash Senate Testimony, Jan. 


i. 31. 199€?arT074Da^ 


letter from Alden L. Atkins to Bruce A. Encson, Feb. 2, 1996, at 1-2. 


383 Thrash Interview. Dec. 1, 1995, at 24-25; Thomas Interview, Dec. 19. 1995, at 18-19. 
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evicence that any RoseJ^aw Firm-;awyprsuother than Hubbell) knew of these 
terms. 

Hubbell. however, stands in a different situation. While he says he did 
not work on this matter, he also says that he knew of the arrangements 
between Ward andJ^dtsurThtnahciai, arteastio^broad outline, and he knew 
them snortly a&emthe transaction closed. Hubbell krrewof these matters 
because^W^rd discussed the transaction with Hubbell witFh^ome frequency. 
For example, Ward acquainted Hubbell with the terms of the September 3, 
1985'memorandum: \ 

/ \ 

Q. Let’s turn to the next page, which says ’’Defendant's 
Exhibit 3V and also says ,, SW1-004. , ‘ It's a memorandum dated 
September 3, 1985. Again, let me ask you if this is a document 
you saw in 1985 or 1986. 

A. I may have seen it after the closing. Seth may have 
brought a copy home. So I can’t say that I haven’t seen it. 

Okay? 

x \ Q. Okay. 

Do you have any recollection of dis^ssing^the terms of th'rs^. 

\document with Mr. Ward? _ 

W 

A. He discussed everything. So I mean - I mean this 
specific document, no. But his deal with Madison, he talked about 
it all the time. 


Q. Approximately how often would you se^your 
father-in-law in this time pence? \ 

Fairly regularly. Not as often as after his accident. 
But fakjy regularly. 



Q. AgaH^ocusing on ’85, ’86, could you be^ihy more 
specific as to “fairly reg^larly ,r ?^lg_you meanonce-a week? 


A. 


At least once a v 


week/ 



384 Hubbell Interview. Dec. 27. 1995. at 16:25-17:22. 
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Through these convgisannos, Hubfeejlcame to know the terms or the 
arrangements between Wara and Madiso^~FirT^r>eial: 


igements^tweer 


/ 0. You mentioned that you learned that Madison was 

, going to lend him [Ward] the money to buy a part. Did you know 
anything beyoxtid-thaTraDdijr the Terme-in^yhich the money would 
be loaned'lo your father-in-law? 


A. 


I learned that later on. 


Q. But in 1985, you did not know those terms? 

A. I probably did after it closed; but, you know, exactly 
when, I couldn’t tell you. 

Q. When you say you probably did after it closed, why 
is that? Is there a particular event that brought it to your 
attention? 


A. Well, I mean the deals changed, you know; and so 
\ he would have told me that he was borrowing the money' you 
\know, as opposed to Madison just buying it all andjmri getting a 
commission. 

\ \ 


Q. At the point at which you learned he was borrowing 
the money and was buying part of the property, did you have any 
understanding as to whether he was borrowing 100 percent of the 
money needed to buy his part of the prcperty'Dr^me lesser 
amount? 

My understanding was it was ahvays 1CC\ercent fc 

\ 

Did you have any understanding as to whether it was 
sus nonrecourse? 

I believe - you could tell me, but I believe it was 
nonrecourse. Nbeliev^that’s been an issue, i can't tell you when 
learned. 



Q. What was ^ur understahdlrrg^sTo the arrangement 
with resoect to commissionVon the sale of the property? 

A. If I remember nght --"buTt^^ this 

latejyon - there was a written agreement between McDougal and 
myHafher-in-law. And I think in general it was 10 percent on 
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anything he soidJXLpe rc e nt - on - a xiy^ommercial real estate; and 
then a lesaerpercentage on residentiaTr^al-estate. 


When do you think you learned those facts? 



A. ^Jt^atrtTDe sometiriie^ftef-Itieclosing. My \ 
impresskm was that initially he was going tog$t-paid when the 
aeaf'closed, you know, like most real estate peopleNAt some \ 
^pomt, that changed. 385 

\ 

MR. BEN-VENISTE: Now, what was your understanding 
about how it was that he came to take a portion of the ICC 
property in his name? 

MR. HUBBELL: In my understanding, and that's again 
based on conversations, was that when it came close to closing 
that there was some concern about Madison taking ail of the 
property in its name and that Mr. Ward offered to take a portion in 
his name until it was sold, if Madison would lend him the money to 
do so. / 



MR. BEN-VENISTE: And was that the extei 
knowledge? 



V 


MR. HUBBELL: It was all kind of after the fact. 


MR. BEN-VENISTE: Right. And do you recall discussing 
that knowledge with anyone at the Rose Law~Firm?_ 

MR. HUBBELL: I might have, but I don’t hav^any 
recollection of it. 336 



Hubbelhalso understood that Madison Financial could not buy all of the 
property in itKown^ame: 

Q. \At tFtistime, September 1985, what was you r/ 
understanding/ii^ny>with respect to the reasons why Madison 
was not going to Duy^ the'eofire property itself? / 

A. My understanding was bised orTwhat Mr. Ward told 
me, that maybe whoever cloWl the loan was - was that Madison 


\ 



ibbeU, Interview. Dec. 27, 1995, at 15:1-16:15. 
Hubdell Senate Testimony, Feb. 7, 1996, at 13-14. 
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had limits on wha 
was goin< 


o u i d o w n i n - 
own part of it until it 


4s^pwn name, ai 
could be^soid. 387 


and so Mr. Ward 


The foregoing is fairly consistent with what Hubbell totajhe RTC’s 
Inspector General, as summanzed by an investigator N \ 

\ 


HUBBEkiTsaid that WARD told him that he was^negotiatmg or\ 
behaff of MADISON to buy the IDC property, which Wctuld thence 
split up between MADISON and WARD. HUBBELL saichthat \ 
Ward may have told him that MADISON could only buy a portion \ 
of the money [sic], and that the limitation may have been \ 
regulatory. HUBBELL recalled that Ward was negotiating the 
purchase as if he was the sole purchaser because the purchase 
pnce would have been higher if the sellers thought that 
McDOUGAL was the actual purchaser. WARD also had told 
HUBBELL that his part of the purchase would be financed with 
money borrowed from MADISON GUARANTY. 388 


Exactly when Hubbell acquired all this information is unclear. He says 
he gained most of it after dosing (October 4, 1985), but that might be incorrect. 
As shown by the passage quoted above, on at least one occasion Hubbell said 
heshacKsuch information in September 1985. In additioo>+ubbell, in the 
conversation with Schaufele after McDougal’s birtfiPay^party in August 1985, 
declined^tO^SSiSt Ward with the transaction, citing rnn flirts Thflt_fftat Q m<a af 
provides a' basis to infer that Hubbell knew something of the terms of the 
transaction at this time. 


x It is much harder to prove what other Rose Law~Rfm lawyers knew (if 
anything) about these matters. Other than Hubbell, alTof^hem'tUve denied 
knowing the salient terms that arguably make Ward a straw> 

\The elements of aiding and abetting . 



To be N Hable N for aiding and abetting, one must be generally aware of his 
role as part of arkoverall illegal or tortious activity, and one must knowingly and 



'388^l(j'€x. 111-69, at 6-7. Regarding his role in the acquisition. Hubbell wrote a letter to the 
FDICirT'dbae^89 stating that he had 'not represented Mr. Seth Ward in connection with any 
issue or matteT relating to'his disputes with Madison Guaranty.' RTCKC42271; Hubbell 
Interview. Dec. 27. 1995, at 36:10-19. 
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substantially assist thegriDOfi a l v ^at tonJfl^There may have been a principal 
violation here, buMHereis no substantial evidenceTbat the Rose Law Firm 
knowingly antfsubstantially assisted in its commission> 


Knowledge: Mrs. Clinton, Thrash and Thomas, all of whom recall very 
little about the transactienrSay they hacTTHr^avirigs and loan experience, did 
not know of the^rkansas investment limitation regulfetkyr did not know of the 
1984 FHLBB Report of Examination or Supervisor/ Agreement, and did not 
know the terms on which Seth Ward purchased his portion o^astle \ 
Grande. 390 No substantial evidence to the contrary has been found except 
possibly as to Hubbell. 391 Hubbell knew in 1985 the essential terms of the 
transaction, including the aspects that arguably make it a straw-man\ 
arrangement, but he says he did not learn these things until after the 
transaction closed. 


If Hubbell had knowledge at a relevant time, it is possible that this 
knowledge might be imputed to the Rose Law Firm. As a matter of partnership 
few, that may happen if the partner who knows something but is not/ acting in 
the particular matter "reasonably could and snould have communicated rt to the 
acting partner.' -392 Even so, it is unclear that the imputation of Hjubbell's 
knowledge to the firm would mean that otherwise-innocent acts performed by 
other lawyers in the firm, who lacked actual knowledge ofjhese matters, would 
somehow become 'fraud - or 'intentional misconc^ct^within the meaning^ the 
statu^fe. of^ftmitations extender. There is no relev ant case law unripr thi? — 
extenderstatute, nor much by way of analogy in cases construing the Uniform 
Partnership Act. 



389 Restatement (Second) of Tons § 876 (1979). See generally Rose Report at 46-46. It 
should oe, noted that somecody has given a cooy of the Rose Reccmo^be Rose\aw Firm 
snc 'c.s^crr.ecodv associated with Presicent ana Mrs. Clinton. Rose Law Firm Chiet^Coerating 
Officer Rbqai^djark has read the Rose Report. Clark Senate Testimony, Jaa 18, 1996, at 16, 
23. Mirs. Clinton rtad it descnbed to her, but not in any detail. Clinton Interview, Feb. 14, 1996. 
at 1061 Were the FOlC to institute litigation against the Rose Law Firm, rt would not help to 
have the Rose Report irTtde hands of the other side. 


390 Thrash InterviewhOec. >x1995. at 4:20-5:12, 7:23-26, 23:25-24:25, 24:26-25:20, 31:13- 
22. 32:1-12. Thomas Interview, DeCNl9, 1995, at 5:4-12. 17:13-19:10, 23:3*7, 28:15-29:12. 
Letter from Alden L Atkins to Bruce A.^Bncson, Feb. 2, 1996, at 1-2. / 


/ 

/ 


391 Mrs. Clinton might well have seen references to Rule V(C) in Massey's correspondence 
with Beverly Bassett and Charles Handleyhbut even assuming sne cast her eye over this letter, 
there is no reason to think it so mucn of an impression on her that rt would have come to mind 
monthsvlater in a different context. Also, Massey'^Ttec4e jtionstrate d^apparently to Handley's 
^■"satisf action, that Madison Guaranty was not close to being in violation of Rule V(C) at the time. 


392 1 AlarTR. Bromberg and Larry E. Ribstem. BromPerg and Ribstein on Partnership 

§ 4.06, at 4:73 (1994), quoting Uniform Partnership Act § 12 (1914). 
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Substantial assistant' Thg-argumgnthere also is weak at best, 
although the re^sofis'^cTthis weakness diffeTaS'detween the two pnncipal 
documents.^ 


was 


'The September-24, 1985 letter Hubbell says that he dicknot draft the 
September 24, 1 9 QSJe&er? 33 ’ andTTe told thre-Seoate that he "wasnl party to 
the representation of Madison and my father-in-lawirtldat acquisition, but I 
aware of ^generally." 39 * The evidence summanzed above Ss not entirely 
consistent with Hubbell’s declaration that he "wasn't party to the representation 
of Madison and my father-in-law in that acquisition," but it suggests at most that 
Hubbell may have cast a fairly casual eye over the September 24, 1,985 letter. 


\ 


Mrs. Clinton also says that she did not draft the September 24,\ 1985 
letter. To disbelieve her, one must adopt a whole senes of fairly implausible 
assumptions about when the letter really was drafted and what Mrs. Clinton 
was working on in November 1985. As already stated, a trier of fact is highly 
unlikely to find that these assumptions are supported by the weight of/the 
evidence. 

\ 

\ ' 

The May 1, 1986 option: This option has less immediate significance 

thanMhe September 24, 1985 letter. The option did not assist jnlhe closing of 
the acquisition. It, unlike the letter, was created many mopths after thev^ 
transaction closed. The option, unlike the letter, does-not prove any awareness 
on thsNpamof its author of Ward’s arrangements with Madison Finan cial -Such 
awareness could be inferred only if one credits the LatharrVYoung "complex 
theory" that the option was an attempt to obtain capital-gains treatment for 
Ward’s commissions. If, instead, one credits Ward's view that the option had 
^ -qothing to do with the commissions (as the jury in W^rd^ Madison obviously 
did), then the author of the option need not have knoWrvanytfilngabout Ward’s 
comrtkssions, let alone his 100 percent financing or the otfi^term^embodied 
in the September 24, 1 985 letter. For these r easons, the opticr^seems, at 
most. 'taogentjaJly related to the acquisition itself. 

Of the^two'Theories, the simple theory probably is the more believable; 
the jury accepted^ and it has the virtue of being simple and consistent with the 
September 24, 19&S^ett&i^Nevertheless, the complex theory has its 
attractions, too: in some respects it looks like just the sort of thing that 
McOougal would attemptXBe tfiak^s it. may, there is no evidence that 
Mrs. Clinton had any information that^wouldjiave put herjxf notice of the' facts 
underlying the complex theory . x She has denied havirigsuch knowledg^ and 
the circumstances support her. It ls x hi^hly unlikely that, even if shejrad been 


393 


X 

\E*Nt!-69, at 6-7. 


394 Senate Heanng Transcript, Dec. 1, 1995. at 102:22-103:2. 
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j, she wouldjT^va-4fa rt c d a 4ccuiTiervt having a complex (and highly 
ax purpos^irvtwo hours/ 95 It aisois~unfikely that, had she known 


so inclined, 

dubious) tax purpose/ 
that purposje/she would have described the wrong property. For these 
reasons^a trier of fact is highly unlikely to conclude that Mrs.xCIintcn either 
knew^of any wrongful purpose connected with the option (if there was one), or 
had the intenMc^ 

A third theory might be suggested. The option mighNpe related/o an 
effort tadocument Ward’s rights. Ward and others have testified to such an 
effort noting the need to have some wntten evidence for the FHLBB examiners 
to see of Ward’s entitlement to the commissions. 396 In addition, a lawyer . 

(such as Mrs. Clinton) working on FSLJC matters might have gained familiarity 
with the D’Oench Duhme doctnne and thereby developed a concern that an 
oral or inadequately documented arrangement might not prove enforceable 
should Madison Guaranty fail. 397 Hubbell says that Ward was anxious: about 
whether he would be paid. 398 In such circumstances, it would not be unusual 
ro ask a lawyer to help reduce one's rights to wrrtmg. 


On analysis, however, this theory is really only a variant of me 'complex 
theory." The theory that Mrs. Clinton might have been helping Ward to avoid a 
D'O'ench Duhme problem makes sense as applied to the option only if one 
c red itS\the view that the option bore some relationship toJAfard's commissions. 
If this view is accepted, then the option might be deemed a rather opaque-and 
perha£>s misleading means of documenting Ward 's entitlement tn commissions. 
But, as ndted, this is a theory the jury in Ward v . Madison rejected, and it 
suffers from a number of problems, starting with its inconsistency with the 
September 24, 1985 letter and going on to its dependence on Latham and 
s Ycung, witnesses whom it would be easy to impeachT 599 ^-^ 


Jn any event, Mrs. Clinton does not recall being asketU advice or 

sar/ices: 



395 DKRT VNX)092 2. The timesheet entry does not suggest that Mrs. Clinton sooke to 

anyone else at theTimn, ^g., a tax lawyer, and Mrs. Clinton usually was meticulous abouh 
recording sucn intra-office conferences. 


396 Ward v. Madison R.Tn27-29>49-54, 101 -02. 114-15. 


397 D'Oench, Duhme & Co. v. FQIC, 315 

references to the doctnne also include^the related statute, 12 U.S.C. § 1823(e). 


L(1 942). 




/ 


in this report, / 


398 ^As nctec aDove, Seth Ward told Webster Hubbeil in Ihe spnng of 1986-that he ‘had 
some sense Madison was having trouble* and was very-aax ious‘ abo ut-wtlether he was going 
i paicTthe commissions he was owed. Hubbell Interview, Dec. 27, 1995, at 43:21-44:12. 



399 Latham pled guilty to bank fraud. Young's problems as a wrtness are much less 
senous but there are a number of inconsistencies in his testimony. 
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Q . ^AtJbe ^g t nmng -^tJtus^asKed you a 
little bit aoouflfie D'Oench Duhme Doctnne^aQd you 
described your understanding for me. Let me asXyou this. 



With respect to the option you prepared, 
the May 1 , 1§S^opTfdn, is it posslbfe~1tm-was 
prepared-iSecause - I’m just asking - I’m not 
suggesting this as evidence -- I’m just asking the 
^estion. Because you had advised Mr. Ward that he 
/ needed to document his compensation arrangements with 
Madison Guaranty, that he was undertaking certain 
work for Madison, evidence which you indicate you 
don’t recall and perhaps never knew about that he was 
to be paid some commissions. Is it possible that he 
had come to you and said "look, I don’t know if I’m 
going to get paid or not. It’s been six months. I 
haven't been paid, and the examination is underway. 

I’m a little concerned about whether or not I’m going 
to get paid." 


Is it possible you advised him you ought to 
reduce this to wnting? If you don’t have it in 
writing, you may not get paid and if the institution 
ever taken over, you could be out of luc k because 
there's no written record? Is it possible you gave 
him such advice? 


A I don’t recall giving him such adviceXK 
don’t recall knowing enough about Mr. Ward’s^personaT 
dealings with Madison to have had any basis to giveX 
him sucn advice. I don’t recall Mr. Ward ever 
\eekmg my advice about his personal financial 
arrangements with anyone, including Madison. 



iu recall him indicating any - let me 


Q\Oo 
put it this wa 1 


Mr. Hubbelfhas sakklo me at least that 
Mr. Ward expressed tb^m, startingjn jhe spnn gj^ 
1986 what Mr. Hubbell descnbed as a state of anxiety 
about affairs at Madison andXow - I think he goes 
into more detail - but expressing anxiety worrying 
about whether or not he’s going to be paid: — — 


take it what you’re saying, is that 
didn’t come to your attention that Mr. Ward had 
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anxiety of that sortZ- 


Mr. Ericson, I don’t recall Mr. Ward ever 
expressing anxiety about anything to me. Mr. Ward’Vv 
demeanor and dealings with me were always filled with 
confidence^ot-amde^, to the besr 
recollection, in the years that ! had any dealing 

wittrfiim.* 00 

/ 

Several other facts support Mrs. Clinton’s recollections: 



First, she may not have known much about the D'Oench Duhme 
doctrine. When asked a blind question about it. she answered by descnbmg an 
unrelated legal issue.* 01 


Second, the theory that Ward or McDougal wanted to have the: Rose 
Law Firm document the terms that (arguably) make Ward a straw man is hard 
to reconcile with the fact that in other respects McDougal and Ward seem to 
have resorted to self-help rather than advice of counsel. Certainly .the series of 
loans that they entered into in the spring of 1986 ($400,000 fronvMadison 
Guaranty to Ward; $300,000 from Ward to Madison Financial^and 
approximately $70,000 running in both directions) reflect^Tunusual approach 
to documenting Ward’s entitlement to commission^^Phere is no evidencaJhat 
the Rbse taw Firm had a hand in these loans. I t is hard to imagine that-yiy 
competent lawyer could have recommended this course of action. 


Finally, even if a trier of fact did find liability, it is doubtful that the option 
' caused any harm. It was never exercised. It did ncTcover up anything, ncr did 
it prevent the FHLBB examiners from roundly criticizirkj-ttTe lE^S/Castle Grande 
project in their 1986 Report of Examination. While it became, an issue in Ward 
•/. Madras/:, neither Ward's counsel nor Madison Guaranty's counsel thinks it 
was v^ry important to the result, and a review of the trial transcript leads to the 
same 1 coriciusioq. For all these reasons, the May 1, 1986 provides no basis for 
any sort of cfajm against the Rose Law Firm. 

The moneyrecented by the Rose Law Firm: The amount of money paid 
to the Rose Law Firrrrfor its>aatter 5/lDC/Castle Grande work (s' not 
substantial. Work was p^ormetktpr the money, at least witfyrespect to the 
liquor and sewage issues, ahdttie initiaLugyiew of thejjureflase agreement. 


400 ^GiUTtOTKinterview. Feb. 14, 1996, at 103-05. 

401 Clinton Interview, Feb. 14, 1996. at 22, 102-05, 107. 
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As noted, for a tjmejb e Ro se L aw JEirmi received a S2.000 a month 
retainer from Mapison Guaranty. The press has^uggested that then-Govemor 
Clinton personally solicited this retainer from McDougahaod picked up the 
money monthly.' 102 The suggestion is made that the retainer^was paid 
because the Clintons wanted the money, rather than for services rendered. 



This^suggestion seems wrong for at least thre^feasons: 

First, the retainer was treated as an advance fee payment for services to 
be rendered rather than a "true - retainer (a fee paid regardless ohwhether 
services are rendered, in effect, a fee for remaining available). 103 Consistent 
with this interpretation, the Rose Law Firm deposited the retainer into a trust 
account, at least starting in February 1986. 104 A “true - retainer need not be 
deposited into a trust account, because it is a payment for being available 
rather than an advance on sen/ices. 


Second, services were rendered and, when the representation was 
neanng an end, the unused portion of the retainer was returned to Madison 
Guaranty (indeed, perhaps while Madison Guaranty still owed the Rose Law 
Firm some money for the Babcock and Tulsa Econolodge matters/! Thus, the 
suggestion that the retainer was some sort of gratuity, or was ^handled 
improperly, lacks foundation. 

-)ird> as described above, McDougal’s M adison Bank had r pfn*ArL_tn pay 
the Rose'taw Firm in full for litigation services rendered in 1981 and 1982. 
Given this prior experience with McDougal, the Rose Law Firm could hardly be 
blamed for seeking advance payment before agreeing to represent a McDougal 
^entitv once aaain. 


4'tssing documents: The Rose Law Firm did not hav* 


^ . N a centralized 

system oi.ooening or maintaining files; instead, matters were left to the 



402 Los Angeles T/mes^Nov.'MA 1983. Cf. Strayhom Interview at 45; Daytdson Notes of 
Raglin Interview, May 11,1 994 n . The^Rresident states that he did not pick up' the money . , 
Interrogatory Responses of Wiin^JefferSop^Clinton, May 24, 1995, answer to Interrogatory 
No. 17(f), at 32. 


I, 


/ 


403 « Interrogatory Responses of Hillary Rodham Clinton, May 24, 1995, answered 

Interrogatory No. 17(d), at 34-35 fl don't recalTwhc negotiated the 'retainer arrangement' (this 
was in fact simply a prepayment of fees and expenseSr-witt iany exceg sJo^be refunded to the 
distinction is explained in Charles W. Wolfram, Modem Legal Ethics § 9.2.2, at 

505-0 


404 RLF2 02995-96. 
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discretion of individualiawyers. 405 Th e ^hngntjine" approach taken to the 
statute of limftatioAs^fT^rkansas has made lon^tem^document retention by 
law firms less^customary than might be true elsewhere^Mr^Arkansas, as in 
some other states, the courts have been reluctant to develop^exceptions to the 
statutes of limitations. ' While in some states (e.g., California), various toiling 
doetnnes make it exceedingly ditticuit to 75Trdef~advice on how long^one must 
keep documeptsTln Arkansas this is not true. As recently as 1991, >he 
/Arkansas ^SCipreme Court, in a legal malpractice case, refused to adopt a 
variety .of toiling doetnnes, stating as follows: 

/ \ ' 

There is yet another significant reason we do not 

retroactively aaopt the "discovery rule," "date of injury rule, 4 on 
“termination of employment rule." Many abstractors, accountants, 
architects, attorneys, and other similar professionals surely have 
relied on our traditional and long-standing rule. In doing so, they 
had no reason to keep records for longer than three (3) years. As 
a consequence, if we retroactively changed the rule, they might 
easily have no materials to use in their defense. 40 * 

The new evidence shows that the Castle Grande files were' discarded in 
^98S X long before Whitewater in any form became an issue, pie discarding 
occurred in a seemingly innocent context, as part of a general effort to discard 
unneeded files. 407 There is no evidence that Mrs^pinton knew anyone might 
need the fifes. The Ward case was then going t o tnai and .^he hart a filg — 
labeled "Ward Option" but she says she does not recall being aware of the 
case, much less knowing that the option was at issue. 408 



405 <Thcmas Interview, Dec. 19, 1995, at 30-31; HuDDell Interview, Dec. X 27, 
43:20. , 


I995\at 4i:i6- 


406 Chapman v. Alexander, 307 Ark. 87, 817 S.W.2d 425, 427 (1991). Of course, nothing 
in this opinion, or elsewhere, would justify spoliation of evidence, should that be/ proved. The 
only point being made "here V^that discarding files before investigations began and subpoenas 
were issued might be justifiable. Therefore, without more, the non-existence of certain files 
today is not proof of actionable wrongdoing. / / 


407 Supplemental InterrogatoryT^esponsesTriT^ll ary Rodhan iXtirtton, Jan. 20, 1996, 
answer to Interrogatory No. 68, at 14-lSv.and tab A thereto. Compare RIC 000007G / through 
RIC 0000071, produced under cover of a letter from Alden L. Atkins to Bruce A. Erjeson dated 
FeP. 9, ,1996. The handwriting on RIC OOOOOTTj^indicating that files should be discarded, is 
not the same as the handwriting on the document behmdJa b A, which js-otrierwise identical. 
Mrs^Clintoo. thinks a staff person must have copied her directions onto another copy of the 
onginaTTnemorandum. Clinton Interview, Feb. 14, 1996, at 99-101. 


408 Clinton Interview, Feb. 14. 1996, at 101. 
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The worse thatjTiigtit-be sa*d-i s t halers. Clinton should have checked 
with her client before discarding files that belonged4o it . 409 If she did not do 
so, that arguably was an error on her part, but it is onethjng to deem it an error 
and quite another thing to deem it spoliation. Besides, in Arkansas there is no 
general duty, in the absence of ongoing proceedings, to preserve evidence. 410 

Conspiracy theories: Of course, one might rejectall this and argue that 
the documents were destroyed in 1988 for a nefarious reasoned that all the 
witnesses have testified untruthfully. Such an argument, however, would be 
highly unlikely to persuade any tner of fact. N N 

1 / \ 

/ It simply would not be persuasive to argue that, for $21 ,000, McDougal 
conupted the Rose Law Firm and convinced half a dozen lawyers, most of 
whom he did not know, to join him in a scheme to violate the law. Odd as; he 
might seem, McDougal did not involve large groups of strangers in his; 
schemes. Instead, McDougal typically involved a close group of long-time 
fnends and trusted associates in his plans, and nobody else. And typically it 
was the same people, over and over, friends and vassals who dated back to 
McDougal's youth. 

\ \ / 

\ \ Rather than find a conspiracy here, a trier of fact presented with all the 

evidence is far more likely to end up thinking jomethingjikelhis: 

\ \ v 

x l>ie Clintons (like Senator Fulbright) wprpnnt nld cmnips likP^S-D— 

Randolph^instead, they fell into a different group. They were not confidantes 
but people who McDougal wanted to claim as friends. Sitting on the periphery 
of politics, McDougal wanted to be known as someone who had friends in high 
~~ v places. In the Clintons’ case, he wanted to say somethrngjjke this: ’They are 
fneqds of mine. We go way back. They have invested-with me^ I worked for 
the Governor. His wife is my lawyer.' ^ N \ 

v \ \ 
v N^alhprobability, after Massey sought to obtain legal workfrom Latham, 
Latham raise^ttie issue with McDougal, and McDougal thought something like 
this: ’What Vgood^idea. I already have Jim Guy Tucker in my stable of 
lawyers. Why not aetdsthe First Lady as well? I will send her some fairly 
prosaic assignments^nchsee how she does. Meanwhile, it certainly won’t hurt 
to let people know the'Govemoris wife represents me.’ / 

' / / 

In contrast to this, th^onspiraCy^beo ry is hop elgssty flawed. The 

Independent Counsel already haa.alleged adifferenTconspiracy-the conspiracy 


^^*09 See Clinton Interview, Feb. 14, 1996, at 97-102. 


410 Wilson' v. Beloit Corp ., 921 F.2d 765 (8th Cir. 1990), affirming, 725 F. Supp. 1056 (W.D. 
Ark. 1989). 
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with Tucker-invoivtngJhe-Jiam^^ Grande. Without 

prejudging the results of that forthcoming tnalJeT'us.grant that the conspiracy 
alleged in thelndictment does not violate common sense^The pnncipals were 
cut in orrlhe deals, and relatively large amounts of money changed hands (six 
figures, it is alleged). Whatever one thinks of that, however, it strains common 
sense to place a seound'SeTof conspirato^orsthe same property^a set that 
included halfa-tjozen lawyers who had never met McOougal before, set that 
was not cufln on the deals, a set whose senior members stood to gain 
/ something on the order of S20 a month. x 

/ \ 

Summary: The only solid evidence tying the Rose Law Firrmto the 
IDC/Castle Grande acquisition is evidence of the innocent activity of 
participating in the drafting of the purchase agreement. While some evidence 
suggests that Hubbell could have had a role in the drafting of the 
September 24, 1985 letter, Hubbell denies it, as does Ward, and nothing proves 
Hubbell drafted the letter, much less that he did so knowing it to be wrong. 
Similarly, while Mrs. Clinton drafted the May 1, 1986 option, nothing proves she 
did so knowing it to be wrong, the circumstances of the work point strongly 
toward innocent explanations, and the theones that tie this option to wrongdoing 
or to the straw-man arrangements are strained at best. 



CONCLUSION. 



Tine evidence taken as a whole does not amount to convincing proof that 
the Rose Law Firm knowingly aided and abetted a fraud, or a scheme to 
circumvent the Arkansas investment limitation regulation. This conclusion does 
N30t necessarily mean that the evidence exonerates anyone; it simply means, 
given the applicable legal standards and the statutorySnandatdninder which the 
FDIOope rates, that no reasonable basis has been found icr recommend the 
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INVESTIGATION OF WHITEWATER 
DEVELOPMENT CORPORATION 
AND RELATED MATTERS 


EXECUTIVE SESSION 


WEDNESDAY, JUNE 5, 1996 

U.S. Senate, 

Committee on Banking, Housing, and Urban Affairs, 

Special Committee to Investigate Whitewater 
Development Corporation and Related Matters, 

Washington, DC . 

The Committee met at 10:26 a.m., in room 216 of the Hart Sen- 
ate Office Building, Senator Alfonse M. D’Amato (Chairman of the 
Committee) presiding. 

OPENING STATEMENT OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. I apologize for getting started late, but the Mem- 
bers have been meeting. The Committee is going to discuss the pos- 
sibility of examining Mr. Hale, which is of great importance and 
the manner in which that is done. 

Let me say that it was a bipartisan effort of this Committee, the 
Minority joining the Majority, that has attempted to bring Mr. 
Hale in. We sought by way of subpoena to examine him, to depose 
him, and then have the opportunity to hear his testimony. We en- 
countered resistance by the Special Prosecutor because of the pend- 
ing trial in Little Rock. After the trial, we once again joined in an 
effort to bring Mr. Hale before the Committee. First, to depose him; 
and then, to examine him publicly. 

We were responded to by his lawyer, Mr. Olson, in a May 23rd 
letter, that we have made available, in which he indicates that Mr. 
Hale respectfully declined to appear before the Committee for a 
deposition or public testimony. He goes on to say: 

Mr. Hale has been explicitly threatened, in writing, with prosecution in Arkansas 
by Arkansas State authorities. There are ample bases for believing that such 
threats and any such prosecution would constitute retribution against Mr. Hale for 
his cooperation with the Independent Counsel. He has been advised that any testi- 
mony that he may give before the Committee may be used against him by Arkansas 
prosecutors in such future proceedings. Under the circumstances, Mr. Hale feels 
that he has no choice but to avail himself to the protection afforded to him by the 
Constitution. 

Mr. Hale’s attorney advised the Committee that he would not 
come in without getting protection from self-incrimination. The 
Committee reached out to Judge Starr, wrote to him on May 30th, 
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asking whether or not he would be opposed to our request for what 
we call “use immunity,” a limited immunity, which means Hale 
could no longer successfully raise the threat against incrimination 
and raise the Fifth Amendment as a defense against testifying. 

It would provide him with limited-use immunity, which means 
that any testimony he gave could not be used against him. It would 
not, in any way, permit him an early exit from prison nor would 
it permit any crimes that he committed from being prosecuted and 
pursued. If, indeed, evidence has been gathered and a prosecution 
may be undertaken in the State of Arkansas or any other place 
against Mr. Hale for actions that he has undertaken, he can still 
be prosecuted and his testimony before this Committee is the only 
thing that could not be used against him. 

We were mindful of not having a repeat of some of the problems 
that have taken place in the past. That is why we went to extraor- 
dinary lengths in accommodating the legitimate concerns of the 
Special Counsel. 

That was an understanding the entire Senate reached and un- 
derstood in enabling legislation that authorized the Whitewater 
Committee to undertake its work. We are now here today for the 
purposes of considering enacting a Resolution which would give us 
the ability to grant limited-use immunity to Mr. Hale. 

I want to announce that a quorum has been established. I know 
that there are various questions that my colleagues have and want 
to raise with respect to this matter. 

This is a serious matter. It’s a question of having an opportunity 
to hear, admittedly, an important witness and to judge his veracity 
and credibility, both by the Committee and the American people. 

Senator Sarbanes. 

OPENING COMMENTS OF SENATOR PAUL S. SARBANES 

Senator Sarbanes. Mr. Chairman, this requires some very care- 
ful analysis and discussion. I believe that Mr. Hale is seeking to 
abuse the Committee by this proposition his counsel has put forth 
for what really amounts to blanket-use immunity. 

Once Hale comes in, if he’s given immunity, anything he says at 
the witness table, even if not responsive to a question put to him, 
he gains immunity for it. Mr. Hale is a bad actor and that is being 
charitable in the description of him in terms of the practices he has 
engaged in and the abuses he has committed. 

He apparently remains subject in Arkansas to prosecutions — the 
one we know about apparently that has been put forward is the 
abuse of the burial insurance scheme in which poor people put 
money aside for burial insurance. They were ripped off in the scam. 
That’s the allegation with respect to Mr. Hale’s conduct. 

Why should he be able to come into the Committee and obtain 
immunity that offers the opportunity to, in effect, shield himself 
from accounting for those activities is beyond me. I don’t think that 
should happen. 

It seems to me some thought should be given to bringing him in 
here without immunity and getting his testimony with the possibil- 
ity of finding some way that he will not be questioned on that par- 
ticular area. Then he couldn’t abuse the Committee by moving into 
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that area and by doing so gaining immunity for himself, which I 
think is a very real danger, given the kind of person he is. 

OPENING COMMENTS OF SENATOR ORRIN G. HATCH 

Senator Hatch. Please, would the Senator yield just for a second 
on that point? 

Senator Sarbanes. Certainly. 

Senator Hatch. It’s my understanding that nobody is going to go 
into that. I mean, these certain 

Senator SARBANES. Hale can voluntarily 

Senator Hatch. This is going to be limited just to 

Senator Sarbanes. Let me say to the Senator, you run the risk 
that Mr. Hale will simply volunteer it in the course of his answers. 
Once he lays it on the record, he gets immunity. 

Senator Hatch. They can prove that case without his testimony. 

Senator Sarbanes. Pardon? 

Senator Hatch. They can prove that case against him from what 
those facts are whether he testifies or not. 

Senator SARBANES. I don’t know that that’s the case. But I don’t 
think Hale ought to be able to take a question from you and then 
just completely move in another direction and lay out an answer 
and obtain immunity for the material 

Senator Hatch. The Chairman is going to stop him. 

Senator Sarbanes. — he could put on the record. I really don’t 
think that ought to happen. 

The Chairman. I think that the Senator should be permitted to 
do everything possible to cut off any line of testimony as it related 
to that area, recognizing two things. First, that it was outside of 
the scope of what we are inquiring into; and second, we would not 
give him an opportunity to act and use this Committee as a shield 
from criminal prosecution. We will not permit that line of testi- 
mony. I mean, that would be my intent. I would hope the Commit- 
tee would join in with me. 

Senator Bryan. 

OPENING COMMENTS OF SENATOR RICHARD H. BRYAN 

Senator Bryan. Mr. Chairman, isn’t there an easier way to go? 
Rather than to let him control the Committee, why don’t we all 
agree that we will not ask any question relevant to this National 
Savings matter under which he faces potential prosecution; we all 
agree, and you have the ability to rule us out of order? 

The Chairman. Absolutely. 

Senator Bryan. So under those circumstances, why should he be 
granted immunity? His concern is the prosecution at the State 
level. I understand that. 

The Chairman. Well, let me say this to you: Again, we have, in 
an effort to pursue this, reconfirmed yesterday, and his lawyers 
have indicated quite clearly that he would not waive immunity. 

There may be something that none of us are aware of. I am not 
speaking on behalf of David Hale, but every citizen who obviously 
has broken the law, been convicted, and is in prison for lots of mis- 
deeds, there is no way to get him to waive that which is a limited 
use, which says any testimony he gives can’t be used against him. 
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Senator Bryan. My concern is that Mr. Hale and his lawyers are 
very cleverly trying to manipulate this Committee. That is to say, 
if he blurts out something in the course of a question, even though 
it is unresponsive to the question, he then has expanded his own 
immunity. 

Senator Kerry. He would even be immune as to the perjury that 
he might commit here. 

Senator Bryan. For example, if he says, “And by the way, I also 
have to tell you that I have perpetrated fraud against a couple of 
other Federal institutions.” He, thereby, secures immunity by ex- 
panding his response. I mean, that’s a great risk, it seems to me, 
for this Committee to take; whereas, the simple course of action is 
you simply rule us out of order if we ask any questions that relates 
to the National Savings case, which is the case that he ostensibly 
is concerned about that is subject to the local prosecution. 

That seems to me a reasonable approach. 

Senator Shelby. Mr. Chairman. 

The Chairman. Yes, Senator Shelby. 

OPENING COMMENTS OF SENATOR RICHARD C. SHELBY 

Senator Shelby. Mr. Chairman, I would like to ask Mr. Chertoff, 
what are we really asking for and what is the scope, and what are 
Mr. Hale’s options, if he would comment on that? As a former pros- 
ecutor and U.S. Attorney, he understands all that. 

Mr. Chertoff. To answer the question, Mr. Chairman, there is 
nothing that Mr. Hale could do, in answering your question, that 
would give him immunity from prosecution based on any evidence 
that has been gathered by the State prosecutor in Arkansas. What- 
ever the State prosecutor has in his hopper now is, and will always 
be, available to the State prosecutor in order to make his case. 

All that use immunity does is say that anything that is said here 
cannot be used to build a case. Therefore, even if he were able to 
blurt something out before the Chairman cut him off, all that 
would mean is that the prosecutor in Arkansas could not use what 
was blurted out in making the case. It would not undo or erase any 
evidence that the prosecutor can independently develop. 

Senator Kerry. Mr. Chairman, with all due respect to the 

Senator Shelby. Mr. Chairman. 

The Chairman. Senator Kerry, if you would wait for just a mo- 
ment I will come to you. 

Senator Shelby. 

Senator Shelby. I would like to follow up and ask Mr. Chertoff 
this question: During the Watergate proceedings, how was immu- 
nity granted and used, if it was? 

Mr. Chertoff. Well, I think in Watergate, as well as in a num- 
ber of other proceedings, use immunity, was given out to witnesses. 
I think over the past years, over 300 witnesses have been granted 
use immunity by the Senate. 

Even since Oliver North testified, I think that there have been 
approximately a dozen. Mr. Chairman, I would say that this is dif- 
ferent than the North case for the following reasons: 

First, the prosecutor in the Oliver North case objected to the 
granting of use immunity. Here, of course, the prosecutor and the 
Independent Counsel, who was the only prosecutor that the Resolu- 
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tion requires the Committee to be concerned about, has said that 
this will not affect the prosecution. In fact, Mr. Hale has already 
been convicted and is serving his sentence. 

Second, what we are proposing to deal with here with questions 
is not the subject matter of the State prosecution. So there is really 
no risk that the kind of taint problem that arose in the North case 
could arise with respect to the separate State case. 

This individual, as with the case of others who have told the 
Committee they would plead the Fifth, such as Mr. Wade, who was 
the real estate broker for Whitewater, has an absolute right under 
the Supreme Court rule to assert his Fifth Amendment right with 
respect to any question, even if, on its face, it's an innocent ques- 
tion that might in any way, shape or form be a piece of evidence 
that could be used in a prosecution. Therefore, in terms of the abil- 
ity of the Committee to require his testimony, it is essentially up 
to the witness. 

Mr. Hale’s lawyer, as late as yesterday, told the Counsel on both 
sides that he was greatly concerned about the whole area of exam- 
ination in terms of his Fifth Amendment right. 

Senator Shelby. Since the Oliver North case, I understand the 
Senate has granted immunity 12 times, in other words, 12 wit- 
nesses, since then; is that correct? 

Mr. Chertoff. That’s correct. 

Senator Shelby. Thank you, Mr. Chairman. 

The Chairman. Senator Kerry. 

OPENING COMMENTS OF SENATOR JOHN F. KERRY 

Senator Kerry. Mr. Chairman, there are a couple of questions 
that come up. I tend to share Senator Bryan’s view, that there is 
a sense of abuse of the Committee here for the following reasons. 

First, let me comment on the Oliver North situation. What the 
court has said, and I think most people have come to the conclu- 
sion, is that the North case has raised sufficient doubt about grant- 
ing immunity. No one can predict with certainty what is going to 
come out in the course of testimony or how that statement here, 
or evidence elsewhere, is going to cloud or impact the perceptions 
of another case. 

It is an absolute certainty, that the course of justice in the case 
will be affected by his appearance here with immunity, because no 
lawyer worth his salt is not going to file an appeal based on the 
claim that, in fact, the entire prosecution was tainted. So you have, 
to a certainty, the fact that you are going to tie up the court proc- 
ess, the legal system with the assertion of that complaint. 

Second, we can predict that there will be a convoluted set of ar- 
guments. The ability of any jury or any judge to draw, the conclu- 
sion that, in fact, what he says here somehow has an impact on 
some evidence in the State trial conceivably. 

Now that’s one point. 

The second point is that the State trial involves ripping-off Afri- 
can-Americans in an insurance scheme for funerals. There is a le- 
gitimate question here whether we ought to, in any way, provide 
any leverage against his ability to be prosecuted for that when we 
have a very simple solution provided by Senator Bryan, which is 
that we all agree we are not going into that area. 
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If you do not go into that area, then the entire question of a 
tainting doesn’t have to be broached because this man has already 
testified for 9 days in a court of law without immunity. By what 
rights should he go to the Arkansas Court, cut a deal and agree 
to talk in court, get a lesser sentence and now come up to the Sen- 
ate and bamboozle the Committee by coming in here and saying 
absolutely anything he wants whatsoever with the notion that for 
whatever he says here he can never be prosecuted? 

We would be inviting the possibility of any kind of broad con- 
demnation that has no basis whatsoever when he has already gone 
to court, testified in front of a jury, and been judged guilty. Why 
should we not act exactly as that court did and say, “You were will- 
ing to testify before the court. Now come and tell the country the 
very same things you told the court.” 

Senator Boxer. Mr. Chairman. 

The Chairman. Do you want an answer to that? 

Senator Kerry. Yes. 

Senator Sarbanes. Mr. Chairman. 

The Chairman. The answer is that his attorney has indicated 
that he is not going to waive his right. We have to now consider 
whether or not we want to take his testimony. 

As it relates to the question of the insurance company fraud that 
he may be involved in and may be charged in, particularly if this 
Committee agrees that we will not raise any issues, I think that 
becomes academic. We are not immunizing him from any crimes. 

Last, but not least is, if he lies before this Committee, he is sub- 
ject to a charge of perjury, and, we will pursue that. He has to un- 
derstand this is not a “get out of jail free card.” This is not saying 
that for any crime that he may or may not have committed that 
he now has absolution. This is a very narrowly defined immunity. 
We have no other recourse if we want to hear from him but to 
grant this limited-use immunity. 

Senator Boxer. Mr. Chairman. 

Senator Sarbanes. Well, Mr. Chairman. 

Senator Kerry. Mr. Chairman, the only subject that he faces the 
Fifth Amendment issue on is the insurance issue. If we agree not 
to ask him a question about it, there is no Fifth Amendment issue 
and you do not have to grant immunity. 

The Chairman. What you are saying is that, from our perspec- 
tive, why would he be doing this. I do not know what he may be 
concerned about testifying to, that could be used against him. Obvi- 
ously, this is a right that his attorney has indicated, as recently as 
yesterday, he is going to pursue. So we have to make a judgment. 

Senator Sarbanes. Mr. Chairman, our concern is, given what 
Senator Bryan and Senator Kerry have said, that he’s out to abuse 
the Committee in terms of the use of this process. In other words, 
if we take out the burial insurance, why would he need immunity? 
His insistence upon obtaining immunity leads one to the question 
or the suspicion that it is to accomplish a purpose that ought not 
to be accomplished and to use this Committee. I want the Chair- 
man to know that we have really worked hard at this and given 
it a lot of serious thought, because we have consistently all along 
said that he ought to come in and be heard from. 
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The question here really is this assertion on their part that they 
have to get immunity in order to do that. I am going to ask Mr. 
Ben-Veniste just briefly to give us the benefit of some analysis that 
he has made. Mr. Ben-Veniste. 

Mr. Ben-Veniste. Thank you. 

As Senator Sarbanes has pointed out, we have consistently been 
trying to bring Hale before this Committee. We have correspond- 
ence between the Majority and Minority about this subject, where 
back in November and December we started to request that Hale 
be subpoenaed. No subpoena was forthcoming, so naturally, he 
didn’t appear. Then we come to the extension of time for this Com- 
mittee’s work and a subpoena is issued for Hale. This occurs after 
the trial where he has now testified for 9 days under a plea bar- 
gain agreement with the Independent Counsel’s Office but without 
any blanket-use immunity. 

In response to our subpoena to appear for deposition, he asserted 
a Fifth Amendment privilege and in the letter of that assertion 
raised the specter of Arkansas prosecution. With the Chairman’s 
and the Ranking Member’s blessing, we had a meeting with Mr. 
Hale’s lawyer to try to flesh out what it was that he was prin- 
cipally concerned about. The only specific thing that he mentioned 
that he was concerned about was the prosecution that is con- 
templated against him in Arkansas State Court. I wish to empha- 
size that this is only an allegation, but we need to discuss it so we 
have what’s on the table before us. 

In that matter, the allegation is that in 1993 Mr. Hale committed 
a fraud with respect to a company called National Insurance, which 
was a burial insurance company, taking money from lower-income 
persons, as little as $1 a month to insure that they would be buried 
upon their death as opposed to being put in a Potter’s Field some- 
where in an unmarked grave. It appears, on the basis of the news 
reports relating to that allegation, that some $150,000 was re- 
moved from that company, which was controlled by Mr. Hale. 

In a surprise audit, the State insurance inspectors came in and 
looked at the books of the company and saw that this money had 
been removed. They demanded that Mr. Hale repay the money. A 
check was forthcoming in the amount of $150,000 and put back 
into the company. That information was provided to the insurance 
regulators. It was immediately removed after the documentation 
was provided to the insurance regulators. The company was taken 
over by the State. It collapsed and was in receivership. 

Now it gets a little more complicated, because the company was 
apparently purchased by Mr. Hale with the proceeds of the CMS 
fraud, the company that he had run and which was the subject of 
the trial in Little Rock, had generated profits to him. Among those 
profits was money which was used by Hale and, again, allegedly 
to purchase this company. 

So that is the area that he has specific concern about and the 
only area that he has specific concern. But, the request that he has 
made is for blanket-use immunity. He has indicated he will not 
give anything other than name, rank, and serial number without 
blanket-use immunity. 

The issue before us, as I see it, is having testified for 9 days in 
Little Rock, what has changed to require a grant of immunity from 


41-383 97-54 


3322 


this Committee which, as has been stated here, could pose a prob 
lem to the successful prosecution by State authorities? The issue o 
whether the Independent Counsel doesn’t have a problem with ou 
granting immunity doesn’t really address the question of the Stati 
prosecution. That is not the Independent Counsel’s prosecution 
that is a State pf Arkansas prosecution. j ;. v , 

This immunity that we are discussing is the same exact immu 
nity that was given to Ollie North, John Poindexter, and others. Ii 
that regard, the law has evolved somewhat from the days of Water 
gate. I was very familiar with the problems that were associatet 
with the grants of immunity in Watergate. At that time, the lav 
was that if you segregate your evidence in advance of a grant o 
immunity, you were pretty much assured that you could use tha 
segregated evidence in a trial of the individual who was given us* 
immunity. 

The North case changed that. The burden was then placed on th* 
prosecution. This case would place the burden on the prosecutor ii 
Little Rock, who is not a part of these proceedings. The law woulc 
require that he prove that nothing that came out of this hearing 
if it were the subject of a use immunity granted to David Hale oi 
a blanket basis, that nothing directly or indirectly came to his at 
tention, went through his mind, was used in any way, shape o 
form in connection with that prosecution. 

That is a stunningly different test than the Castaguard test tha 
was in place during Watergate and a much more difficult case a 
is reflected in the North decision where it was impossible for th< 
prosecution to meet that burden, even though they had segregate* 
their evidence themselves. So what we are faced with, really on ; 
common sense basis, is whether there is some benefit that is beinj 
sought here by Mr. Hale that this Committee will confer on hin r f 
that will interfere with prosecutions that are projected against hin l 1 ^ 
in the State of Arkansas. 

From a very practical standpoint, one would have to ask why I ^ 
after 9 days of testimony on the stand without a blanket-use immu 
nity, he would now need it from us. I think, in analyzing Senato W 
Bryan’s proposal and listening to Senator Kerry, I’m struck by th* ^ 
fact that this is a very common sense way of going forward. Th* I P : 
protection is not diminished by Mr. Hale asserting a Fifth Amend 
ment privilege or letting us know he would assert a Fifth Amend 
ment privilege to areas of legitimate concern. Then we wouldn’t g( 
into them. That is a self-regulating way of going forward. 

Senator Boxer. Mr. Ben-Veniste, would you yield to me, througl 
the Chair, to just ask one question of counsel here? 

That is: Would it not be fair to say that Mr. Hale wants a specia po 
deal that no other witness that came before us ever got before? Ir ck 
other words, he’s getting immunity. Neither this Majority or Minor- I in; 
ity has ever granted that to any other witness. I aft 

We have clear evidence that there is a prosecution pending frr 
against this man. Would it not be fair to say that under the plan 
proposed by Senator Bryan, we get everything we want? We get ga 
Mr. Hale here with a promise by us that we won’t ask him about *■ 
his ripping-off poor people in a burial scheme, and he comes for- 
ward. Also, is it not true that we never granted immunity to any 
other witness? 


Mr. Ben-Veniste. We did not grant immunity in the 14 months 
that I’ve been involved with this Committee. However, let me make 
one correction, if I may in what you said. 

Senator Boxer. Please. 

Mr. Ben-Veniste. In fairness to Mr. Hale, he has not been in- 
dicted on the charges we are talking about relating to the burial 
insurance company. We are operating on the basis of news reports 
that indicate that there was an emissary sent to the local prosecu- 
tor from the Independent Counsel arguing that Hale should not be 
prosecuted. They did not accept that point. And they had indicated 
that they would defer indicting Mr. Hale until after the conclusion 
of the McDougal/Tucker trial. 

It is our understanding that the statute of limitations in bringing 
such charges would expire at some point in July. 

Senator Sarbanes. If Hale appeared without 

The Chairman. Might I make an observation? 

Senator Sarbanes. Certainly. 

The Chairman. The fact of the matter is that the Fifth Amend- 
ment has been asserted. This is the only witness that we have 
thought that we would consider granting immunity so that we 
could hear from him for obvious reasons. 

It has been asserted by Chris and Rosalie Wade. We should con- 
sider whether to grant them immunity and get them in to testify. 
Jim and Susan McDougal. For obvious reasons, we weren’t going 
to look to immunize them, particularly before the trial. 

Senator Boxer. You granted them immunity? No. 

Senator Faircloth. Mr. Chairman. 

The Chairman. The reason we have not been able to hear their 
testimony or to get documents is because they have asserted the 
right against self-incrimination. The question is: Do we believe that 
it is important for the American people and for this Committee to 
get at the truth, as best we can, from Mr. Hale. If we believe it 
is, then we grant him limited immunity against prosecution for 
anything that he testifies to, that it cannot be used against him, 
just his testimony. Obviously if he perjures himself, or has commit- 
ted other crimes, that immunity does not keep him from being 
prosecuted. 

Senator Kerry. Mr. Chairman, may I ask a question? 

Senator Faircloth. Mr. Chairman. 

The Chairman. Senator Faircloth. 

OPENING COMMENTS OF SENATOR LAUCH FAIRCLOTH 

Senator Faircloth. We are talking about this indictment and 
possible indictment, the prosecution of Hale, as if it were some 
clean, high, above-board indictment. The man, Stoddal, that’s talk- 
ing about indicting him, is running for Congress. I mean, he is not 
after Hale. He is trying to get elected. Let me read to you an article 
from The Wall Street Journal this morning. It says: 

If elected, Mr. Stoddal will become the de facto head of a diminished but still dan- 
gerous political machine in Arkansas. A long-time Clinton ally, Mr. Stoddal last 
week signaled that he is still willing to play bully boy for the power elite when he 
restated his intention to use his prosecutorial power to bring State insurance fraud 
charges against key Whitewater witness, David Hale. The message in any such Hale 
prosecution would be that new Whitewater witnesses are on notice that the State 
still has the power to punish them. 
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I mean, we are talking about this man — we talk about common 
sense. Common sense is, he’s trying to get elected to Congress and 
he will use David Hale or any other method he can to get elected. 
So let’s be realistic about who the prosecutor, the district attorney, 
is that’s talking about prosecuting him. 

Senator Kerry. Can the Senator tell us what Mr. Starr is run- 
ning for? 

[Laughter.] 

Senator Faircloth. As far as I know, Mr. Starr is not running 
for Congress unless he announced it recently. 

Senator Mack. Mr. Chairman. 

The Chairman. Senator Mack. 

Senator Domenici. Thus far, he has been right, incidentally. 

The Chairman. Senator Mack. 

OPENING COMMENTS OF SENATOR CONNIE MACK 

Senator Mack. Yes, just one short comment at this point, be- 
cause I have a feeling this is going to go on for some time. There 
is one minor flaw in the plan that my good friend, Senator Bryan, 
has proposed to us this morning. That is, if we accept his plan, we 
don’t hear the testimony from Mr. Hale. 

Senator Sarbanes. Well, you don’t know that. 

Senator Bryan. If I might be permitted 

Senator Sarbanes. I mean, Hale ought to be put to it. If we indi- 
cate that we won’t ask Hale about the burial insurance measure, 
Hale retains his ability to take the Fifth Amendment, so we are 
trying to protect him to begin with. He has his ultimate protection, 
in any event, because he insists upon immunity in order to come 
before the Committee. 

If there is not in prospect the abuse of the immunity grant in 
order to gain protection from some prosecution to which he ought 
to be subjected. 

Senator Kerry. Well, Mr. Chairman, if I could add to that 

Senator Mack. Mr. Chairman. 

Senator Kerry. Mr. Chairman. 

The Chairman. Senator Kerry, I will come back to you. 

Senator Mack. 

Senator Mack. The bottom line is that Hale understands that 
there is no way he can be brought before this Committee. Whether 
we like it or not, he is in control of what the circumstances are for 
his testimony before this Committee. 

Senator Kerry. Mr. Chairman, I want to address that. 

If we were to put a subpoena out and ask him to come here and 
he comes here, we are certainly permitted to ask him questions. 

First, we ask him his name, where he comes from, and then 
what he does. He can only assert his Fifth Amendment privilege 
as to a question where he can raise that, because that’s going to 
then be tested as to whether or not he has Fifth Amendment privi- 
lege as to that question. 

If we are not going to raise any questions where he has a re- 
maining legitimate right, there is not going to be an assertable 
Fifth Amendment privilege. This is the main point here. 

My colleagues on the other side are hungry for this testimony, 
and so we are happy to have this testimony. We would like to have 
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Mr. Hale invited to come here and testify. He has already spent 9 
days in a court testifying under oath, and been subjected to cross- 
examination. That testimony is already in our record. 

There is no great mystery about what he is going to say except 
what he might say if he had a blanket-use immunity, under which 
he can say anything. The question here is if we are legitimate, let’s 
invite him. Let’s have him come up here. If he has no assertable 
Fifth Amendment privilege, let’s put that to the test. Let the sys- 
tem work the way it ought to work. But let the Committee not be 
bamboozled and bullied by a legal scheme into giving an immunity 
that we don’t need to give. 

Let us proceed to have his testimony. It seems to me that other- 
wise the Committee is just playing into the hands of a lawyer who 
has already put his client on the stand in a court of law. Everyone 
of you has read his testimony. This is just a question of how many 
cameras we can get and get everybody to listen to it again. 

So we can do that again. If Hale is the good citizen who wants 
to come here and be honest all of a sudden, what is to prevent him 
from coming here and telling us what he already told the court of 
law? Nothing. Nothing unless we play into his hands and give 
them what his lawyer is scheming for, some opportunity for an ap- 
peal, or to obscure the record. We should not play into that game. 

Senator Domenici. Mr. Chairman. 

Senator Mack. Mr. Chairman. 

OPENING COMMENTS OF SENATOR PETE V. DOMENICI 

Senator Domenici. Could I just take 2 minutes? Frankly, I am 
kind of amazed at what I am hearing. I have before me a letter 

Senator Boxer. We can’t hear you, Pete. 

Senator Domenici. I said 

Senator Bryan. Your mike isn’t working. 

Senator Domenici. Excuse me. It’s not on? 

Senator Boxer. Now, I can hear you. 

Senator Sarbanes. It’s all right now. 

Senator Domenici. I am really kind of amazed at what I am 
hearing. I have before me a letter, dated May 23, 1996, from the 
counsel who represents this witness. In it, he says: 

This is to inform you that based on the rights guaranteed to him under the Fifth 
Amendment, Mr. Hale declines to appear before you for a deposition or for public 
testimony. 

The important sentence that causes me to be rather concerned 
about all of this is: 

As you may know, Mr. Hale has been explicitly threatened, in writing, with pros- 
ecution in Arkansas by Arkansas State authorities. There are ample bases for be- 
lieving that such threats and any such prosecution would constitute retribution 
against Mr. Hale for his cooperation with the Independent Counsel. He has been 
advised that any testimony that he may give before the Special Committee may be 
used against him by Arkansas prosecutors in future proceedings in Arkansas. 

It seems to me that we have too many people complaining too 
much about what a bad fellow this guy is. It seems to me that you 
all are saying, on that side, “Nobody ought to believe this guy. You 
know, he’s a felon.” 

Somehow or another, the prosecution in Arkansas seems to be 
saying, “You dare testify. We will sock it to you. We are waiting 
here in the wings to put it around your neck.” 
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Now what is all the fuss about? Why don’t we hear from him 
under this immunity? The immunity means nothing. You all know 
that. We have done 300 of them under this statute already. It 
seems to me that, on the one hand, you seem to be saying, “We 
want to hear from him. Since you Republicans want to hear from 
him, we would just love to hear from him.” You are saying that on 
your side. Well, why are you preventing him from testifying, then? 

Senator Boxer. We are not. 

Senator Domenici. What’s the issue? 

Senator Boxer. We are not. 

Senator Domenici. You are preventing him. 

Senator Boxer. No. 

Senator Domenici. You know that time is about to run out. 

Senator Boxer. Let me correct 

Senator Bryan. Mr. Chairman, could I respond? 

The Chairman. Let the Senator — that’s a rhetorical question. 

[Laughter.] 

We will get back to Senator Domenici. 

Senator Domenici. Thank you very much, Mr. Chairman. I have 
nothing further to say. 

The Chairman. I have to make an observation because what we 
are doing is an exercise that will not change anybody’s mind that 
has been predetermined. Everybody has to vote his or her con- 
science and take their steps accordingly. We all are accountable. 
Maybe I am being judgmental, and if so, I apologize. 

It appears to me that my colleagues on the Democratic side are 
going to take the position that somehow we are conferring some 
special right on this individual. We are not conferring any special 
right. He has an absolute right, as anybody else, to raise his Con- 
stitutional right against self-incrimination. 

Senator Kerry. Then why didn’t he do it in court? 

Senator Domenici. Senator, that doesn’t have a thing to do with 
it. You know, as a prosecutor, he entered into a plea bargain agree- 
ment that if he cooperated, if he testified 

Senator Kerry. And he did. 

Senator Domenici. And he did. 

Senator Kerry. And he got a deal. 

Senator Domenici. We can’t force him to come in. 

Senator Kerry. But he has no further liability as to what 

Senator DOMENICI. Now, we have 

Senator Kerry — he will testify about. 

Senator DOMENICI. Now wait. I would love to get him in here 
without conferring any kind of immunity and hear from him. 

I would like to get Mr. Wade, the real estate agent, who paid off 
the Whitewater debt, who was in bankruptcy, and I don’t know 
where he got the money. I would love to hear from him. Do you 
want to grant him immunity? I will grant him immunity. How 
about that? How about we consider him and we will schedule a 
hearing for tomorrow to consider whether we will bring Chris Wade 
in here? I would vote to confer immunity on him just like this fel- 
low. I mean, the American people have a right to hear this. 

Now the fact of the matter is, you can say, “Well, he testified in 
other places without it. He wants it here.” That is his right. We 
can’t take that away. We can’t change it. Do I wish we could get 
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him to agree to come in? Yes. Do I wish we could have gotten him 
to come in sooner? Yes. Do I wish that the Special Counsel would 
not have indicated his opposition to testifying before the trial? Yes. 
That’s a fact. 

If the Committee decides, in its wisdom, that they do not want 
to hear from him because you feel somehow his testimony will pos- 
sibly jeopardize the criminal prosecution with respect to this insur- 
ance fraud, that is a judgment that you have to make. I do not be- 
lieve that it should carry the day. You may agree differently. I 
don’t believe it should carry the day, because he will not receive 
immunity from any criminal wrongdoing that he has participated 
in. That’s clear. 

Senator Kerry. Mr. Chairman. 

The Chairman. Just simply that you cannot use his testimony 
here against him. 

Senator Bryan. Mr. Chairman. 

The Chairman. So why should we torture ourselves? We know 
the way we are going to vote. Let’s do it. 

Senator Bryan. Mr. Chairman. 

The Chairman. Senator Bryan. 

Senator Bryan. Mr. Chairman, I will be brief. The Senator from 
New Mexico cited what Mr. Hale’s counsel had to say. I think we 
ought to consider what the Senate Legal Counsel has to say. Mr. 
Hale has no right to refuse our subpoena. There is no right to a 
blanket Fifth Amendment. I want to cite as authority for that prop- 
osition a statement made by the Senate Legal Counsel in a June 
3 memorandum: 

Hale’s well-founded fear of State prosecution for those alleged crimes, however, 
does not permit him to assert a blanket Fifth Amendment privilege against appear- 
ing before the Special Committee. He may only assert the privilege on a question 
by question basis before the Committee so that the Committee may evaluate the va- 
lidity of each claim in the context of the precise question asked. To our knowledge, 
Hale has not yet articulated a basis for refusing to testify about the topics that are 
within the scope of the Special Committee’s jurisdiction or about which he already 
testified during the recently concluded Tucker/McDougal trial. 

Again, I say, let’s subpoena the witness, let’s bring him here be- 
fore us. He retains only the right on a specific ad hoc basis to as- 
sert the Fifth Amendment. He does not have a right to assert the 
Fifth Amendment against appearing here to testify. 

The Chairman. OK. 

Senator Bryan. Then we can see. 

Senator Murkowski. Mr. Chairman. 

The Chairman. Senator Murkowski. 

OPENING COMMENTS OF SENATOR FRANK H. MURKOWSKI 

Senator Murkowski. Let me make a point. Everybody seems to 
indicate that at one time or another we wanted Hale to be before 
this Committee. Now, we are talking about under what terms and 
conditions. We have to maintain the interest in the bottom line and 
that is to get him here. To get him here, we can proceed without 
immunity and he won’t come. 

Senator Bryan. Oh, he has to come. 

Senator Kerry. Let’s subpoena him today and make him come. 

Senator Murkowski. If he comes, then the question is 

Senator Dodd. He has to come. 
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Senator Kerry. He has to come. 

Senator Murkowski. All right. If he has to come, then he’s here. 
We could begin the questioning. Then the question is how to limit 
it. And you are not satisfied with the prerogative of the Chairman 
to disallow any testimony relative to the National Insurance. 

Senator Kerry. He will limit it by any legitimate assertion of his 
Fifth Amendment right. That is the process we could go through. 
We all know he doesn’t have a Fifth Amendment right as to what 
we want to ask him. So this is a non-issue. 

The Chairman. Now can I just make an observation? It seems 
to me that we have no right to determine for a witness when he 
wants to raise, or when his counsel will advise him to raise, his 
right against self-incrimination. For us to prejudge and to say that 
he won’t do this or he has no right to do this, I mean 

Senator Kerry. Mr. Chairman, that’s the legal process. Let him 
do that, because we all know 

The Chairman. Will we do that for Mr. Wade as well? We have 
tried not to make a show of this. Will we do this for Mr. McDougal, 
who has indicated that he has raised a Fifth Amendment? Do you 
want to come in here and swear him in at the same time, only to 
have him take the Fifth Amendment? Do we want to turn this into 
a real circus? 

Senator Kerry. Mr. Chairman. 

The Chairman. I don’t think that should be the purpose of this 
Committee. 

Senator Kerry. The point is that there is a huge distinction be- 
tween them and this witness. The distinction is that this witness 
has already cut a deal, has already pled guilty, is already in jail, 
and has already testified in court. The only area of our inquiry pur- 
portedly is that area to which he has already testified and has no 
Fifth Amendment privilege. There is a huge distinction between 
our arguing about bringing in somebody who really doesn’t have a 
Fifth Amendment privilege and then somebody who does. 

Let’s bring him in. Let’s put him in front of us. He has no legiti- 
mate right to take the Fifth Amendment as to anything you guys 
want to ask him with respect to what he has already testified to. 
This is not a big issue, and we shouldn’t be making it one. 

Senator Bennett. Mr. Chairman. 

The Chairman. Yes, Senator Bennett. 

OPENING COMMENTS OF SENATOR ROBERT F. BENNETT 

Senator Bennett. Having been unburdened by virtue of the fact 
that I didn’t go to law school, I have some observations here. 

[Laughter.] 

I am willing to follow the procedure suggested by Senator Bryan 
and Senator Kerry as the first step, because they are so confident 
that the witness is going to be completely forthcoming in all these 
areas and we are not going to have any problems. But I would ask 
that if we take that first step and we find out they are wrong and 
the witness does, indeed, start to abuse his right, that we be pre- 
pared at that point on the spot to offer him immunity and say, 
“Well, it turns out you are behaving the way the Republicans pre- 
dicted you would behave instead of the way the Democrats pre- 
dicted you would behave.” 
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Senator Kerry. Let me say to my friend 

Senator Bennett. We will go in that direction. 

Just one more comment. We are not talking about an ax mur- 
derer or a child abuser. 

Senator Kerry. We think we are not. 

Senator Bennett. We are not talking about somebody who 

[Laughter.] 

Senator Kerry. We don’t know what we may learn. 

[Laughter.] 

Senator Faircloth. Does that apply to most of the Arkansas 
crowd? 

Senator Bennett. Well, I will take Mr. Ben-Veniste’s position, 
which he has held consistently throughout this whole circumstance. 
He has always corrected everyone who has tried to impugn some- 
body who has not been convicted with reminding us all that they 
are innocent until proven guilty. I’m one that he has reminded of 
that. I’ve seen him evenhandedly remind people on his side of that. 
And I will take that position. 

Senator Sarbanes. Actually he did it this morning. 

Senator Bennett. That’s correct. 

Mr. Ben-Veniste. Senator Bennett, you are correct. But in this 
case, David Hale has been convicted and 

Senator Bennett. That’s the point I’m going to make. He has not 
been convicted of ripping off the burial insurance people 

Mr. Ben-Veniste. That’s correct. 

Senator Bennett. — which was the point you made this morning. 

Mr. Ben-Veniste. That’s still to come. 

Senator Bennett. Here’s my point: This is a guy who is in jail, 
and who has been thoroughly discredited. His career is over. 

Senator Kerry. That is a great reason to call him as a witness. 

Senator Bennett. To say, “Well, we are worried that in some 
way, some conceivable, possible blurting out might in some fashion, 
nobody can be sure of, damage a case against this man; therefore, 
we are not going to hear what he has to say.” My reaction is that, 
frankly, I don’t care if it damages the case against this man, be- 
cause his career is over anyway. He is in jail now. 

We are not talking about putting an ax murderer back on the 
street if the prosecution in Arkansas doesn’t go forward. We are 
talking about a man whom both sides have wanted to hear from 
in a whole series of areas and whom we have not heard from ex- 
cept in a very carefully controlled circumstance of a trial. I think 
we are being derelict in our duty of trying to get the whole story 
out if we don’t take the opportunity to have him here. And I’m will- 
ing to run the risk. 

Senator Kerry. Mr. Chairman, could I just say to my friend that 
none of us are predicting what he is going to come here and do. 
I’m not predicting he’s not going to come here and take the Fifth 
Amendment. I haven’t said that. He may decide to do that. But we 
have the right to put each of those assertions to the test, is what 
I’m saying. 

Then there’s the second question of whether or not it is legiti- 
mate under these circumstances to grant him immunity. I think he 
should know ahead of time that most people here, at least on our 
side of the fence, for various reasons relating to the nature of what 
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he has done and to the fact that he has already testified will have 
a hard time believing that we ought to now give him a leg up on 
the legal system, given the kind of person that he is. 

Senator Murkowski. Yes, but, Mr. Chairman, you will never get 
the facts out if you don’t have him here. 

The Chairman. Let me say this 

Senator Murkowski. The bottom line is we are both interested 
in the facts. We will never get them unless we find a way to bring 
that man in. 

Senator Bryan. Senator Murkowski, he has to respond to our 
subpoena. He has to be here. 

Senator Murkowski. Yes, but he can plead the Fifth. 

Senator Bryan. He cannot plead the Fifth on a blanket basis. He 
has to plead the Fifth with respect to each question. Then the Com- 
mittee has the power and the ability to determine whether that is 
a valid exercise. 

The Chairman. That is not quite accurate. Let me say that for 
approximately 25 to 30 years, we haven’t brought a witness to any 
proceeding that I know of to actively plead the Fifth when his law- 
yer has advised a committee of the Congress that his client intends 
to plead the Fifth. We haven’t done it. 

Senator Kerry. Well, can I 

The Chairman. That takes us back to McCarthy days. Back then 
they would bring someone in and he would take the Fifth as it re- 
lated to his name, his address, et cetera. 

Senator Kerry. Mr. Chairman, could I ask you a question? 

The Chairman. There is an opinion which states: Lawyers for 
Congressional committees summon witnesses who know it is 
known will decline to answer any questions on the claim of privi- 
lege. We have been asked to advise whether it is proper for Con- 
gressional committees whose Chairmen, staff, and several Members 
are attorneys to require a witness who is a target of a pending 
Grand Jury investigation to appear at a televised hearing to be 
questioned when the committee has been notified in advance that 
the witness will exercise his Constitutional privilege not to answer 
any questions. 

At the outset we note that it is unethical. It has been the prac- 
tice of the Congress for the past 25 to 30 years not to do this when 
we have been advised that a client will. Let me say to you that if 
the Committee and my colleagues say they want to do this, I don’t 
feel comfortable. 

Senator Kerry. Well, Mr. Chairman, can I 

The Chairman. The first process is to vote to do this, then go to 
the Special Counsel to get his formal opinion, and then go to the 
court. You cannot bring in a person who raises the claim of immu- 
nity and then this body decides to grant him immunity. 

Senator Kerry. Mr. Chairman, could I say to you advisedly 

Senator Sarbanes. Mr. Chairman, in light of that ethics ruling, 
it’s not our intention to ask Hale about the matter of which he is 
a target, if he is a target, in which he is fearful of prosecution in 
Arkansas. We have no intention of putting those questions to him 
and requiring him to invoke the Fifth Amendment publicly in order 
not to answer those questions. That’s not the objective. 
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On the other matters, Hale should testify. He doesn’t really have 
a valid Fifth Amendment privilege. The fact that he’s seeking an 
immunity leads one to ask why does he want this immunity, since 
he doesn’t need it and since we have no intention about asking 
questions to which his privilege would apply. If, somehow it hap- 
pened, he could invoke his privilege at the time. But I don’t think 
it would happen. Once again, we are back to the fact that I think 
Hale is seeking an opportunity to manipulate the Committee to his 
advantage. 

Senator Kerry. Mr. Chairman, it is my understanding that this 
wouldn’t happen in public, because I understand he was going to 
be deposed. If that is true, it would be a private session. That is 
where these could be asserted. On a quick process to the court, the 
court will determine very rapidly if he has a legitimate right to any 
Fifth Amendment privilege on any of the questions asked. And he 
could appear here very rapidly with a court determination that he 
doesn’t. 

The Chairman. Let me say that maybe we have made some 
progress. Are my colleagues on the Democratic side suggesting that 
we vote out the subpoenas, bring in Mr. Hale for depositions, and 
ascertain what his position will be? 

If, indeed, he asserts his right to the Fifth Amendment, then will 
it be your position that in order to get him to testify that we apply 
to the Special Counsel and the court for an order to immunize him 
from prosecution against 

Senator Kerry. No, sir. 

Senator Boxer. No. 

The Chairman. What is your position then? 

Senator Sarbanes. No. That’s an invitation for Hale to improp- 
erly assert the Fifth Amendment in order to get the immunity. 

The Chairman. What is your position then? 

Senator Kerry. Mr. Chairman, the position is that we go 
through the standard procedure of the Senate. I believe we would 
have to take a vote in order to have Senate Legal Counsel rep- 
resent us before the court. There would be an expedited hearing 
that could be arranged on the subject of whether or not he has a 
right to assert the Fifth Amendment privilege with respect to the 
issues we intend to raise with him. The court will make a deter- 
mination and either assert he has the Fifth Amendment privilege 
or order him to testify. At that point he could testify here without 
our ever giving him immunity or creating a whole new legal ave- 
nue for him. 

The Chairman. What year would this finally be decided? 

Senator Kerry. This could be done on an expedited procedure. 

The Chairman. Senator, let me say this to you, I believe that we 
will be talking about 1998. And it is not the intent of the Chairman 
of this Committee to attempt to extend the timeframe by which we 
said we were going to conclude. 

Senator Murkowski. You might ask the Democrats if they would 
agree to extend the time commitment of this Committee, then, 
after June 14th if it became necessary. 

Senator Kerry. This can be done on an expedited procedure. 

Senator Murkowski. Well, not before June 14th. 

The Chairman. Senator Simon, you have been very patient. 


3332 


OPENING COMMENTS OF SENATOR PAUL SIMON 

Senator Simon. I believe we are going to come down to one ques- 
tion. Should this Committee give a special reward to a convicted 
felon because his testimony is that valuable? I would like to see 
him testify. But frankly, I am very reluctant to start handing out 
special benefits to convicted felons. I do not think that makes very 
good sense. 

Senator Mack. Mr. Chairman. 

The Chairman. Yes, Senator Mack. 

Senator Mack. Could I ask Counsel whether, in fact, he believes 
that this is a special reward? 

Senator Boxer. Which Counsel? 

[Laughter.] 

Senator Mack. I think my colleagues know which individual I 
was addressing that to. 

Senator Faircloth. Mr. Chairman. 

Mr. Chertoff. Mr. Chairman. 

The Chairman. Well, let him answer. 

Mr. Chertoff. Let me answer the question. This limited immu- 
nity — there is no such thing, to my knowledge, as blanket-limited 
immunity; it is limited-use immunity — is the only way that you 
could require a witness who wants to exercise his Constitutional 
Fifth Amendment right that he has, the same as every other citi- 
zen, the only way you can force that person to come and testify. 

In response to the question, I will say that we received a letter 
from Mr. Hale’s lawyer, and yesterday we had an extensive meet- 
ing with Mr. Hale’s lawyer. He gave us a firm and unequivocal 
statement that his client would exercise the Fifth Amendment 
right with respect to questions, including those relating to the 
Madison matter. 

I think one of the reasons is evident from Mr. Ben-Veniste’s 
statement, that Mr. Ben-Veniste has a theory or a notion, based on 
what he has read in the press, that the burial insurance purchase 
was the product of some of the profits of Capital Management 
which was part of the very thing that we are looking at. It is not 
my place or anybody else’s to tell a citizen of the United States 
what they can and can’t do with their Fifth Amendment rights. 

Both the Fifth and Sixth Amendments, I think, teach all of us 
that is a matter between the person and their own counsel. If the 
question arises whether this is a good faith basis to take it, I have 
to say, based on the discussion I heard yesterday, that it is abso- 
lutely based on the kind of evidence that could be put into that 
prosecution, it is absolutely sound advice for a lawyer to raise for 
a client to be concerned about anything that we raise being used 
as evidence in some prosecution, whether it’s a good or a bad faith 
prosecution. This immunity is provided for by law. It is not special 
immunity. It is provided by statute. Hundreds of witnesses have re- 
ceived it. It gives him no more or no less than what every other 
citizen is entitled to receive as the price for giving up his Fifth 
Amendment rights. 

Senator Faircloth. Mr. Chairman. 

Senator Sarbanes. Mr. Chairman. 

Senator Bryan. Mr. Chairman. 

The Chairman. Wait a second, please. 
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Senator Bryan. Could I ask our Counsel 

The Chairman. I am going to recognize a Senator who has not 
been heard from. Then I will recognize a Senator on this side. 

Senator Dodd, do you wish to be heard? 

OPENING COMMENTS OF SENATOR CHRISTOPHER J. DODD 

Senator Dodd. No, Mr. Chairman. 

The Chairman. Senator Bryan. 

Senator Bryan. Mr. Chairman, could I ask Counsel a question? 

The Chairman. Certainly. 

Senator Bryan. Mr. Ben-Veniste, if the Resolution of Immunity 
that is before the Committee today were adopted and during the 
course of that testimony, either in response to a question or his ex- 
panding a response to another question, Mr. Hale indicated other 
acts of fraud which would constitute a felony unrelated to the State 
prosecution, would his testimony with respect to those other acts 
of fraud confer an immunity upon him? 

Mr. Ben-Veniste. What would happen, Senator, is that it would 
make it almost impossible under the teaching of the United States 
v. North to prosecute him for such cases, in my view. The question 
was asked whether this immunity would confer some special bene- 
fit on Mr. Hale. 

Senator Bennett. May I ask a question there? 

Mr. Ben-Veniste. Sir, if I could finish for a moment? 

Senator Bennett. Yes. 

Mr. Ben-Veniste. Let me respond, if I might, to the Senator 
from Florida’s question. 

Senator Bennett. Sure. This is where I am going to law school. 
So I want to ask some questions. 

Mr. Ben-Veniste. Sure. First of all, in this regard, Mr. Hale has 
testified extensively for 9 days in Little Rock. I think that is a fact 
that we cannot ignore. This is not like a situation where a witness 
has refused to give any testimony at all without a grant of immu- 
nity. There is an issue as to the legitimacy of a claim of immunity 
when we are questioning him about the exact same thing. 

The issue of whether somebody is or is not hiding testimony, the 
fact is there is an extensive transcript which we have all read. It 
is not from reading about a connection between the CMS, Madison 
fraud, and the burial insurance in the press. It’s from reading the 
trial transcript that I get that information. 

I am delighted that Mr. Chertoff has traded in his hat as Inspec- 
tor Jovier to now be Clarence Darrow on behalf of David Hale. But 
quite correctly, the question is asked, “What has changed since the 
weeks ago in Little Rock when David Hale gave his testimony 
without blanket-use immunity?” The immunity that is proposed in 
this Resolution is exactly the same kind of blanket immunity that 
was conferred on Oliver North and John Poindexter. 

Senator Bennett. May I ask a completely innocent question? 

The Chairman. Yes, Senator. 

Senator Bennett. I assure you, this is for my understanding. 

Your opening statement, which is when the question came up, 
was that if he were to say something under immunity that would 
apply in the trial, that meant that it would be very difficult, if not 
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impossible, for you then to get a conviction in the trial because of 
the immunity? You quoted United States v. North. Is that correct? 

Mr. Ben-Veniste. There would be a burden placed on the pros- 
ecution by the courts, presumably an appellate court, if there were 
a conviction; whereby, the prosecutor would have the burden of 
proving they never heard the testimony, no one ever brought it to 
his attention, no one ever discussed it with him, and it didn’t influ- 
ence him in one iota in connection with the way he proceeded to 
prosecute David Hale. 

Watergate was enough of a burden, but the North case was even 
different from that. The people who we prosecuted who had been 
immunized were the only people who pleaded guilty. We did not 
take one individual to trial who had been granted immunity by the 
Senate in Watergate. 

Senator Bennett. Here is my question: If the prosecutor has a 
case in the can right now and it is built on various types of outside 
information and sources unrelated to Mr. Hale, and then Mr. Hale 
comes here and makes a statement under immunity, does that in- 
validate the prosecutor’s existing case? 

Mr. BEN-VENISTE. It places the burden on the prosecutor to show 
that nothing that occurred in the immunized testimony influenced 
him in the slightest in connection with his strategy of how to pros- 
ecute, in connection with any questions that were asked of Hale or 
any other witnesses or any leads that he might have gotten. It is 
an enormous burden after North that a prosecutor has to shoulder 
in order to make that showing. 

Senator, in the North case where they put that package together, 
they still were not able to satisfy that burden. Those convictions, 
as you know, were overturned. 

Senator Bennett. Would you be offended if I sought a second 
opinion? 

Mr. Chertoff. Senator, the short answer is no, it would not in- 
validate the evidence in the can. The North case does not apply in 
Arkansas because it’s the D.C. Circuit case and the general law on 
the subject is stated by the Supreme Court in the Castaguard case. 
North was much different because of the amount of material that 
got to the public from immunized testimony, including witnesses 
who had heard the testimony of other immunized witnesses, so 
that everybody was bathed in days and days of immunized testi- 
mony is totally different from what we are talking about here. 
Which is a witness who comes up for 1 day, who, in the worst situ- 
ation, blurts out one answer to a question before it’s possible to 
shut it down and with a prosecutor in the State who is forewarned 
about North and Castaguard and is perfectly capable of taking 
steps to make sure he can demonstrate that l*c is untainted by any 
of this information. 

Senator Bennett. Let me 

Mr. Chertoff. The short answer is prosecutors deal with this all 
the time across the country, and it is something that can be dealt 
with without any insuperable problem. 

Senator Bennett. Yes. 

Mr. Ben-Veniste. Senator Bennett, may I add to your inquiry. 
Over these months, I have enjoyed these dialogues, which will be 
coming to an end shortly. In addition to the specific substantive in- 
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formation regarding the burial insurance, the prosecutor would 
have to prove, were Hale to come here under a grant of immunity, 
that nothing else that Hale said gave him a lead for other areas 
of inquiry, that it didn’t refresh any other witness’ recollection who 
might be used against Hale to think of some other thing that they 
would testify to about Hale. 

The North case is a very good analogy, because it was the tele- 
vised nature of North’s testimony which was so important in the 
decision saying how powerful the televised testimony was in con- 
nection with having an affect on other witnesses and the prosecu- 
tion itself, a burden which was impossible for the prosecution to 
discharge. 

Senator Bennett. Thank you. 

Senator Boxer. Mr. Chairman. 

Senator Bennett. I thank both the Counsels for their effort to 
educate me in the law. I appreciate it. 

The Chairman. Senator Boxer. 

OPENING COMMENTS OF SENATOR BARBARA BOXER 

Senator Boxer. Mr. Chairman, thank you so much. I will just 
take a moment of the Committee’s time. I think the Chairman is 
right. We are going to take responsibility for the way we vote. 

I have to tell you, Mr. Chairman, for me, after giving this a great 
deal of thought, I come down to a very basic common sense ques- 
tion. Why would we want to give David Hale a special deal that 
no other witness had when, in fact, Senators Bryan and Kerry have 
given us another route in which the Committee will not be manipu- 
lated, will not be used? 

I want to put into the record the fact that David Hale is a con- 
victed felon who pled guilty to two counts of defrauding taxpayers 
through the Small Business Administration of $2 million. He is a 
convicted felon who admitted under oath that he had not planned 
on paying Federal taxes on about $60,000 in cash he received from 
the FBI for living expenses while cooperating with the Independent 
Counsel, a convicted felon who told the Federal judge accepting his 
guilty plea in March 1994, that he never profited from his illegal 
loans but admitted in another Federal courtroom that he did use 
the money, a convicted felon who admitted lying to FBI agents 
combing his records in 1989. And it goes on. 

I think it’s fair to say that we don’t know if he will be indicted, 
but if this is true and this is a person who stole from the poorest 
of the poor who wanted to bury their loved ones, for me to play a 
party [sic], in essence, granting a pardon in advance because, in a 
sense, that’s what it is when you grant immunity. I don’t trust him 
not to blurt something out. You are not dealing with someone who 
has a record of honesty here. 

Senator Dodd. Would my colleague yield? 

Senator BOXER. I think it would be a mistake. I would be happy 
to yield to my colleague. 

Senator Dodd. There are two facts that people may not be aware 
of. That Mr. Hale is a former prosecutor and judge. This individual 
knows very well what he’s up to. For a former prosecutor and judge 
to be in here taking immunity and the Fifth Amendment to avoid 
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the kind of prosecution that a State prosecutor is apparently seek- 
ing in Arkansas, I find reprehensible. 

Senator Murkowski. Mr. Chairman. 

Senator Faircloth. Mr. Chairman. 

The Chairman. Senator Faircloth. 

Senator Faircloth. Mr. Chertofif said before it is fairly simple, 
and Mr. Ben-Veniste indicated Capital Management is connected 
with the Arkansas Insurance Company — the burial association. Mr. 
Hale won’t answer any question that relates to Capital Manage- 
ment, because they do relate to the Arkansas burial association. 
The Minority is throwing up a block to prevent David Hale from 
coming here and thinking of anyone they can that will block him 
from coming, because they don’t want the American people to see 
what the jurors in Arkansas saw. We simply don’t want the Amer- 
ican people to see that David Hale was believed by the jury and 
the President was either not believed or ignored by them. That’s 
what all the talk is about. 

Senator Murkowski. Mr. Chairman. 

Senator Moseley-Braun. Mr. Chairman. 

The Chairman. I am going to go from one side to the other. Sen- 
ator Moseley-Braun and then Senator Murkowski. 

Senator Carol Moseley-Braun. 

OPENING COMMENTS OF SENATOR CAROL MOSELEY-BRAUN 

Senator Moseley-Braun. Thank you. 

To my colleague, if I can just kind of make this plain, nobody has 
a problem with David Hale coming here. In fact, we should invite 
him to come. 

Senator Faircloth. Then give him immunity and let him come. 

Senator Moseley-Braun. The objection, sir, is to giving him a 
pardon in advance for any of the nefarious deeds that he may de- 
cide to tell us about. In fact, given the fact that he is a former pros- 
ecutor and judge, he might well pull off the biggest joke of the cen- 
tury by sitting at that table and letting it all hang out so that he 
can’t be prosecuted for anything that he decides to talk about. 

That is one of the reasons for the reticence on this side to give 
him carte blanche, just an open page, and say, “Here, have at it.” 
We would like to have this handled in a way that serves the inter- 
est of justice, full disclosure, and that gets to the truth of the mat- 
ter that’s before us. Our only objection is to proceed in a rational 
way to do that. I don’t know how to make it any clearer. The Mi- 
nority wants him to come in. When he says, “I’m not going to tell 
you anything, because I want to take the Fifth Amendment.” Then 
I think we ought to take up the particulars of what kind of immu- 
nity would be appropriate and not reach overboard. 

Senator Faircloth. As I understand it, we’ve only talked about 
use immunity. 

Senator Murkowski. Mr. Chairman. 

The Chairman. Senator Murkowski. 

Senator Murkowski. I would encourage the Chairman to direct, 
if you will, the flow into the recognition that we can’t have this two 
ways. The American people and this Committee are only going to 
have the facts it, indeed, Hale is brought before this Committee. 
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Now, I am sensitive to the concerns of any type of immunity that 
would provide Mr. Hale with protection from the charges on the 
National Insurance issue. But if that is the legitimate concern of 
the Minority, then they ought to make a specific proposal so that 
we can consider the technicalities to ensure that we get the facts. 

Senator Moseley-Braun. We did. 

Senator Murkowski. And either propose 

Senator Moseley-Braun. We did that. 

Senator Murkowski. No, not necessarily, because we are sub- 
jected, under your proposal to Mr. Hale stating that he will not 
talk about certain things. He could take exception under the Fifth 
Amendment. Then the inability of this Committee to get the facts 
associated with that could be redirected. 

Senator Moseley-Braun. Will the gentleman please yield? 

Senator Murkowski. Yes. Just let me finish my statement. 

I would suggest, if you will, that perhaps Counsel for the Minor- 
ity and the Majority try and pursue this area, because obviously 
they have a familiarity with it and they have a legitimate concern 
over a situation occurring that would benefit Hale, which none of 
us want to see happen. 

Mr. Chairman, if we could get a concurrence from the Minority 
on their willingness to bring Hale in and then try and work out the 
circumstances, we could conclude this without it lasting all day. 

Perhaps we could come back a little later to adopt or reject or 
consider their proposed agreement so that we can get on with this 
process; because, if, indeed, as I have heard over and over, the Mi- 
nority has indicated a willingness to bring Mr. Hale here, then the 
question is how can it be structured in such a way as it doesn't 
benefit Hale from the pending charges associated with the National 
Insurance case. 

Senator Moseley-Braun. To my colleague, we don’t want to let 
him benefit and take advantage of this Committee by giving him 
the power to cover himself from any of his nefarious deeds over 
time. He could do that based on the proposal that we’ve had so far. 

Senator Murkowski. I understand. That is why I am suggesting 
that the Counsels get together and try 

Senator Sarbanes. It’s to Hale’s advantage to play that game. 

The Chairman. I would like 

Senator Sarbanes. In other words, Hale will come in, take the 
Amendment, then he will say, “Now, you have to give me immu- 
nity.” Then he will abuse the immunity. The way you avoid that 
is Hale comes and testifies without immunity, we don’t ask ques- 
tions about the Arkansas matter. If, in fact, questions get asked 
about it, Hale can then take the Fifth Amendment and protect 
himself. In the meantime, you don’t run the danger that because 
he has been given a blanket immunity he can abuse the process 
and free himself from accountability for potential criminal acts. 

The Chairman. Let me ask my colleagues: If we were to go for- 
ward with the subpoena requiring him to come before the Commit- 
tee to give testimony Friday in private and if he were to assert the 
Fifth Amendment as it relates to a number of questions that might 
be asked — and we have every reason to believe, that he would do 
that — we would then go to court to get a ruling with respect to 
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whether or not that was proper. I would hope that we could get 
into court and get an expedited hearing on Monday. 

Let me say, so that we can deal with each other and the public 
in good faith: Suppose the court rules that he is within his rights 
to assert the Fifth Amendment, and if we feel we want to hear 
from him, will we go forward with providing limited-use immunity? 
Will we take that question up on Tuesday if we can get a hearing, 
because we would have to vote on it, get the Special Counsel to 
sign off on it, get into the court to ask them to grant that limited- 
use immunity and then be back here on Wednesday or Thursday 
to hear him. I would like to know if we are prepared to agree with 
that, because if we agree with that, let’s go forward. 

It may be burdensome. We are out of the business of who is right 
and who is wrong as it relates to when a person can raise the Fifth 
Amendment. If you are willing, then I would recommend that we 
move forward, bring him in on Friday. 

If he raises the various points that he indicates that he will, then 
we will go to court, seek an expedited hearing, hopefully the court 
recognizing the exigencies of the situation would give us a ruling 
one way or the other. If the court says that he’s not within his 
right, why, then we would attempt to go forward without that. Of 
course, he could raise an appeal. If the court says that he is within 
his right, then would my colleagues be willing to provide use im- 
munity. It’s not a get out of jail free, or a pardon, because it has 
been characterized in that manner, but that his testimony could 
not be used against him so that the American people and this Com- 
mittee get an opportunity to hear? 

Senator Sarbanes. Well, Mr. Chairman, I am not going to make 
that commitment, because it’s an open invitation to Hale to invoke 
the Fifth Amendment in a plan or in a scheme to get immunity. 

The Chairman. Wouldn’t the court be deciding? 

Senator Sarbanes. So that’s not 

The Chairman. Wouldn’t the court be deciding whether or not he 
has the right to raise this? 

Senator Sarbanes. By lining it up that way, you are just making 
an open invitation to Hale at that deposition 

Senator MURKOWSKI. Mr. Chairman. 

Senator Sarbanes. — to take the Fifth Amendment, because then 
he says, “Well, if I take the Fifth Amendment” 

The Chairman. He has already indicated he is going to do that. 
Senator Sarbanes. Well, then 

The Chairman. My colleagues want both sides of the argument. 
Senator Sarbanes. No. 

The Chairman. You say he is not entitled to it. We say, “Well, 
they indicate that he’s going to raise it. Oh, he’s not entitled to it.” 
You say, “Let’s test him.” Well, let’s go with the assumption that 
we will proceed in the manner in which you have suggested. If we 
bring him in and test him, let’s follow what he can do. He can 
agree to testify. Then we have no problem. If he raises the Fifth 
Amendment, we go to court. I don’t know how the court is going 
to rule. But I will bet you just about anything that the court is 
going to say he has that right. 

Are we kidding ourselves? All of a sudden, you say that the per- 
son doesn’t have the right to say, “I refuse to testify on the grounds 
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that whatever I testify to may incriminate me?” We are going to 
take that right away from him? Do you think he is not going to ex- 
ercise it? 

Senator BOXER. Mr. Chairman. 

The Chairman. Who is kidding who? You can’t have it two ways. 

Senator Boxer. Mr. Chairman. 

The CHAIRMAN. If you want a determination of the court and we 
will be bound by that, we will find out whether or not he can do 
that, then will we agree to immunize him or are we then saying 
we really don’t want to hear from him? 

Senator BOXER. Mr. Chairman, could I respond to your question, 
which I guess was a little rhetorical. 

The Chairman. No, it wasn’t rhetorical. 

Senator Boxer. Let me be specific on how I feel about it. I think 
we have a good case to be made, laid out by Senators Kerry and 
Bryan, that if he asserts the Fifth and it’s not appropriate, we will 
win that case. So I would like very much to test that. 

The Chairman. Good. 

Senator Boxer. What you are saying is, depending on what hap- 
pens you will allow this guy, with a past that I’m sure his mother 
would be ashamed of, to come up here and to use this Committee 
so that he gets out of jail free for anything he might have done in 
the past. That is a question that is at the heart and soul of this 
side’s objection. 

I think you have a good path to go on. Asking us in advance of 
any court decision to grant this man something you have granted 
to no other witness, I don’t think that I would lose one minute’s 
sleep over this. 

The Chairman. All right. You don’t think it’s right for me to ask 
you to prejudge? 

Senator Boxer. No. 

The Chairman. Fine. 

Senator Shelby. Mr. Chairman. 

Senator Hatch. Mr. Chairman. 

Senator Boxer. To prejudge what the court says? 

The Chairman. Let me say that I am inclined to take the rec- 
ommendation of my Democratic colleague. 

Senator Shelby. 

Senator Shelby. Thank you, Mr. Chairman. 

Mr. Chairman, I have a few observations here this morning. Like 
most people, I think I can read the tea leaves. And the tea leaves 
mean that there is going to be a lot of disruption and delay here. 

Who is protecting who here, and why? It is obvious that some 
people on this Committee are afraid of the testimony of David Hale 
before this Committee. Why? Who are they trying to protect? It is 
obvious they are trying to protect President Clinton from David 
Hale’s testimony. 

Senator Boxer. You already have his testimony. 

Senator Shelby. I have the Floor. 

Senator Boxer. But you already have his testimony. 

Senator Shelby. Mr. Chairman, I have not yielded any time to 
the Senator from California. 

Senator Boxer. I apologize. 
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Senator Shelby. I thank you. But who is afraid of David Hale's 
testimony? Why shouldn't we grant the limited immunity? Earlier, 
Senator Domenici said that we have granted it over 300 times in 
Congress. It is my understanding that it was granted 26 times in 
Watergate; 27 times on the Joint Committee dealing with the hear- 
ings on Iran-Contra; and, 12 times, I think, recently. 

What has come out of Arkansas in the last week? Twenty-four 
convictions, was my understanding, 24 convictions based on a lot 
of documentary evidence and the testimony of David Hale. 

Why not give David Hale limited-use immunity? He’s not going 
to abuse the Committee. I think we have great Counsel here and 
smart people. But what people are trying to do here is disrupt the 
Committee, not let any testimony come that would inure to the det- 
riment of the President of the United States. That's the bottom 
line. And I think everybody here knows it. 

Senator Hatch. Mr. Chairman. 

The Chairman. Yes, Senator. 

Senator Hatch. This is a good idea. What you are saying is: 
Look, we will defer to your desire to have the court make the deter- 
mination if he invokes the Fifth Amendment. Sure, he is going to 
invoke it. Is there any doubt in anybody's mind that he is going to 
invoke the Fifth Amendment? Let the court determine it. Frankly, 
we ought to go from there. There is a cloud over this Administra- 
tion caused by Whitewater and it is never going to go away unless 
we bring the guy in to testify. 

Our Counsel on the other side has said that they could not wait 
to get David Hale before the Committee. If I recall correctly, he 
said, for example, that he wanted to question “that crook.” Now 
look, it's important for him to come. If he invokes the Fifth Amend- 
ment and the court says that he has a right to do it, then we have 
to get him in here one way or the other to get the cloud dispensed. 

Senator Murray. Mr. Chairman. 

Senator Hatch. Frankly, it has got to be done. There is no other 
way around it. 

The Chairman. I am going to make a motion that the Committee 
be reported as voting, and then, be recorded as voting unanimously 
that a subpoena be issued to require his appearance this Friday 
morning for a private deposition where we can then proceed on this 
matter. All in favor? 

[A chorus of ayes.] 

Senator Sarbanes. A private deposition is no different from a 
deposition. 

The Chairman. I want the record to show it is for a deposition. 
It carries unanimously. A subpoena is issued. 

Hopefully, we can work our way through and possibly set the 
framework and the groundwork for a proper appearance or one 
that my colleagues feel comfortable with with Mr. Hale. 

Senator Sarbanes. Mr. Chairman, I want to yield for just one 
moment to Mr. Ben-Veniste, because I think it is important to put 
certain of this matter in context. 

Mr. Ben-Veniste. I think my — if I may call you my friend 

Senator Hatch. Did I misquote you? I don’t know. 

Mr. Ben-Veniste. Not at all, Senator Hatch. 

Senator Hatch. I didn't think so. 
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ale's Mr. Ben-Veniste. As you know, we have been trying to bring 

flier, David Hale before this Committee. 

ss in Senator Hatch. And it ought to be done. 

“sin Mr. Ben-Veniste. What we tried to do was to get him here even 
-ttar-i before he testified in Little Rock. There is a very substantial record 
for everyone to see of what he said. That has changed matters 
four somewhat. 

a lot The real issue is not whether, on a very technical basis, he might 
assert a privilege that might be upheld to a wide variety of ques- 
: tions. I think the question that this Committee is struggling with 
i is if David Hale is immunized and testifies publicly before the cam- 
eras, whether that immunized testimony can or is likely to inter- 
net- fere with the ability of the State prosecutors to bring the proposed 
'ttom prosecution against him. A court, considering the question of the 
Fifth Amendment claim, will not answer that question for us. 

Senator Hatch. Would the Senator yield on that point? This is 
a man that has already been sentenced to 28 months in prison. He 
f is already in jail. It seems to me it’s more important to get rid of 
this cloud one way or the other than it is to worry about whether 
he’s going to be prosecuted. 

Mr. Ben-Veniste. Well, that’s the question. 

Senator Hatch. If I just — I don’t mean to interrupt you 

Senator Murray. Mr. Chairman. 

Senator Hatch. Let me just finish this. You and I both know 
that those prosecutors have enough documentation and information 
that they can prosecute him regardless of what he says here. 

Mr. Ben-Veniste. Well, unfortunately, Senator, we may disagree 
on the interpretation of the North case in terms of the burden. 

Senator Hatch. No, no. I agree with you that the 

Mr. Ben-Veniste. How it satisfied 

Senator Hatch. — North case did probably change the law. But 
I am saying we know that they have enough documentation if they 
want to take him to court. 

Mr. Ben-Veniste. They do. The question is whether his immu- 
nized testimony before this Committee would interfere under the 
teaching of North with their ability to prove their case. And you 
may be right. 

Senator Hatch. If you would yield one more time. The question 
is: Is it more important to get rid of this dark cloud over the Presi- 
dent of the United States and the First Lady? 

Senator Dodd. Oh, please. Come on now, please. 

Senator Hatch. Well, there is a cloud there. 

Senator Dodd. Bringing in a dark cloud to do it? 

[Laughter.] 

Senator Hatch. He may be a dark cloud, because if the American 
people see it and they believe him, then it’s another matter. 

Senator Dodd. Come on. 

Senator Hatch. But I am hopeful that you will be able to tear 
him apart. 

Mr. Ben-Veniste. Senator Hatch has really identified the issue. 
Senator Boxer. Thanks for caring. 

Mr. Ben-Veniste. Senator Hatch has really identified this issue, 
because 
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The Chairman. There has been one Senator who has not been 
heard from, Mr. Ben-Veniste. 

Senator Sarbanes. Well, let Ben-Veniste finish. 

The Chairman. And that is 

Senator Kerry. That’s the smartest Senator here. 

The Chairman. That is Senator Murray. She has been waiting 
very patiently and I apologize to the Senator. 

Senator Murray. 
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OPENING COMMENTS OF SENATOR PATTY MURRAY 

Senator Murray. I appreciate that, Mr. Chairman. I have not 
said anything at this point. I have tried to listen very carefully to 
all the assertions from the attorneys. I am not one to try and figure 
out what the real question is that we are dealing with here today. 
I have heard the assertions that it’s some kind of cover-up for the 
President. I keep coming back to the basic question here, which is 
whether or not we should grant immunity to someone to come here 
and testify, not whether we don’t want to hear him but whether 
this Committee will take the responsibility of granting immunity to 
a man who is in jail. 

I have to ask myself why is he asking us for immunity? What 
doesn’t he want us to know after testifying for 9 days in Arkansas? 
What is it that he obviously wants to say to us without fear oi 
being put in jeopardy for having said that? 

I, as a U.S. Senator, do not want to give away our rights in the 
jury system because we want so desperately to hear testimony 
again that has been given for 9 solid days. Ajid we are willing to 
give away the rights of this judicial system? 

What does this man want immunity for? We had better be ver> 
careful and cautious in granting immunity to a man who is serving 
a jail sentence, who is demanding immunity from this Committee. 
What is it that he wants to say that he does not want to be pros- 
ecuted for? I think we had better be very careful as we proceed. 

Senator Kerry. Mr. Chairman, let me say one thing after that. 
I want to emphasize what Senator Hatch said, because the Senator 
has really summarized the choice for this Committee, ultimately, 
if Mr. Hale does not cooperate. What the Senator said is we have 
to balance the possibility of interfering with the prosecution, which 
he agrees might exist, against what he has called the dark cloud. 
And different people will choose to interpret how big and dark the 
cloud is, that’s the balance. 

I think it is an important statement by the Senator because it 
acknowledges precisely what Senator Murray just said in her argu- 
ment, that she is not willing to make that balance the other way. 
But that balance is before the Committee. 

Senator Sarbanes. I would point out to the Senator that this 
dark cloud is already out there. Hale has testified 9 days at the 
trial. He has made extended statements to the media, which have 
been published. So it’s not as though you are talking about a wit- 
ness who hasn’t laid out a lot of this material. 

Senator Hatch. Mr. Chairman, I just want to make a remark, 
since Senator Kerry brought this up. 

The Chairman. Yes. 
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Senator Hatch. Number 1, I think the cloud exists — interpret it 
whichever way you want to. 

Number 2, I think it is more important for us to have cross-ex- 
amination rights here in an open forum for the whole country to 
see. I think it’s important that Mr. Ben-Veniste have that right. If 
we have to, I would be for giving Counsel enough time to be able 
to do this. Let’s have it out and get it out. Do what needs to be 
done rather than just not do it and let the cloud exist. 

Number 3, with regard to limited-use immunity, I remember the 
language — if I could have Mr. Ben-Veniste’s attention. I remember 
e noi the language in the North case, where basically the court said: “We 
Ij only said this burden may be met by canning the testimony before- 
figUK hand.” It went on to say: “Just as wise prosecutors meet their bur- 
den of showing independent investigation by 'canning’ the results 
)r |jJ of the investigation before the defendant gives immunized testi- 
mony.” I have no doubt that they’ve done that; and, they know that 
this is likely to happen. 

The man is in jail. He has a 28-month sentence. It seems to me 
that it’s very important for you, Mr. Ben-Veniste, to have a crack 
at him so that everybody can see it. Now it may be important for 
our side, too, in the sense that the truth ought to come out, what- 
ever it is. You can’t just say the guy is a crook; therefore, he’s not 
worth listening to. That may be, but the fact is you can’t resolve 
this matter without having him appear. 

Now if he comes in here and he says, “I take the Fifth,” then we 
have given you another step that ordinarily you would never even 
have to ask for in Congress before. Then I think, at that point, we 
ought to just vote to grant him limited-use immunity and let you 
have at him rather than just keep playing around with this and act 
like it has gone away because he doesn’t testify. 

Mr. Ben-Veniste. Senator, may I respond? 

The Chairman. I am going to limit you to 1 minute. 

Mr. Ben-Veniste. I apologize. 

The Chairman. OK, 2 minutes. 

[Laughter.] 

Senator Hatch. Maybe even 2V2. 

Mr. Ben-Veniste. Senator Hatch 

The Chairman. You have just doubled your time. 

[Laughter.] 

Mr. Ben-Veniste. You know me as a trial lawyer. 

Senator Hatch. I do, and I have confidence 

Mr. Ben-Veniste. And you know that as a trial lawyer, looking 
use at David Hale and the various perjuries that he has confessed to 
^ already and the crimes he has committed, his motivation to lie, 
provides me, as a person who likes to cross-examine with an oppor- 
tunity. But I think from a personal, selfish standpoint, I would love 
to do that. 

Senator Hatch. I would love to see you do it. 

Mr. Ben-Veniste. When we posed the issue — and I think you’ve 
a* done a splendid job of posing the issue before this Committee in 
terms of what the choices are — the choices are whether to examine 
ri him, still again replicating essentially what has happened before 
but under a grant of immunity which may interfere with the ability 
of the Arkansas prosecutors to bring their case, canning the evi- 
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dence or what have you. The burden then shifts to them to prove 
that nothing that happens before us in any way influences them or 
any of their witnesses in any way with respect to that hearing. 

Senator Hatch. But here, Richard, he does not have the benefit 
of the Rules of Evidence. That is the difference. You guys can ask 
some tough questions. You will have every opportunity to do so 
with the Counsel on our side. I think both of you should be inter- 
ested in the truth, whatever that is. 

Mr. Ben-Veniste. We are and have been. 

Senator Hatch. I know that. I didn’t mean to imply you weren’t. 

Senator Murkowski. Mr. Chairman. 

The Chairman. Yes. 

Senator Murkowski . Just a brief observation. I think Mr. Ben- 
Veniste made the reference to Hale’s record of perjury and lying. 
I would also remind Counsel that 8 of the 24 convictions were as 
a consequence of Mr. Hale’s testimony. 

Senator Dodd. Whoever said that? 

The Chairman. Well, I think the Senator means there were 8 
counts out of the 

Senator Murkowski. Eight of the 24 convictions. 

Senator Dodd. Well, the jurors didn’t say that. 

Senator Sarbanes. One juror called him an unmitigated liar. 

Senator Murkowski. The point is there were 8 convictions. 

Senator Dodd. Not based on his testimony. 

Senator Murkowski. Well, partially. Now, we can differ over just 
whose testimony. I think it’s appropriate that there is some credi- 
bility associated with his testimony and those convictions. 

If I could have the attention of Mr. Chertoff, isn’t it true that all 
this Committee wants is to inquire about the illegal $300,000 loan 
of which $50,000 went to the Whitewater Development Corpora- 
tion? This is the area of our concern with Mr. Hale? 

Mr. Chertoff. Senator, I can say that that and the surrounding 
circumstances relating to the transaction including, as I under- 
stand, meetings; that there are press accounts that Mr. Hale al- 
leges he had with then-Governor Clinton that were not the subject 
of the testimony in the trial because there were certain evidentiary 
limitations. 

Senator Murkowski. Well, that 

Mr. Chertoff. But what is quite clear is we are not interested 
in burial insurance. 

Senator Murkowski. All right. Now with regard to the limited 
immunity question, which has been raised by the other side: Can 
you identify specifically whether this precludes immunity from 
prosecution? I’m not clear relative to the arguments prevailing on 
the other side. While they are somewhat convincing, what assur- 
ances can we have or how can you craft with Minority Counsel to 
safeguard the situation from becoming advantageous to Hale? 

Mr. Chertoff. I think there are 3 assurances. First, nothing 
that Mr. Hale does here can undo or erase any evidence that exists 
against him. Second, everybody in the Committee and policed by 
the Chairman of the Committee can make sure that we do not get 
into the area of the burial insurance; and he can be cut off if he 
raises it. Third, it may very well be, as a matter of law, that if he 
were to volunteer or insert extraneous matter into his answers that 
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that wouldn’t be protected under the grant of immunity, that the 
grant would only apply to responsive material. We are going to look 
into that. I think that no one here is interested in interfering with 
the State prosecution. We can eliminate all but the most hypo- 
thetical possibility. 

Senator Dodd. Can I be heard, Mr. Chairman? 

The Chairman. Yes, Senator Dodd. 

Senator Dodd. No one on this Committee may, but I’m sure Mr. 
Hale is interested if he can. This is a former judge and prosecutor. 
He knows what he is doing. This guy is a scurrilous character and 
he knows just what he is up to. I don’t doubt the motives of my 
colleagues in terms of what they are interested in. Nor do I have 
any doubts about what Mr. Hale is interested in. 

The reason that we passed the law that gave the Independent 
Counsels veto power over requests for immunity in the past was 
because we saw what happened in the North case. We didn’t ex- 
tend that to State prosecutors and other courts around the country. 
We did it because we saw what happened in the Iran-Contra case 
where someone abused the process and then avoided prosecution 
because of it. Maybe we should have drafted the law in a broader 
way to include anybody out there who had a concern about it. The 
reason they did it was exactly for what happened and the result. 

The Chairman. I don’t think so. 

Senator Dodd. Someone used the process here, testifying before 
a Congressional committee, and avoided prosecution. I don’t think 
any of us want to sit here and say that we are going to allow this 
character — here there are 2,000 pages of testimony which are in 
the record now, his entire testimony. And you place in jeopardy a 
prosecution at the State level involving innocent people who were 
defrauded by this character if, in fact, those allegations are proved 
true. Yet, that’s the risk we run for the mere benefit of having a 
public testimony of what is already available in written testimony. 
And so our concerns are not illegitimate. 

We want him to come here. Let’s do it under the way that Sen- 
ator Bryan suggested. That is, none of us will ask the questions 
about that case. Let him come here and answer questions without 
using the judicial process as a way to avoid prosecution. In my 
view that would be a huge error on our part. 

Mr. Ben-Veniste. And 

The Chairman. Mr. Ben-Veniste, I get the last word. 

Mr. Ben-Veniste. I’m sorry. 

The Chairman. We will attempt to go in the manner in which 
the Committee has voted. And that is to examine Mr. Hale, take 
his deposition on Friday. If he refuses, we will go to court and see 
if we can’t compel. I feel we will possibly be back here Tuesday. 

The question will then be raised again as to whether or not at 
that point in time we will want to hear his testimony. We will have 
to make that decision. But we will go that extra step to ascertain 
if we can get his testimony in the manner which satisfies all of my 
colleagues. 

Senator Murkowski. What if you can’t get it by the June 14th? 

The Chairman. That’s it. That’s the name of the game. 

Senator Sarbanes. Mr. Chairman. 

Senator Murkowski. Well, if you can’t get it by the 14th 
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Senator Sarbanes. Could 1 

The Chairman. Senator Sarbanes. 

Senator MURKOWSKI. I think you ought to reflect on that a little 
bit more because, you know, we may be setting an unachievable 
timetable here. We don’t know how the court is going to proceed. 

The Chairman. The Senator is right, because we have to go to 
the Floor to seek enforcement of the order. There are a dozen ways 
procedurally. I hope if we are operating in good faith that my col- 
leagues will join in a bipartisan effort. I assume that they want to 
examine Mr. Hale and find out how truthful or untruthful he is, 
to discredit him and also to open him up to charges of perjury. I 
am not going to be deceiving myself as it relates to what I think 
the outcome will eventually be, and I’m not going to prejudge now. 
Next week I will say to you I told you so. 

Senator Sarbanes. Mr. Chairman. 

The Chairman. Yes, Senator Sarbanes. 

Senator Sarbanes. I have one suggestion for the deposition on 
Friday. In fact, I press it very hard. The pattern, as I understand 
it, in the depositions has been for the Majority to go first and to 
question as long as they want and at the end of that for the Minor- 
ity then to have a chance to question. In some instances, that has 
meant that the Minority questioning has come at the end of the 
day under a lot of pressure to conclude the deposition. 

It would seem to me that it would make more sense to proceed 
the way we do in the Committee here on the questioning, where 
we go back and forth. I don’t know that every half hour is nec- 
essarily the right time, maybe there could be an hour of question- 
ing by the Majority and then an hour by the Minority. 

Senator Domenici. Do you think he’s going to testify at this dep- 
osition? 

Mr. Ben-Veniste. We are going to make a record. 

Senator Domenici. That’s what this whole argument is about. If 
he would testify, we are in clover. 

Senator Sarbanes. In any event, I don’t see a problem. I would 
like to get some assurance that we will have a time period and a 
back and forth movement in the questioning. 

The Chairman. Well, let’s take that under consideration. I will 
leave it to Counsel to attempt to work out. If they don’t work it out, 
then you and I will discuss it. 

Senator Sarbanes. All right. 

The Chairman. All right? 

Senator Sarbanes. All right. 

The Chairman. I think it’s all going to be academic. OK? 

Senator Sarbanes. Yes. 

The Chairman. We stand in recess. 

[Whereupon, at 12:45 p.m., Wednesday, June 5, 1996, the Com- 
mittee was recessed.] 
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The Committee met at 10:10 a.m., in room 216 of the Hart Sen- 
ate Office Building, Senator Alfonse M. D’Amato, (Chairman of the 
Committee) presiding. 

OPENING STATEMENT OF CHAIRMAN ALFONSE M. D’AMATO 

The Chairman. Good morning. 

This morning the Special Committee is meeting to consider the 
question on whether to vote a grant of limited-use immunity to 
David Hale so that the American people can hear and see Mr. 
Hale’s testimony. 

The Senate has charged this Committee with the responsibility 
for investigating matters involving Madison Guaranty and David 
Hale’s company, Capital Management Services. The question has to 
be asked: How can the Committee complete its investigation with- 
out hearing from Mr. Hale? 

David Hale was a key witness at the recently concluded trial in 
Little Rock of James and Susan McDougal, the Clinton’s business 
partners in Whitewater, and Arkansas Governor Jim Guy Tucker. 
He testified that the then-Governor Clinton pressured him into 
making a fraudulent $300,000 loan to Susan McDougal. The jury 
convicted Susan and Jim McDougal on the 8 counts directly involv- 
ing this loan. Fifty thousand dollars from this loan was funneled 
into Whitewater. In view of the verdicts in the Tucker/McDougal 
trial, the American people have a right to see and hear Mr. Hale 
testify. 

It appears that my Democratic colleagues and the White House 
are afraid to let the American people judge for themselves whether 
Mr. Hale is telling the truth. Mr. Hale has not testified about two 
other alleged meetings he had with President Clinton about this 
loan. One was supposedly at the State capital and another was at 
a shopping mall. This Committee must question Mr. Hale about 
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these meetings in order to present a full and fair picture to the 
Senate and to the American people. The American public needs to 
judge Mr. Hale and his testimony. 

Last week, the Democrats suggested that we ask a court to de- 
cide the issue of whether David Hale is asserting a valid Fifth 
Amendment privilege. Senate Legal Counsel informed this Commit- 
tee that we could not get a court decision prior to the June 17th 
expiration date, so we offered a compromise. Let’s put partisan pol- 
itics aside and ask an independent third party, a retired judge, to 
advise the Committee on whether Mr. Hale had a valid privilege. 
We proposed three prominent Democrats. Retired Supreme Court 
Justice Byron White, former Attorney General Benjamin Civiletti, 
and former Attorney General Griffin Bell. But my Democratic col- 
leagues would not agree to this proposal. 

Unfortunately only one conclusion is possible in my opinion, and 
that is that my Democratic colleagues do not want Mr. Hale to tes- 
tify and their so-called legal arguments are simply an excuse to 
hide the truth concerning what took place. 

I believe that is unfortunate. I think this Committee, obviously, 
would have been in a much better position to judge the truth or 
falsity by having Mr. Hale testify, by examining him, by cross-ex- 
amining him, and by impeaching him, if necessary, with respect to 
statements that he might make, and also recognizing that he would 
still be held accountable for any crimes that he has committed and, 
indeed, for any perjurious statements that he might make. 

I think the American people have a right to these facts and I am 
not under any illusions as to what the outcome of our vote will be 
today, but I am prepared, after everyone has an opportunity to 
make his or her opinions known, to proceed on the Resolution we 
initially offered, and that is to immunize him from prosecution as 
it relates to testimony that he may give before this Committee. I 
think that a copy of the Resolution has been distributed to my col- 
leagues. 

Senator Sarbanes. 

OPENING STATEMENT OF SENATOR PAUL S. SARBANES 

Senator Sarbanes. Well, Mr. Chairman, we had this debate of 
course last week at some extended length, and I don’t know that 
it’s necessary here this morning to repeat it all. Let me just make 
the following observations. 

In my view, the game of Mr. Hale’s lawyer was clearly revealed 
in the letter that he sent to you and me on June 6th, and I just 
want to quote from that letter on the first page, last paragraph: 

In the absence of a court order to testify and a grant of immunity as provided 
by Federal law, any testimony by Mr. Hale regarding any matters before the Special 
Committee may be used against him in some fashion in connection with an an- 
nounced criminal prosecution of Mr. Hale in Arkansas and any other State or Fed- 
eral prosecution. 

Now let me just underscore a couple of things. 

First, this statement by Mr. Hale’s lawyer made it clear that 
they would require a court order in order to testify, and that, in 
effect, rendered the notion of a special master to rule on the mat- 
ter, I think, obviously something that was not feasible or practical. 

Second, they have been very clear in laying out that they want 
blanket-use immunity. It says, “Any testimony by Mr. Hale regard- 
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in g any matters before the Special Committee.” Any testimony on 
any matters before our Committee may be used against him in 
some fashion in connection with an announced criminal prosecution 
of Mr. Hale in Arkansas. That is those allegations that have been 
made with respect to the burial insurance, where poor families 
were taken advantage of. 

But then the lawyer goes on to say, “and any other State or Fed- 
eral prosecution.” Obviously, Hale’s lawyer seeks an immunity. In 
fact, Senate Legal Counsel made it clear that there is substantial 
risk that, in effect, the Committee could be manipulated to give Mr. 
Hale an immunity bath. And I don’t think we should do that. 

We have tried earlier and throughout the year to get Mr. Hale 
in to get his deposition, to get his testimony. That is not the issue. 
The issue is whether he should be given immunity. And it is clear 
from his lawyer’s letter that they are seeking the very broadest im- 
munity possible. I think, as I indicated last week, that they are 
seeking to manipulate the Committee in order to gain protection 
for themselves against other possible legal action. Therefore, as I 
indicated last week, I don’t think the Committee ought to allow it- 
self to be used in that fashion. 

Senator Shelby. Mr. Chairman. 

The Chairman. Senator Shelby. 

OPENING STATEMENT OF SENATOR RICHARD C. SHELBY 

Senator Shelby. Mr. Chairman, the time of this Special Commit- 
tee on Whitewater is about to expire. The Democrats are so acutely 
aware of this it appears they are joining in a cover-up of the White 
House with total disregard of their responsibilities to the American 
people. They make excuses about “use” immunity, but they know 
very well that Congress has granted immunity to more than 300 
witnesses since 1970. 

Unencumbered by the facts and evidence presented, the Demo- 
crats have deemed themselves the gatekeeper of information and 
have unilaterally decided to lock the testimony of David Hale far 
and away into a vault so the American people can never hear Mr. 
Hale’s testimony. The opposition party does not want Mr. Hale to 
testify because they know very well, Mr. Chairman, that Mr. Hale 
would testify about two additional meetings with then-Govemor 
Clinton, now President Clinton. 

After 37 convictions and several resignations from top Adminis- 
tration officials, why, Mr. Chairman, won’t the opposition party let 
the American people hear the testimony of this witness and decide 
for themselves the value of what he has to offer? What are they 
scared of, Mr. Chairman? 

If David Hale is not allowed to testify, we will never, ever hear 
the testimony regarding the two meetings between David Hale and 
then-Govemor Clinton. Yet, I believe it is the responsibility and 
duty of this Committee that demands we investigate this matter. 

Mr. Chairman, we do not live in the old Soviet Union. This is not 
the Kremlin. It is not our position to censor what the American 
people should hear. They are smart enough to decide for them- 
selves what they should and should not believe. Our objective is to 
find the facts and with 3 days to go the Democrats are relying upon 
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procedural roadblocks to deny the American people rather than ar- 
ticulating a position based on the facts. 

On June 7th, The Wall Street Journal ran an editorial entitled, j 
“Senators Join Cover-Up.” The editorial concluded by saying: 

The misuse of law enforcement powers — threatening a prosecution witness to pun- 
ish Mr. Hale as an adverse witness and using the excuse to avoid public scrutiny — 
is corruption of an especially sinister cast. 

Today is truly an historic day in Washington, Mr. Chairman, jj 
Today is the day the Arkansas Democratic Machine blocks the U.S. j 
Senate and the American people from hearing the testimony of j$ 
David Hale. Today the American people lose and they lose big. 

The Chairman. Chris. 8 


at 


OPENING STATEMENT OF SENATOR CHRISTOPHER J. DODD t 


Senator Dodd. Mr. Chairman, just very, very briefly, if I may on 
this matter. As Senator Sarbanes has said, we went through a j 
lengthy discussion last week on this, and it seems to me the situa- 
tion has not changed. One might argue, in light of the letter from ; 
Mr. Hale’s attorney, in fact, made the point that any prosecution 
on any matter. : 

I would point out that the Committee, either before us or in dep- 
osition, has heard from 270 witnesses in the last 2 years. This is 
the first person ever to seek immunity out of the 270 witnesses we 
have had before us. And this man, let’s be quite candid, knows 
what he’s doing. You are talking about a former judge in Arkansas, I 11 
a former prosecutor in Arkansas, he knows very well how to work 
this system. 

He is trying to do one of several things. One, he is either trying 
to weasel out of a potential State prosecution in Arkansas, which 
is probably what he is up to in this instance; or two, he wants this 
Committee to give him a license to lie, that’s all. 

We have 1,600 pages of testimony and 9 days of trial in the State 
of Arkansas, all of which is available for people to go over. He did 
not get immunity for that. So it is obviously other matters they are 
concerned about. 

I just don’t think at this point, Mr. Chairman, with all due re- 
spect, that this Committee ought to be a participant in a process 
that would allow Mr. Hale to escape either prosecution in his own 
State for allegations that are very serious, or to be able to avoid 
prosecution on matters of which this Committee may not be aware 
at this particular point. So I think it is unwarranted to grant him 
that immunity, and I hope that the Committee would move on and 
finish up our work here. 

Let me just last point out and say to my colleague from Alabama, 
it’s the hyperbole that does damage to this process. There have not 
been 37 people from this Administration that have been indicted or 
found guilty of anything, not a single one. Yet when statements are 
made like that by Members, it does serious damage to the process. 
When someone says 37 high-ranking White House officials, that is 
just not the case, there isn’t one. So I would hope that in these 
waning days and hours here, Mr. Chairman, we could kind of tone 
it down in a sense, make our points and move on. But those kind j 
of statements don’t do justice to the process. 
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Mr. Chairman, I would just ask to yield a few minutes, if I may, 
to Mr. Ben-Veniste, to make some comments on the remaining time 
that I have available. 

Mr. Ben-Veniste. May I make only two points. 

First, in terms of the statement of cover-up. Obviously, as a pro- 
fessional whose dealt with cover-ups, I am sort of sensitive to how 
that term is thrown around. And I will say that rather than being 
locked up in a vault, kept away from the American people, David 
Hale’s testimony is available for anybody who wants to read it. It 
is here. This Committee has reviewed it, the staff certainly has. It 
is 1,600 pages of testimony. This is not a cover-up. This is David 
Hale’s record under cross-examination where the jury concluded, 
according to its members, that David Hale was not truthful in 
terms of his testimony relating to President Clinton. 

The second thing I would like to address is that although every 
single news article and every person talking about David Hale re- 
fers to the fact that he has alleged that President Clinton, then- 
Govemor Clinton, pressured him into making a loan, the facts are 
otherwise. In fact, David Hale in a televised interview, refuted the 
notion that President Clinton pressured him. He said he did not 
feel that President Clinton was pressuring him. That is why the 
prosecutor in the McDougal/Tucker case told the jury, in his rebut- 
tal argument, and I am quoting: “There’ve been no allegations of 
wrongdoing on the part of David Hale directed to the President, 
and there was never any suggestion, for instance, of any pressure.” 

I went back through 9 days of testimony and not once was there 
a suggestion that David Hale testified he was put under any pres- 
sure. Now those are the facts. 

Thank you, Mr. Chairman. 

The Chairman. Senator Domenici. 

OPENING STATEMENT OF SENATOR PETE V. DOMENICI 


Senator Domenici. Mr. Chairman, I will be very brief. 

First, I want to take this opportunity to congratulate you on the 
effort that you have put forth in this very, very difficult, sometimes 
ft one might have even called it an ordeal. I believe the Committee 
has done its job in an excellent manner, and much of that is attrib- 
)4 utable to your leadership and your desire to get the facts, and I 
4 congratulate you in that regard. 

Mr. Chairman and fellow Senators, I think the real issue is al- 
ls most brought more to the surface by the Counsel for the Minority 
& putting that voluminous pack of paper up there and saying, here 
Americans, you can find out what Hale says and what he has done, 
jtj just take the liberty of reading this. Nobody’s going to believe that, 
ir , in all deference to the distinguished Counsel. What we really need- 
ed was to have the American people hear him with every oppor- 
2 f tunity to cross-examine him. That was the issue, not a transcript 
that took you 9 days to review or however long you said, excuse 
it| me, how many hours to review this, Counsel? 

The Chairman. We have reviewed it carefully. It took 9 days for 
Mr. Hale to give that testimony. 

Senator DOMENICI. Nine days for him to state it. 

The Chairman. All of which was covered by the press. 
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Senator Domenici. But that is not the issue. None of it was cov- 
ered for the American people to see, as they have seen the other 
witnesses come before this Committee and testify where everybody 
could watch them and see them. 

The issue is very plain and very simple. You all talk out of both 
sides of your mouth. We really would love to hear him, we would 
love to cross-examine him, he is a liar, and then you do everything 
humanly possible to avoid his testimony. 

There is something strange about that. It doesn't ring true that, 
indeed, you wanted to tear him up because he's such a bad actor, 
and then you avail yourself of your rights to say he shall not testify 
before this Committee and he shall not do that ever. You used ex- 
cuses like he isn't entitled to the Fifth Amendment, and you knew 
that he was. You said, let's go Find out, and we went and found out. 
Then the Chairman offered you another approach; and you turned 
that down. 

So actually the issue is very, very simple. We were here to get 
the facts. We got the facts except we didn't hear from Judge Hale. 
And the American people are going to have to understand, before 
we are finished, that there was something very, very sinister about 
this. Why could we not hear him? It has nothing to do with this 
exaggerated claim, on his part, of immunity. Any lawyer would tell 
him to claim immunity before this Committee. 

How many lawyers are there here? You go in the back room and 
search your conscience and say, would you let him appear without 
claiming immunity? Maybe one or two of you would. But frankly, 
I don’t believe many lawyers would tell him to do that, especially 
when he is being hounded in the State, at least prior to this convic- 
tion, to keep his mouth shut in these hearings, or he would indeed 
have some trials, he would get indicted. Now all that's out there, 
everybody knows that. 

So, Mr. Chairman, while we could have had a total record, in- 
cluding an affirmation to the American people we have heard from 
every relevant witness, we're just going to have to say, except we 
haven't heard from one of the most significant witnesses for you to 
judge, Americans, whether you believe him or not. I think that's 
what you've been trying to do Mr. Chairman, and I commend you 
for it. And although you have failed, I think the public understands 
the real situation. 

Thank you, Mr. Chairman. 

The Chairman. Thank you, Senator. 

Senator Sarbanes. 

Senator Sarbanes. Senator Kerry. 

OPENING STATEMENT OF SENATOR JOHN F. KERRY 

Senator Kerry. Mr. Chairman, let me speak directly to the com- 
ments just made by the Senator from New Mexico. He asked the 
question, why will David Hale not be heard before this Committee. 
The answer to that question is because David Hale, lawyer, judge, 
prosecutor, knowledgeable in the law, has decided not to come here 
and repeat the testimony that he has already given without immu- 
nity in a court of law subject to cross-examination. 

So the question before the American people is, why should this 
Committee be asked to take this former judge, lawyer, and prosecu- 
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tor and reward him for his unwillingness to say before this Com- 
mittee what he has already said in a court in this country? The an- 
swer to that question is very clear. He’s weaseling and dealing and 
bamboozling and working hard to cut a deal. 

The question was put by Senator Hatch very, very aptly a few 
days ago in our discussion here, when he said: You know, really 
what you have here is a balancing ultimately and the balancing is 
whether or not his testimony is so valuable that he ought to be 
given immunity against any crimes that he has committed. 

Now why should this Committee give him what the court didn’t 
give him? Why, if he was willing to go before the court and speak, 
subject to cross-examination, should we suddenly give a greater 
value to the testimony that he has already given, simply because 
it is going to be here in front of the television cameras with a li- 
cense to come in and say whatever he wants? 

I am not willing to reward a scumbag who has already violated 
the law and admitted that he is a liar, and let him come up here 
in front of the Committee and have immunity from the crimes that 
he has committed, particularly from a State prosecution alleged to 
have involved ripping-off a whole lot of African-American poor folks 
for an insurance scam. I mean, is that what we ought to do? 

It is not as if any Senator that is a Member of the Committee 
can’t go and read these documents and make a judgment about 
who is doing what in this particular case. There is nothing being 
hidden from us, there is no vault, there is no refusal of this Com- 
mittee to be able to get at the issues. 

I think people are just upset because they can’t have another 
media circus, or because they can’t come in here and let this guy 
come in and do whatever the heck he wants to do. He is denying 
this Committee that right, not us. He and his lawyer have made 
a choice to try to cut a deal. And on balance, because his testimony 
is already available to us, I choose not to reward him for his crimi- 
nal activity. I choose not to give him the ability to get what he 
could not get from the prosecutor, to get what he could not get from 
the court, and to somehow come here and be rewarded for his 
whatever alleged criminal activities may be. 

I think that would be an enormous mistake for this Committee 
and I think that to use these terms, you know, I mean look at these 
documents. It is not as if we don’t know what he is going to say. 
We have just had the Senator from Alabama tell us what he’s going 
to say. I mean, what’s being hidden from this Committee? It’s the 
most ridiculous set of assertions I have ever heard. 

David Hale is the only person responsible for what is happening 
here, and since he chose once to testify, he can chose again, but he 
wants the deal and I’m not willing to give him a deal and reward 
him for his history. 

Thank you, Mr. Chairman. 

The Chairman. Senator Faircloth. 

OPENING STATEMENT OF SENATOR LAUCH FAIRCLOTH 

Senator Faircloth. You know, we are doing a lot of talking this 
morning, and having a good time doing it. We are talking about 
what is the question before the American people, and a lot of legal 
terms and a lot about use immunity and what kind of immunity. 
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And we keep talking about what is the question before the Amer- 
ican people, what do they see? 

Well, they are not interested one whit in David Hale. They are 
not seeing David Hale. He is not really an issue here. What they 
are seeing is the use by the Democratic Members of this Committee 
to continue to struggle to cover-up Clinton. That’s exactly what we,- 
are talking about. We are not hiding Hale, we have referred to hirfi^ 
as a scumbag. I would use that word carefully in view of the adage 
that birds of a feather flock together. 

David Hale is not the issue. The issue is the same thing we have 
been going through and I have said from day one, trying to get in- 
formation from this Administration, wherever it can be blocked, as 
I said, is like eating ice cream with a knitting needle or whatever 
you want to say, it is a continued roadblock and refusal to do it. 

What we are doing now is to struggle to try to keep this thing 
down until November. We don’t want David Hale here testifying 
because he’ll embarrass the President. We are not rewarding Hale, 
we are attempting to reward the President by keeping as much as 
we can under cover until the blessed day of November comes. 

Now, Mr. Chairman, I would like to ask a question. On July 6th, 
the statute of limitations will expire on David Hale on the State 
charges. I have great curiosity. Would the Democratic Members of 
the Committee be willing to extend the life of this Committee until 
some time immediately after July 6th, and if we can get David 
Hale to come then, would they be willing to do that and prove that 
they’re not trying to cover-up the President and hide what went on 
in Arkansas, but really would like to get the truth out? I think that 
would be a good question to ask, and that’s all I have to say. 

Senator Simon. If my colleague would yield, would you like to ex- 
tend it to November 5th? 

Senator Faircloth. No, the 6th is the 

Senator SIMON. I understand, but you want to extend it until No- 
vember 5th? 

Senator Faircloth. No, I said immediately after July 6th, Sen- 
ator Simon. If it is not a cover-up of the Clintons, why can’t we go 
ahead and do it? Why can’t we hear David Hale? Nobody here is 
interested in David Hale? 

Senator Sarbanes. Well, it’s an easy question to answer. I mean, 
if you look at the letter from Hale’s lawyer, he makes reference not 
only to the announced criminal prosecution in Arkansas but any 
other State or Federal prosecution. 

The real question is whether you’re going to give David Hale an 
immunity bath. And many of us feel very strongly he ought not to 
obtain immunity. We’ve been seeking his testimony over a number 
of months, but to bring him in and give him immunity and then 
allow him to walk away scott free from any of these other charges 
that may be brought against him, we don’t know what there are, 
but his lawyer obviously has something in mind. He has written 
this paragraph very carefully, and I’ve been over it very carefully. 

Senator Faircloth. I haven’t been over what the lawyer wrote, 
but aren’t we talking about by not giving David Hale immunity, we 
are giving the President of the United States immunity by not get- 
ting the full answers out. We are granting immunity to the Presi- 
dent of the United States by refusing it to David Hale. 
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Senator SARBANES. That is assuming that what Hale has to say 
hasn’t been heard. There’s 1,600 pages here of Hale’s testimony in 
the trial in Arkansas, and there are other statements that Hale’s 
made on the public record over a sustained period of time. 

Senator Faircloth. Well, if we have heard all that David Hale 
has to say, why are you so afraid of him coming here and saying 
something else? 

Senator SARBANES. Because we don’t want to give him immunity 
and let him get a get-out-of-jail-free card. 

Senator FAIRCLOTH. No, we want to continue the immunity of 
President Clinton. 

The Chairman. Senator Bryan. 

OPENING STATEMENT OF SENATOR RICHARD H. BRYAN 

Senator Bryan. Thank you very much, Mr. Chairman. 

I don’t think that the American people ought to be confused this 
morning. This is all about partisan politics, an attempt on behalf 
of the Majority to seek to embarrass the President by prolonging 
this hearing. It’s gone on for many, many months. 

I might say that I think our Chairman actually was somewhat 
prophetic when he said on November 28, 1995, and I quote him: 

If this matter is dragged out into February or later, I believe, legitimately, ques- 
tions can be raised as to why we are bringing him in so late and getting into next 
year and the political season, and I think that’s a very legitimate concern of this 
Committee, both Democrats and Republicans, and I would like to avoid that. 

Well, unfortunately we haven’t avoided that. We are right in the 
middle of it. I think some context needs to be placed. First of all, 
the Democrats ought to have had Mr. Hale testify last year. That 
did not occur. Now this is a twice-convicted felon and, as my col- 
leagues will recall, there was a proposition advanced at our last 
hearing that purported to seek limited-use immunity for him. That 
was what was being discussed, very limited use. 

A number of us felt that this Committee was being maneuvered 
and manipulated not into a limited use, but a blanket immunity or 
an immunity bath, as Senator Sarbanes has just characterized it. 
Well, shortly after our last meeting on Thursday, the letter which 
Senator Sarbanes has shared with us, was sent to our Chairman 
and the Ranking Member, and I think it’s worth reading the opera- 
tive paragraph again. 

In the absence of a court order to testify, and a grant of immunity as provided 
by Federal law, any testimony by Mr. Hale regarding any matters before the Special 
Committee may be used against him in some fashion in connection with an an- 
nounced criminal prosecution of Mr. Hale in Arkansas and any other State or F ed- 
eral prosecution. 

So the concern, obviously, of his counsel is not just the Arkansas 
prosecution which has been discussed or alluded to at some ref- 
erence here, but to potential other State or other Federal prosecu- 
tion. Why in the world would we give a twice convicted felon an 
immunity from other crimes, State or Federal, the circumstances of 
which we know not? 

I believe really what is involved here is that what we are not 
prepared to do on our side of the aisle is to give a twice-convicted 
felon a get-out-of-jail-free card to further the partisan interests of 
the Majority. 

The Chairman. Senator Grams. 
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OPENING STATEMENT OF SENATOR ROD GRAMS 

Senator Grams. Thank you very much, Mr. Chairman. 

For the second time in 2 weeks, this Committee has been called 
to vote on allowing David Hale to testify in public on the pressure 
applied to him by then-Governor Clinton to make a fraudulent loan 
to Susan McDougal. I fully expect that for the second time in 2 
weeks, the Democrats in this Committee will say no. The question 
is, what is so important that they have decided to play this fourth 
quarter game of beat the clock? 

Now the Democrats have tried to make the case that they aren’t 
hiding anything, that they want to see David Hale testify as much 
as anyone. But actions, Mr. Chairman, speak louder than words 
and by their actions, the Democrats have made one thing quite 
clear. They don’t want David Hale to testify in public, not today, 
not tomorrow, not ever. And so it will be. David Hale won’t testify 
before the public. This Committee will file its report without all the 
evidence. Many dirty little Arkansas secrets will be kept hidden 
from public scrutiny. 

So today, as the White House whispers orders from the sidelines, 
the clock will run out on this investigation. 

Thank you very much, Mr. Chairman. 

The Chairman. Senator Boxer. 

OPENING STATEMENT OF SENATOR BARBARA BOXER 

Senator Boxer. Thank you, Mr. Chairman. 

I think we have to ask ourselves why we are in this debate. I 
think the answer is because the Senate, in its wisdom, has a rule 
that says the Majority of any Committee cannot grant immunity by 
itself. And if ever we saw the need for such a rule, it is in these 
proceedings. 

Now the fact is granting immunity is very serious. That is why 
the Senate, in its wisdom, has this rule. It protects the Senate from 
itself. It protects the Senate from granting immunity in a situation 
just like this when it would be used for political purposes. A pardon 
in advance, that is what my colleague from Illinois called it. And 
that’s very serious. 

So you have to ask yourself why you want to do that, and with- 
out repeating all the facts of the case, let me just say, what are 
you granting this pardon in advance for? For testimony that al- 
ready has been heard. 

My friend from New Mexico says, yes, but reading the newspaper 
about this and reading the documents, we want to bring this David 
Hale forward, right here, so that the American people can hear him 
say what he already said. My friend from New Mexico, who is my 
Chairman on the Budget Committee, for whom I have a great deal 
of respect, is willing to give a pardon in advance to this man. 

Who is this man? Let’s see what the jurors in Arkansas said 
about him. And everyone is praising the jurors for their work. I 
think across the board it was a fair jury. Juror Colin Kapp said, 
‘The jurors considered Hale an unmitigated liar.” Juror Ernest 
Williams said, “I didn’t believe a thing Hale said.” These are people 
who have made an informed judgment. For us to give a pardon in 
advance to an unmitigated liar, a twice convicted felon, is some- 
thing I am simply not going to do. And my people in California did 
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not send me here to do that. Now if my friends on the other side 
think it’s worth doing that, that’s their decision. But it certainly 
isn’t mine and others on this side. 

So I think we are just in many ways reiterating the debate we 
already had. We should just move forward because I think that is 
the basic conscience question. Do you give a pardon in advance to 
a man like this? You answer it your way. 

Thank you. 

The Chairman. Senator Bennett. 

OPENING STATEMENT OF SENATOR ROBERT F. BENNETT 

Senator Bennett. Thank you, Mr. Chairman. 

I have nothing really new or exciting to add to the dialogue, but 
I must make a few observations just to make it clear where I am 
on this. 

We have already heard from him, there is nothing new to learn. 
Statement number one that has been thrown out here. I disagree 
with that. He testified in a court situation, very controlled. The 
judge ruled out of order some of the testimony that the prosecutor 
wanted on the record. 

He said he has had three meetings with President Clinton. He 
testified about one of them in the trial. I would like to ask him 
about the other two. I would like to ask him questions about the 
things he was not allowed to testify to in the trial. 

If it would make the Minority feel happier, I would be happy to 
stipulate that we wouldn’t ask him any questions about the things 
he testified to in the trial, and we would spend our entire time 
with the trial reading that testimony, and restrict our questions en- 
tirely to other matters. 

To me, it is very clear that there is a lot he can tell us that had 
nothing whatever to do with what he testified to in the trial in Lit- 
tle Rock. The statement that we’ve heard what he has to say, and 
all we need to do is read the testimony and have nothing further 
to learn from him, is not a statement I accept. 

Number two, we can’t give a pardon in advance to a criminal. As 
I’ve said before, the man’s in jail. The man’s career is ruined. The 
speculation that you might damage the efforts of a prosecutor who 
is trying to pile on doesn’t impress me very much. 

If he were on the street, if this use immunity would give us the 
possibility that he would remain on the street, that he would con- 
tinue depredations against the common good by virtue of what we 
were doing, then I would be a little more sympathetic to it. But I’m 
not sympathetic to the idea of giving, once again, not blanket im- 
munity, not an immunity bath, but use immunity only to a man 
who has seen his career destroyed and who is in prison, does not 
strike me as any threat to the public safety or the public good. 

Now let’s get to statement number three about this immunity 
and the immunity bath and the get-out-of- jail-free card, and a par- 
don in advance. These are all wonderful sound byte phrases, but 
the fact is we are not doing something special for David Hale if we 
do this. Since the use immunity statute was passed in 1970, Con- 
gress has granted it 300 times. Oh, I get told, you have to take into 
consideration the way Ollie North and his lawyers changed the law 
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and turned use immunity into an immunity bath. And by the way, 
Ollie North got off on a technicality after his testimony. 

Since the prosecution of Ollie North, the Senate alone — I don't 
have numbers for the House — has given use immunity to 12 addi- 
tional witnesses and somehow the republic has survived. Somehow 
we've been able to get on without having everything crumble in 
giving this use immunity since Ollie North. 

So, Mr. Chairman, if it comes to a vote, I will vote to grant use 
immunity, as the Congress has done over 300 times before. I 
wwould be willing to agree not to question Mr. Hale in a redundant 
fashion about anything he has already testified to under oath, and 
restrict my questions entirely to new material that I think we have 
a right to hear. 

I reject the notion that we are in fact giving a pardon in advance 
when we are dealing with somebody whose career has been de- 
stroyed by virtue of his own actions, and then the law enforcement 
procedures that followed those actions, by giving use immunity to 
a man who is already in jail, and not likely to get out. I reject the 
notion that that's an immunity bath. To me, it would be the proper, 
prudent, public thing to do. 

I recognize that the votes are not going to be there. I am sorry 
that we are not going to be able to ask Mr. Hale those additional 
questions and find out those additional things that we don't know, 
but instead those will be forever left in the realm of speculation 
and newspaper reports because we won't be allowed to put him 
under oath. I think, ultimately, that does not serve the cause of 
truth or exposure in this whole debate either. But we are where 
we are, Mr. Chairman, and let’s proceed. 

The Chairman. Thank you, Senator. 

Senator Moseley-Braun. 

OPENING STATEMENT OF SENATOR CAROL MOSELEY-BRAUN 

Senator MOSELEY-BRAUN. Thank you very much, Mr. Chairman. 

Mr. Chairman, there’s been some harsh words this morning and 
I couldn't help but think, when one of our colleagues was using 
words, strong words to describe the opposition of the Minority to 
a blanket immunity, I couldn't help but be reminded of a poem that 
I learned as a child. It went, and I paraphrase: As I was climbing 
up a stair, I saw a man who wasn't there, he wasn't there again 
today. I wish, I wish he'd go away. 

Well, the fact of the matter is, I think it’s a disservice to use the 
words “cover-up” after some 276 depositions, after some 51 public 
hearings, and after 300 hours worth of work by the Members of 
this Committee. 

Some of the Members of this Committee found no there there. 
We did not find a man atop the stair. Quite frankly in any event, 
we are not prepared to give Mr. Hale, which is the specific discus- 
sion here today, a get-out-of-jail-free card under the circumstances. 
Give him the chance or take the chance that he can never be pros- 
ecuted for illegal acts that he may have committed. 

We have been there. We went there with United States v. North . 
In that case, the court was very clear, and I want to quote: 
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If the Government chooses immunization, then it must understand that the Fifth 
Amendment in Castigar means that it is taking a great chance that the witness can- 
not be Constitutionally indicted or prosecuted. 

Some of us, Mr. Chairman, are just not prepared to take that 
great chance, which doesn’t make sense. The Castigar decision, and 
I quote the North decision further: 

Castigar does not prohibit simply, “a whole lot of use or excessive use or primary 
use of compelled testimony. It prohibits any use, direct or indirect.” 

Since David Hale has sought the same immunity that was con- 
ferred on Oliver North, what we are looking at is a situation in 
which he, Mr. Hale, has plea bargained a deal for himself in a trial. 
His testimony is there but that was as a result of a plea bargain. 
Now, he wants to plea bargain here regarding anything and every- 
thing else. Mr. Chairman, I don’t think that’s the Committee’s job. 

Specifically, in the March 1994 plea bargain, the government 
promised Mr. Hale, and I quote: 

If David Hale fully complies, he will not be further prosecuted for any crimes re- 
lated to his participation in the conduct of Capital Management, Diversified Capital, 
and Madison Guaranty Savings & Loan, and any other crimes to the extent that 
David Hale has disclosed such criminal activity to this office as of the date of this 
agreement. 

So he cut himself a really sweet deal with regard to the trial 
there. The result is all that testimony, Mr. Chairman, that’s sitting 
right there. And that testimony’s been reviewed and there is no 
there there either. 

Mr. Chairman, some of us do not believe that it makes sense to 
turn this hearing into a man-hunt or a witch-hunt or whatever you 
want to call it. We’ve done our job, we’ve followed the direction that 
was taken with the Resolution that set up this Committee, we have 
gone over hundreds of thousands of pages of documents, and we 
have listened to enough witnesses. Mr. Hale’s testimony on the 
things for which he was granted immunity is before us, and to give 
him, again as my colleague says, a pardon in advance, a get-out- 
of-jail-free card, or alternatively, allow him to take an immunity 
wash, does not comport with our view of our responsibility. 

So I would just say to my colleagues, it really does a disservice 
to the work that everybody has put in here. I mean, we may have 
different positions, we may see this differently, and we may reach 
different conclusions. It is a disservice, however, to deprecate, di- 
minish, and demean the work of the Minority Members of this 
Committee, who, as much as anybody else, have sat here dedicated 
to trying to get the truth out, dedicated to fulfilling our responsibil- 
ity under the Resolution, and dedicated to trying to do our jobs as 
elected representatives of the American people. 

Thank you. 

The Chairman. Senator Murray. 

OPENING STATEMENT OF SENATOR PATTY MURRAY 

Senator Murray. Thank you, Mr. Chairman. 

It seems to me ironic that 245 individuals have been deposed by 
this Committee and not one of them has asked to have immunity. 
Every person who has been deposed or come here as a witness will 
be held accountable for their words. 

It seems really strange to me that the one person who’s serving 
a jail sentence for the next 2 years is asking this Committee to 
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grant him immunity for anything that he says when he comes be- 
fore this Committee. He will be out in several short years. He 
doesn’t have a great life ahead of him, I agree with the Senator 
from Utah, but he will be out of jail in 2 years. 

I don’t think it’s piling on for the Arkansas prosecutor to want 
to go after Mr. Hale if he chooses on behalf of poor African-Amer- 
ican families in Arkansas who were robbed of burial insurance that 
they had bought for their family members in a scam that involved 
David Hale. 

Certainly, this Committee ought to be aware of those families, 
and granting David Hale immunity to come before this Committee 
is asking for blanket immunity. He’s clearly, in this letter, saying 
to us that he wants blanket immunity. For us to grant him that 
does a disservice to all of those families and anything else that he 
wants to bring before us, accidentally, otherwise, whatever. 

I just do not believe that this Committee should be responsible 
for granting this one person, out of all of the hundreds of people 
who have been deposed by this Committee, the one person who is 
serving a jail sentence, to be giving him immunity and not to be 
held accountable for what he says in front of this Committee. 

The Chairman. Senator Murkowski. 

OPENING STATEMENT OF SENATOR FRANK H. MURKOWSKI 

Senator Murkowski. Thank you, Mr. Chairman. 

I guess this thing’s on. You know, I think it is really unfortunate 
that we are down to this situation where right now we have the 
source. He’s right here in Washington, DC. David Hale has been 
transported to Washington, and approval has been secured from 
the Independent Prosecutor, but the Democrats are preventing his 
testimony. 

Let’s not kid ourselves, Mr. Chairman, about the importance of 
David Hale’s testimony. We’ve had the Democrats and the Counsel 
loudly declare the importance of that testimony, and the Commit- 
tee has questioned numerous witnesses about their contact with 
David Hale. Bottom line, it has been second- and third-hand infor- 
mation. So here he is now, and yet we are being prevented from 
hearing him. And the American people aren’t going to let this Com- 
mittee or the Minority on this Committee or the Minority Counsel, 
forget that. 

I’m disappointed in what I see as one party vigorously defending 
the President instead of vigorously trying to complete a duty to this 
Committee. And I’m not alone in that observation, Mr. Chairman. 
I would like to quote yesterday’s Washington Post where writer 
Robert Novak comments on the standstill in this Committee: 

In 39 years of watching Congressional investigations, I have never before seen 
members of the Presidents party so unwavering in defending him. Thus, they [the 
Democrats] have been rigorous in following the White House script on Hale. 

Mr. Novak ends his article by stating: 

Keeping Americans from hearing Mr. Hale’s accusations under cross-examination 
constitutes a tactical victory for the White House. 

Well, Mr. Chairman, I don’t know about a tactical victory, but as 
a Member of this Committee, I feel that we have been derelict on 
one hand in the sense of not being able to obtain enough support 
from the other side to allow this most important of all witnesses 
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to be heard and that's the bottom line. We're not hearing the main 
witness, and we have to bear that responsibility as we respond rel- 
ative to the excuse that somehow thus immunity question is rel- 
evant. It is not relevant, Mr. Chairman. What is relevant is the 
testimony of David Hale. That's what is relevant to this Commit- 
tee, and we all know it. 

So I think it is probably a voice crying in the dark, but I would 
again ask my colleagues on the other side to allow this Committee 
to complete its Constitutional duty, allow this Committee an oppor- 
tunity to question and cross-examine Hale and allow the American 
public an opportunity to judge the veracity of this man, and allow 
the White House and the President, once and for all, to get this 
issue behind them. Because it will not, Mr. Chairman, clear the 
air, it will leave the air stale as a consequence of the inability of 
this Committee to come together and have David Hale before us as 
he should be. 

I thank you, Mr. Chairman. 

The Chairman. Senator Faircloth. 

Senator FAIRCLOTH. Mr. Chairman, I sit here and I listen again. 
We've been going here for a long time and it’s been a pretty strong 
Committee. We've heard the exhausted cliche, “No there there.” 
Well, I don’t know what “there there” means but we’ve had 9 guilty 
pleas, 3 convictions, 4 resignations, and numerous demotions and 
other people awaiting trial, so if that isn’t there there, I don’t know 
what there is there. But what we are doing here today is simply 
perpetuating a cover-up by refusing to let this man come testify. 

We're in a struggle to withhold information and to perpetuate a 
cover-up from day one. We aren’t granting immunity by refusing to 
let David Hale come here, we aren't granting any favors to David 
Hale, we are granting the favor to Bill Clinton. That’s who we are 
granting the favor to. It's not something we are doing for David 
Hale. It is the further protection of Clinton. It is time to come forth 
and quit the cover-up. 

Mr. Chairman, I have one thought on it. If Mr. Hale will agree 
to come voluntarily after the statute of limitations runs on his 
charge, potential State charges, this would be some time after July 
6th, now if you're saying you're not trying to protect a cover-up and 
protect Bill Clinton, if you're saying David Hale is really the target 
you're trying to go after, why don't we find out if the Committee 
would agree to allow David Hale to come after July 6th, if he will 
come voluntarily. 

The Chairman. Well, the Senator propounds a question that has 
really become academic as it relates to this Committee, because we 
will be finished on the 17th. It does not become academic, however, 
if there are other Committees of the Congress who want to pursue 
that. We will not, as the Special Committee on Whitewater, be- 
cause our charge is very explicit, and on June 17th, we will be out 
of business. 

Of course, there is always the possibility that another Committee 
of the Congress, either in the House or the Senate, can consider the 
question. Maybe Mr. Hale's lawyer and Mr. Hale, at that point in 
time, would not seek the so-called use immunity, given the fact 
that he apparently has received immunity from other prosecutions, 
and it would appear that the only question outstanding — and I 
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don’t know for certain — is that question with respect to the Arkan- 
sas prosecution. 

But as it relates to this Committee, I can tell the Senator while 
the proposition is quite intriguing, we will be terminated and we 
will submit our reports on the 17th. Unfortunately, it would ap- 
pear, we will not have the benefit of that opportunity. As Senator 
Murkowski indicated, one of the shortcomings will be that a key 
witness will not have the opportunity to testify and to be examined 
by this Committee, and by the American people in terms of what 
he may or may not have to offer. 

But I thank the Senator for his inquiry. 

Senator Simon. 

OPENING COMMENTS OF SENATOR PAUL SIMON 

Senator Simon. Yes. Just a brief comment about David Hale, and 
that is that his counsel makes clear it is not only the State pros- 
ecution but potential Federal questions, and so that he wants im- 
munity not only from State but also from Federal prosecution. I 
think the two-thirds rule is going to apply and I think this Com- 
mittee properly makes the judgment not to give immunity. 

Since this is going to be the last meeting, Mr. Chairman of this 
Committee, which I voted against creating, I think we ought to ask 
ourselves where we are, what have we found. 

I think there are two basic questions. The first question: Was 
there an abuse of power by Bill Clinton as Governor of Arkansas? 
I have seen no evidence to suggest there was an abuse of power. 
The second question: Has this whole matter been mishandled by 
the White House? I think here you have to say there was a mis- 
handling. They would have been much better being forthcoming, 
providing all the material right away. But that seems to me, after 
all the hearings, all the depositions, that’s kind of where we are. 

I thank you, Mr. Chairman. 

The Chairman. Thank you, Senator. 

Let me recognize Senator Mack. He hasn’t spoken yet. 

OPENING STATEMENT OF SENATOR CONNIE MACK 

Senator Mack. Thank you, Mr. Chairman. 

First, let me say that I am surprised and disappointed frankly 
with my colleagues on the other side of the aisle. When we began 
these investigations some time ago, I think there was a recognition 
by most of who were observing that we were acting in a bipartisan 
manner. That there truly was an effort to get to the bottom of 
things. But it seems to me, again from my observation, that the 
more that has come to light, if you will, the more that we have fo- 
cused on the target, there’s been less cooperation. 

Now, we’re down to the point where we have an opportunity to 
hear from David Hale. And while my colleagues on the other side 
of the aisle want to keep saying that we want to give this man a 
pardon, that we want to wash him in immunity, that simply is a 
false statement. We are talking about a use immunity, limited im- 
munity, specific immunity. And so they are raising a smoke screen 
in my opinion. 
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So again, I say, I am disappointed because I believe that they 
have now been drawn into, in fact, assisting this Administration in 
covering up what has happened in this Whitewater affair. 

As a result of the action by my colleagues on the other side of 
the aisle, we will be denied and the American people will be denied 
the opportunity to listen to David Hale on two conversations that 
were not covered in the trial. And because of the cover-up actions 
of the Democrats, we will probably never have sworn testimony 
about those meetings. 

A moment ago, my friend from North Carolina responded to the 
no there there, and I, just to make the point once again, I would 
remind folks that Roger Altman resigned as a result of these inves- 
tigations. Jean Hanson resigned as a result of these investigations. 
Two others have resigned. Nine individuals have pleaded guilty. 
Three others have been found guilty, as we all know, from the ac- 
tions in Arkansas. 

It is interesting again to me that at a moment where I thought 
that things could, the development of the billing records on the 
third floor of the White House, that my colleagues on the other side 
of the aisle would have said, you know, there is something very, 
very strange here. We really need to assist the Committee in get- 
ting to the bottom of this. Instead, they took the other course and 
have been, in my opinion, participating in what I have referred to 
for a long period of time now as the Clinton Administration’s active 
engagement in a continuous effort to interfere with the investiga- 
tion of this Committee. 

So, I say as I began, Mr. Chairman, I am disappointed in my col- 
leagues on the other side of the aisle. I expected more from them 
in my working relationship with them over the years than what I 
have seen in these last two hearings. 

Thank you, Mr. Chairman. 

Senator Shelby. Mr. Chairman. 

The Chairman. I don’t know if any of my other colleagues want 
to speak, but why don’t we recognize Senator Shelby, and then I 
think we’re at the point now where we have discussed this. I think 
people know our feelings on this, and it would be my intention then 
to move to a vote. 

Senator Shelby. 

Senator Shelby. Thank you. 

Mr. Chairman, I want to thank you for your leadership on this 
Committee, this investigative committee. It has been tough and it 
has been arduous, but we have had some successes here. We have 
also had some failures, such as what is going to happen today un- 
less somebody changes their mind. 

So when one of my colleagues said, yes, where are we, well, it’s 
about 3 minutes to midnight on this clock in this Committee. And 
this is going to be the last meeting, I suppose, Mr. Chairman. 

In this Committee several months ago, some of you might recall 
that I raised the issue that there were parallels between this Ad- 
ministration’s action and the Watergate era of President Nixon. 
Make no mistake about it, there were a lot of parallels. You can 
get your own list. I have a list of them and I won’t bother the Com- 
mittee with them now. But think about the parallels of stone- 
walling, obstruction, continuing to obstruct committees, and it is 


3364 


continuing to obstruct investigations. This Administration’s done a 
good job on stonewalling. I have to give them credit for it. But the 
parallels are there. 

Look at what has happened in the last few days, if you don’t 
think there are parallels between this Clinton Administration and 
the Nixon Administration. When you look at when they requested 
the nearly 340, 339 FBI background checks on people including the 
former Secretary of State, Jim Baker, including the former Chief 
of Staff at the White House, Kenneth Duberstein, even James S. 
Brady, who was President Reagan’s Press Secretary. Think about 
it. Raw material, three or four hundred. 

That is what President Nixon did. You know it and I know it, 
among other things. And you know what the outcome was. He was 
wrong, and this Administration’s wrong. 

Now, my colleague and friend from Nevada, Senator Bryan, he 
mentioned something, paraphrasing, that this is all about politics. 
Maybe, maybe not. Isn’t it deeper than just politics? Isn’t it more 
serious than just politics? Doesn’t it go to the very heart and soul 
of this Administration or any Administration if you’re involved in 
possible obstruction of justice, stonewalling, getting the FBI to do 
all these raw checks on things? 

There’s a lot missing in this Administration, and I think that the 
judge of this Committee’s vote today, and the judge later of the Ad- 
ministration’s action will be history, will be the American people. 
But I believe it’s not just about politics, it’s about letting the Amer- 
ican people know, to the best of our ability, what’s going on. 

Thank you, Mr. Chairman. 

Senator Sarbanes. Mr. Chairman, just let me say very quickly, 
first of all, on the matter that’s pending on the House side, Chair- 
man Clinger himself has said that he’s not sure exactly what hap- 
pened and that’s what they’re trying to find out, but there’s been 
an explanation offered that is not insidious and that has it as a 
perfectly honest mistake, and we’ll discover that. I gather that Di- 
rector Freeh is now looking into the matter and is expected to give 
a report by the end of the week. 

Our issue here today is whether we should give Hale immunity 
and therefore protect him from any possible prosecutions for other 
misbehavior, and it’s our view that that ought not to happen, that 
we have his testimony from the trial, we have extended statements 
that he’s put on the public record, and that the giving of immunity 
is no light thing, and that I think frankly, as Hale’s lawyer’s letter 
indicates, that there is a very carefully calculated effort on their 
part to gain immunity from the Committee, in other words, to ma- 
nipulate the Committee to their advantage, and I don’t think we 
should be party to that. 

The Chairman. Senator Hatch. 

OPENING STATEMENT OF SENATOR ORRIN G. HATCH 

Senator Hatch. Well, Mr. Chairman, I will only take a second. 

But if the prosecutor in Arkansas, for instance, is a good one and 
is pursuing a legitimate prosecution instead of engaging in political 
retaliation, then he will can his evidence and will avoid any 
Castigar problems. I don’t think there’s any question about that. 
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As I said last week, Whitewater is sitting over this Presidency 
like a cloud. It is threatening the success of his Presidency. We 
want to dispel this cloud, the American people want to dispel this 
cloud. And the only way we can do it is to try and get to the truth. 

I would just say one other thing. As Justice Brandeis once put 
succinctly, “Sunlight is the best of disinfectants.” Frankly, I don’t 
see why the other side is even concerned about having this man 
come. You’ll have every opportunity to question, and it would be a 
good way of putting this thing to rest one way or the other. I just 
can’t imagine, you know, if you look back at Watergate, you look 
back at Iran-Contra, I was on the Iran-Contra Committee, there 
was bipartisan support for use immunity. 

All I can say is that I hope my colleagues on the other side will 
vote to do this, but if they don’t. I’ll never understand it. 

The Chairman. Then I move the adoption of the Resolution. The 
Clerk will call the roll. 

The Clerk. Chairman D’Amato. 

The Chairman. Aye. 

The Clerk. Mr. Shelby. 

Senator Shelby. Aye. 

The Clerk. Mr. Bond. 

The Chairman. Aye by proxy. 

The Clerk. Mr. Mack. 

Senator Mack. Aye. 

The Clerk. Mr. Faircloth. 

Senator Faircloth. Aye. 

The Clerk. Mr. Bennett. 

The Chairman. Aye by proxy. 

The Clerk. Mr. Grams. 

Senator Grams. Aye. 

The Clerk. Mr. Domenici. 

The Chairman. Aye by proxy. 

The Clerk. Mr. Hatch. 

Senator Hatch. Aye. 

The Clerk. Mr. Murkowski. 

Senator Murkowski. Aye. 

The Clerk. Mr. Sarbanes. 

Senator Sarbanes. No. 

The Clerk. Mr. Dodd. 

Senator Sarbanes. No by proxy. 

The Clerk. Mr. Kerry. 

Senator Sarbanes. No by proxy. 

The Clerk. Mr. Bryan. 

Senator SARBANES. No by proxy. 

The CLERK. Mrs. Boxer. 

Senator Boxer. No. 

The Clerk. Ms. Moseley-Braun. 

Senator Moseley-Braun. No. 

The Clerk. Mrs. Murray. 

Senator MURRAY. No. 

The Clerk. Mr. Simon. 

Senator SIMON. No. 
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The Chairman. Accordingly, the two-thirds vote has not been 
achieved. The Resolution, therefore, does not have the required 
two-thirds vote. It fails on the vote of 10 ayes and 8 nays. 

Senator Faircloth. 

Senator Faircloth. Mr. Chairman, on a totally other note, I 
want to thank you for your leadership during this long, and it has 
been a long and complicated process. You have been fair and judi- 
cious throughout the proceedings, and in most cases, patient. But 
I do want to thank you for the manner in which you conducted it. 

I would also like to extend my thanks to the entire Committee 
staff. All of you have have done a great job. Mike Chertoff, Bob 
Giuffra, Alice Fisher, Viet Dinh, and all of the staff that have made 
it work. They have been here long hours and tirelessly made these 
hearings work and prepared and presented the facts to the Amer- 
ican people. I want to give my thanks to all of the staff for getting 
out the facts as best we could. 

The Chairman. Thank you very much, Senator. 

I want to thank you for bringing this to our attention, because 
I think we do owe the staff a debt of gratitude on both sides, Major- 
ity and Minority. It was not easy, a lot of conflicts, a lot of interest, 
a lot of pushing and pulling. They’ve worked under extraordinarily 
difficult circumstances and I believe that they have done an excel- 
lent job, given the circumstances and given the limitations placed 
on them. So I concur and I thank you for indicating this publicly. 

Senator Sarbanes. 

[No response.] 

The Chairman. There being no further business, the Committee 
stands in recess. 

[Whereupon, at 11:20 a.m., Tuesday, June 11, 1996, the Commit- 
tee was recessed, subject to Call of the Chair.] 
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